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Abbreviations

ACM Approved Consolidated Methodology

BM Build Margin

CAR Corrective Action Request

CDM Clean Development Mechanism

CEF Carbon Emission Factor

CER Certified Emission Reduction

CL Clarification Request

CO2 Carbon Dioxide

CO2e Carbon Dioxide Equivalent

CPCEC China Power Complete Equipment Co., Ltd.
CPI China Power Investment Corporation

DNA Designated National Authority

DOE Designated Operational Entity

DR Document Review

EB Executive Board

EIA Environmental Impact Assessment

ER Emission Reduction

ERPA Emission Reduction Purchase Agreement

FSR Feasibility Study Report

GHG Greenhouse Gas(es)

GWh Giga Watt Hours

GWP Global Warming Potential

| Interview

IETA International Emission Trading Association

IPCC Intergovernmental Panel on Climate Change
IRR Internal Rate of Return

Kw Kilo Watt

kwWh Kilo Watt Hours

LoA Letter of Approval

MP Monitoring Plan

NCV Net Calorific Value

NDRC National Development and Reform Commission oh&hi
NECG Northeast China Grid

NGO Non-governmental Organization

ODA Official Development Fund

oM Operating Margin

PDD Project Design Document

SD Sustainable Development

SEPA State Environmental Protection Administratiol€bina
SERC State Electricity Regulatory Commission of @hin
t Tonne

UNFCCC United Nations Framework Convention on Clen@hange
VAT Value-added Tax

ZNNED Zhongdiantou Northeast New Energies Developren, Ltd.
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1 EXECUTIVE SUMMARY — VALIDATION OPINION

The validation team of UV Rheinland Japan LtdTUV Rheinland Group (TUV Rheinland) has
performed a validation of the “Liaoning Beipiao Bei I Wind Farm Project” in P.R.China on the
basis of UNFCCC criteria for Clean Development Matbm (CDM) projects according to Article
12 of the Kyoto Protocol and subsequent decisidnihe CDM Executive Board with regard to
CDM modalities and procedures and the applicatibmpproved methodologies. The validation
report and the validation protocol are summarizivggfindings of the validation.

The review of the project design documentation #rel subsequent follow-up interviews have
provided DOE with sufficient evidence to determihe fulfilment of stated criteria.

The Validation was executed in the following stepdar:
- Desk review of preliminary PDD(Version 01,"208anuary 2008)
- Public stakeholder comment procedsfgbruary 2008 to"8March 2008)
- On-site visit with stakeholder interviewS{april to 3 April 2008)

- Issue of checklist with corrective action requ¢&t8Rs) and clarification requests (Clamd
the draft validation report & protocol

- Desk review of revised PDD (Version 02.2"@ctober 2008, Version 02.3, 1®pril 2009,

Version 02.4 of 28 May 2009, Version 02.5 of #0June 200QVersion 02.6 of 8 July 2009 - { Deleted: and

and Version 02.7 of #7November 200p __— { Pormatted: Superscript

- Review of proposed correction and clarifications
- Issue of the final validation report & protocol

The host country of the proposed project is P.m&hihe Letter of Approval (LoA) of voluntary
participation, including confirmation by China’s BN- National Development & Reform
Commission (NDRC), that the project assists theradhieving sustainable development has been
received.

The project activity is bilateral CDM-project, withermany identified as the Annex | party. The
Letter of Approval (LoA) from the DNA of Germany,nveltbundesamt Deutsche
Emissionshandelsstelle, to authorize the KfW adttugect participant, has been received.

The validation did not reveal any information thatlicates that the project can be seen as a
diversion of ODA funding towards China.

By utilizing renewable wind power resources, thejget results in Ceée reductions emissions that
are real, measurable and give long-term benefitisganitigation of climate change. Itis
demonstrated that the project is not a likely hasedcenario. Emission reductions attributable to
the project are hence additional to any that woaltlr in the absence of the project activity.

The project applies approved baseline and mongorrethodology ACM0002: “Consolidated
baseline methodology for grid-connected electriggyeration from renewable sources” (Version 7)

And also the project applies the tools as follows:
- Tool to calculate the emission factor for an eleitir system(Version 01.1)
Tool for the demonstration and assessment of addility (Version 05.2)

. { Deleted: 1
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per year over the first 7-year crediting periodeTdmission reduction forecast has been checked
and it is deemed likely that the stated amountigewed given that the underlying assumptions do
not change.

Adequate monitoring procedures have been implerdeatteording to the monitoring methodology
ACMO0002 Version 7. Training plan is available ame training program has been started since
October 2006.

The project proponent has resolved all Correctigcéoh Requests and Clarification Requests as
stated in the Validation Report and the Validatyotocol, which has resulted in a revision of the
PDD. In summatry, it is validation team’s opiniomtlhe Liaoning Beipiao Beitazi Wind Farm
Project at Xiaodianzi village, Beita County, Bempi@ity, Liaoning Province, P.R.China, as

described in the PDD of Version @2f 27" November2009, meets all relevant UNFCCC -  Deleted: 6
requirements for the CDM and all relevant host ¢guariteria applies the baseline and monitoring - ‘[Deleted: 9" July
methodology ACMO0002 (version 7). The validationnteaf TUV Rheinland Japan Ltd. thus " Formatted: Superscript

)

recommends the proposed project to be registeradC&M project activity with the UNFCCC.
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2 INTRODUCTION

The China Power Complete Equipment Co., Ltd. hasnsissionedTUV Rheinland Japan Ltd. -
(TOV Rheinland) to perform a validation of théoning Beipiao Beitazil Wind Farm Projegin
P.R.China (hereafter called “the Project”). Thisae summarises the findings of the validation of
the project, performed on the basis of UNFCCC katéor the CDM, as well as criteria given to °
provide for consistent project operations, monitgriand reporting, UNFCCC criteria refer to

Article 12 of the Kyoto Protocol, and the subsedudatisions by the CDM Executive Board.
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2.1 Objective

The purpose of a validation is to have an indepentld@rd party assess the project design. In
particular, the project's baseline, monitoring plamd the project's compliance with relevant

UNFCCC and host Party criteria are validated ineortb confirm that the project design, as

documented, is sound and reasonable and meetdehgfied criteria. Validation is a requirement

for all CDM projects and is seen as necessaryduoige assurance to stakeholders of the quality of
the project and its intended generation of cediienission reductions (CERS).

2.2 Scope

The validation scope is defined as an independedt abjective review of the project design
document (PDD). The PDD is reviewed against théeria stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseabie the Marrakech Accords, the simplified
modalities and procedures for small-scale CDM mitogetivities and the relevant decisions by the
CDM Executive Board, including the approved bagelimd monitoring methodology ACM0002
“Consolidated baseline methodology for grid-conadcelectricity generation from renewable
sources”, Version 07. The validation team has, dbasethe recommendations in the Validation and
Verification Manual, ensured a thorough, indepehdessessment of proposed project activities
submitted for registration as a proposed CDM pragetivity against applicable CDM requirement.

The validation is not meant to provide any coneglttowards the project participants. However,
stated requests for clarifications and/or correctigtions may have provided input for improvement
of the project design.

/{ Deleted: 1 ]




A.. 1 English (U.S.), Check

Liaoning Beipiao Beitazil Wind Farm Projey, TOV_ _ mvmenwsoow | spelling and gramar
~ 7| Deleted: Liaoning Beipiao
Beitazi [ Wind Farm Project

Formatted: Font: 8 pt, ‘

3 METHODOLOGY

The validation consists of the following three s

I adesk review of the project design documents

Il follow-up interviews with project stakeholders

Il the resolution of outstanding issues and the issuahthe final validation report and opinion.

The following sections outline each step in morile

3.1 Desk Review of the Project Design Documentation

The following list outlines the documentation revesl during the validation:

/1/. CDM Development Centre of China Power Complete gapeint Co., Ltd., Project
Design Document for Liaoning Beipiao BeitaziWind Farm Project, Version 01 of
20" January 2008, Version 02.2 of"¢®ctober 2008, Version 02.3 of 1&pril 2009,
Version 02.4 of 28 May 2009, Version 02.5 of JQlune 2009Version 02.6 of §July - { Deleted: and )

2009and Version 02.7 of #7/November2009 ~_ (Formatted: Swerscript

/2/. CDM Executive Board, Clean Development Mechanisridétion and Verification
Manual, Annex 3/EB44, ¥8\November 2008.

/3/.  CDM Executive Board, ACM0002 “Consolidated baselinethodology for grid-
connected electricity generation from renewable s}, version 07, 30November
2007.

14]. CDM Executive Board, Tool for the demonstration assessment of additionality,
Version 05.2, 28 August 2008.

/5/.  CDM Executive Board, Tool to calculate the emiadiactor for an electricity system,
Version 01.1, 28 July 2008.

/6/.  CDM Executive Board, Guidance on Demonstration Assessment of Prior
Consideration of the CDM (EB41/Annex 46)“,d August 2008.

[7/.  The Project’s EIA report on December 2006 by LiagrAcademy of Environmental
Sciences and the Approval Letter of'ddarch 2007 by Liaoning Environmental
Protection Administration.

/8/.  The Project’s FSR report (N0.21-Q249) on July 2B9Tiaoning Electric Power
Survey & Design Institute and the Approval Letter2# August 2007 by Liaoning
Provincial Development and Reform Commission [20&¢}91.

/9/. China Power Complete Equipment Co., Ltd., Emis&eduction Purchase Agreement
between Zhongdiantou Northeast New Energies Dewsdop Co., Ltd. and KfW, i
December 2007.

/10/. IPCC: Revised 2006 IPCC Guidelines for Nationalgireuse Gas Inventories
Reference Manual, 2006.

/11/.  China Electric Power Yearbook 1999~2007.

/12/.  China Energy Statistical Yearbook 2004~2007.

/13/. State Power Corporation of China, Interim Rule€onnomic Assessment of
Electrical Engineering Retrofit Projects. Beijir@hina Electric Power Press, 2003

/{ Deleted: 1 ]
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/14/. The General Office of the State Council, NoticeStrictly Prohibiting the Installation {Benazi I Wind Farm Project J

of Fuel-fired Generation with the Capacity of 135MiWbelow, decree No. 2002-6

/15/. Chinese DNA's guidance for the determination ofilgroundaries and emission factors,
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&#3pdf 9" August 2007

/16/. Chinese DNA's Baseline Emission Factor Calculaf&sult of China Grid, '® August
2007
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&B3xls
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&#3pdf

/17/. Industry and Commercial Bank of China, Loan Comreitiri_etter for the Project, {0
March, 2008.

/18/. China Construction Bank, Loan Commitment Lettertfar Project, 10 March 2008.

Formatted: Font: 8 pt, ‘

/19/. China Power Complete Equipment Co., Ltd., Requesit for CDM Development
and Bundling Sale of 10 Wind Power Projects (Intigd.iaoning Beipiao Beitazil
Wind Farm Project) (CPCEC[2007] No.53T, June 2007.

/20/. China Power Investment Corporation, Approval Le@&M Development and
Bundling Sale of 10 Wind Power Projects (Includingoning Beipiao Beitazil Wind
Farm Project) (CPI[2007] No. 191)"4uly 2007.

/21/. Heilongjiang Runhua Electrical Engineering Projélenagement Co., Ltd., Project
Construction Starting Permission Letter"Zeptember 2007.

/22/.  Zhongdiantou Northeast New Energies Developmentl@d., Wind Turbine
Generator Purchasing Contract between the projeceonan Xinjiang Goldwind
Science & Technology Co., Ltd., 'QSeptember, 2007

/23/. China Power Complete Equipment Co., Ltd., CDM Cétasu Service Contract, 29
January 2008.

/24/. Beipiao Development and Reform Commission, Suppgttetter for the Project,™1
August 2007.

/25/. Liaoning Provincial Development and Reform ComnussiApproval Letter on Project
Owner Alteration for the Project, Y®ec. 2007

/26/. Liaoning Provincial Power Grid Co., Ltd., Approuadtter on Electrical System
Engineering of Beipiao Beitazi Windfarm in Projé@R [2007] No.197, 2'i’SApriI

2007.
/27/. CDM Development Centre of China Power Complete pigaint Co., Ltd., Project IRR

calculation spread sheet,"?®ctober 200@&nd ¢' July 2000 | Fornatted: Superscript |
/28/. Zhongdiantou Northeast New Energies Developmentl@d., Staff Training Program,

March 2008

/29/. CDM Development Centre of China Power Complete ggeint Co., Ltd., CDM
training records, October 2006.

/30/. CDM Executive Board, Project Design Document Fo@b- PDD) Version 03, 28
July 2006.
http://cdm.unfccc.int/Reference/PDDs_Forms/PDDsindtml

/31/. CDM Executive Board, Guidelines for Completing #ject Design Document, and
the Proposed New Baseline and Monitoring MethodekgVersion 07 EB41, n$
August 2008.

/32/. Chinese National Development and Reform Commissioyisional Administrative
Measures on Pricing and Cost Sharing for RenewBhkergy Power Generation! 4
January 2006.

/33/. Government of People’s Republic of China, Chinesme®vable Energy Law, 28
February 2005.

/{ Deleted: 1 ]
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/34/. Ministry of Finance and State Administration of &tirn, Notice on VAT of Resources {B;tzzfl Wind Farm Project J
Comprehensive Utilization and Other ProductsDecember 2001.

/35/. Chinese Government, Enterprise Income Tax LaW,Nérch 2007.
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/36/.  Mr. Shi Pengfei, China Windfarm Installed Capa@tatistic in 2007, 28February
2008.

http://www.cwea.org.cn/upload/20080324. pdf

/37/. Chinese National Development and Reform Commisg\pproval on Bus-bar Tariff
of Wind Power Projects,3December 2007 and 93uly 2008.
http://www.sdpc.gov.cn/jggl/zcfg/t20080218_1930@hh
http://www.sdpc.gov.cn/jggl/zcfg/t20080813_230726h

/38/. Chinese DNA's 2008 Baseline Emission Factors fagi®sal Power Grids in China,
18" July 2008, http://cdm.ccchina.gov.cn/WebSite/CD lgide/File1880.pdf,
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&@B8pdf,
http://cdm.ccchina.gov.cn/WebSite/ CDM/UpFile/Fil@58pdf.

/39/. CDM Executive Board, Guidance on the Assessmehtvafstment Analysis Version
02 (EB41/Annex45), " August 2008.

/40/.  Zhongdiantou Northeast New Energies DevelopmentlGd., Modalities of
Communication for the Project, #4pril 2009.

/41/.  Xinjiang Goldwind Science & Technology Co., Ltd.n@rid Electricity Output Report
of the Project, August 2007.

/42/.  Liaoning Provincial Power Grid Co., Ltd., Bus-baariff Commitment Letter of the
Project, 28" July 2007.

/43/.  China DNA, Letter of Approval for the Project, Ap2i008 (Original English Version)
and1d’ May 2008 (Original Chinese Version).

/144]. Germany DNA, Letter of Approval for the Project®3Iuly 2009.

/45/.  Zhongdiantou Northeast New Energies DevelopmentlGd., Business Licence and
Organization Structure.

/46/. CDM Development Centre of China Power Complete faeint Co., Ltd.,
Stakeholders survey questionnaire and recordsada2007.

/1471.  Mr. Shipengfei, Wind Power Concession Projectstaedssue of Tariff, 20 October
2006.
http://www.creia.net/cms/upload_file/news/a2bO0aB81®8482e75cbbad97fa7f3.pdf

/48/. Liaoning Province Price Bureau, Industrial MateRaice Level in Liaoning Province,

http://www.Inprice.gov.cn/priceList.do;jsessionidZ&8D1F999718D557B8E94BC9660
E4FD9?method=load4Search&categoryladcessed on $4Dctober 2008.

/49/.  China Coal Resources Net, Exploitable Hydro Resssurim China,
http:/Mwww.sxcoal.com/dl/2008/01/16/315690/article.htadcessed on T?April 2009.

/50/. China Climate Change Information Net, Solar Enddgyelopment and Status in
China, 7' September 2006.
http://www.ccchina.gov.cn/cn/NewsInfo.asp?Newslddg&ccessed on fOctober
2008.

/51/. China New Energy Net, How Biomass Powr Plant Ovae®arriers, 1“7September
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http://www.newenergy.org.cn/Html/0089/917082122@lhtaccessed on TOctober
2008.

China Renewable Energy Net, Geothermal Resourdeliison and Utilization in
China, 18" April 2008.
http://www.crein.org.cn/view/viewnews.aspx?id=2088013355785] accessed on
17" October 2008.

Price Monitoring Office of National Development aRdform Commission, The Steal
Material Price Status in 2007,"20anuary 2008.
http://www.realestate.cei.gov.cn/files/20082/20@Rf€5261972.htmlaccessed on 1'7
October.

China Cement Net, Cement Material Price and EkdttrCost Analysis in 2007 and
2008, &' April 2008.
http://www.chinacement.org/jingcai_wz/jingcai_wz_.asp?ID=391accessed on 17
October.

UNFCCC website, Project 0539 : Liaoning Zhangw63MW Wind Farm Project,

http://cdm.unfccc.int/Projects/DB/DNV-CUK11545257@8/view, accessed on {7
October.

UNFCCC website, Project 0537 : Liaoning Kangpingg®MW Wind Farm Project
http://cdm.unfcce.int/Projects/DB/DNV-CUK1153828082/view, accessed on {7
October.

UNFCCC website, Project 0883 : Liaoning Changtu &\Viiarm Project
http://cdm.unfccc.int/Projects/DB/DNV-CUK116961818@/view, accessed on 17
October.

UNFCCC website, Project 1446 : Liaoning Xingcherajbdih Wind Farm Project
http://cdm.unfccc.int/Projects/DB/TUEV-SUED1195755®@5/view, accessed on 17
October.

UNFCCC website, Project 1501 : Liaoning Huanrenmaoedashan Wind Power
Project

http://cdm.unfccc.int/Projects/DB/DNV-CUK119995653&iew, accessed on {7
October.

Zhongdiantou Northeast New Energies DevelopmentlGd., Land Compensation
Agreement.

China New Energy Net, Tariff List for Windfarm Pests in China, ZLDecember
2004

http://www.newenergy.org.cn/html/00412/20041605 Ihtecessed on 2Dctober
2008.

China Lawer Net, Tariff Approval for Liaoning Yingk Xianrendao Windfarm
Project, 1§ October 1999

http://www.wwls.cn/law/32361.htmbccessed on #Dctober 2008.

China Lawer Net, Tariff Approval for Liaoning Danap Haiyanhong Windfarm
Project, 28 October 1999

http://www.wwlis.cn/law/32361.htmhccessed on $Dctober 2008.
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CDM Executive Board, Modalities of Communicationrfro(F-CDM-MOC) Version
01, Annex 60/EB45, i’SFebruary 20009.
(http://cdm.unfccc.int/EB/045/eb45_repan60.pdf

CDM Executive Board, Guidance on the Demonstradioth Assessment of Prior
Consideration of the CDM, EB41/Annex 46° August, 2008

Zhongdiantou Northeast New Energies DevelopmentlGd., Construction Contract
of 66kV Transmission Engineering” March 2008.

Zhongdiantou Northeast New Energies DevelopmentlGd., Contract of Turbine
Tower, 24" September 2007.

Zhongdiantou Northeast New Energies DevelopmentlGd., Contract of Turbine
Transformer, 9 January 2008.

Zhongdiantou Northeast New Energies DevelopmentlGd., Power Purchasing
Agreement, 24 July 2008.

China Renewable Energy Industries Association, &Kifind Power Report 2007, June
2007.http://www.gwec.net/uploads/media/wind-power-repuit

China National Development and Reform Commissiastjdé on Wind Power
Construction and Management (No. 1204[2005])Jdly 2005.

China National Development and Reform Commissiartjdé on Regulating the Tariff
within Northeast China Grid (No. 1231[2006]),"28une 2006.

Liaoning Provincial Price Bureau, Notice on Tempprgariff for Liaoning Beipiao
Beitazi I Wind Farm Project, 12November 2008.

Mr. Wang Zhongyin and Mr. Shi Pengfei etc., Chiratibihal Action Plan for Wind
Power Industry Development, June 2005.

Liaoning Electrical Power Survey & Design Institu@arification on Energy Loss
Factors of Liaoning Beipiao Beitazi Wind Farm ij@:«.‘d April 2009.

Ministry of Electrical Power Industry, P.R.Chinagde on Compiling Feasibility Study
Report of Wind Power Projects DL/T 5067-1996" D@nuary 1997.

Mr. Wang Shu, Reply to Email Regarding the Authatyt of LoA of Liaoning
Beipiao Beitazi] Wind Farm Project, 20May 2009.

Main changes between the version published foBthdays stakeholder commenting period and
the final version submitted for registration:

PDD is revised according to the CARs and CLs idieatin the TUV Rheinland’s Draft
Validation Report to the Project;

The data sources for the baseline emission faatoulation of Northeast China Power Grid
have been updated to the latest data that wasshebliby Chinese DNA dated offLauly 2008;

Tool for the demonstration and assessment of awdility has been updated from Version 4 to
Version 05.2.
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3.2 Follow-up Interviews with Project Stakeholders

Date Name Organization Topic
iy | 2008-04-01 Mr. ZHANG Zhongdiantou > Project Management
Baodong Norteast New | » Technical issues
Energies > Approval status by the
Devleopment Co.| host country
Ltd. » Sustainable development
issues
» Investment risks and
barriers
» Equipment management
» Additionality
» Monitoring plan
» Training record
» Environmental impacts
» Stakeholder process
.| 2008-04-01 Ms. MENG Jing | China Power | > Baseline determination
fiif Complete > Methodology related
Equipment Co., Issues
Ltd. > Additionality
» Common practice
analysis
» Emission reductions
calculation
» monitoring plan and
project management
» Environmental impact
» Stakeholder process
ji) | 2008-04-01 Mr. WANG Development and > Power industry
Xuewei Reform development in
Commission of Liaoning Province
Beipiao City > Approval status by the
host country
» Sustainable development
issues
| 2008-04-01 Mr. LI Lianfu Environment | > Environmental impacts
fivi Protection Buread > Stakeholder process
of Beipiao City
4 | 2008-04-01 Mr. LI Qingsong| Power > Power industry
Dispatching development in local
Bureau of Beipiag area
City > Monitoring plan
.| 2008-04-01 Mr. ZHANG Villager > Environmental impacts
il Fengting > Job Opportunities

-
s
o s
TOV Rheinland Group
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3.3 Resolution of Outstanding Issues

The objective of this phase of the validation isrésolve any outstanding issues which need be
clarified prior to TUV Rheinland’s positive conclaa on the project design. In order to ensure
transparency a validation protocol is customisedtie project. The protocol shows in transparent
manner criteria (requirements), means of verif@atind the results from validating the identified
criteria. The validation protocol serves the follog/purposes:

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

The validation protocol consists of two tables. Tifeerent columns in these tables are described in
the figure below. The completed validation protdoeltheLiaoning Beipiao Beitazil Wind Farm /{De'ete‘“ Liaoning Beipiao

7 | Beitazi I Wind Farm Project

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

i) Mistakes have been made with a direct influencproject results;

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

iii) There is a risk that the project would not be ata@as a CDM project or that emission
reductions will not be certified.

A request for clarification (CL) may be used whadglitional information is needed to fully clarify
an issue.
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Validation Protocol Table 1: Mandatory Requiremenfisr CDM Project Activities Beitazi I Wind Farm Project

Requirement Reference Conclusion
The requirements the Gives reference to thpThis is either acceptable based on evidence pravioK), a
project must meet. legislation or Corrective Action Request (CAR risk or non-compliance

agreement where thg with stated requirements or a request @arification (CL)
requirement is found| where further clarifications are needed.

Validation Protocol Table 2: Requirement checklist

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

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

Draft report clarifications | Ref. to checklist Summary of project Validation conclusion
and corrective action guestion in table 2 owner response
requests
If the conclusions from th¢ Reference to the The responses given by| This section should summarige
draft Validation are either| checklist question the project participants | the validation team’s
a CAR or a CL, these number in Table 2 during the responses and final
should be listed in this where the CAR or CL i$ communications with theg conclusions. The conclusions
section. explained. validation team should | should also be included in
be summarised in this | Table 2, under “Final
section. Conclusion”.

Figure 1 Validation protocol tables
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3.4 Internal Quality Control

|

The draft validation report including the initiahlidation findings underwent a technical review
before being submitted to the project participaiitse final validation report underwent another
technical review before requesting registrationttad project activity. The technical review was
performed by a technical reviewer qualified in ademce with TUV Rheinland’s qualification
scheme for CDM validation and verification.

3.5 Validation Team

Role/Qualification Last Name First Name Office
Team Leader/MEM| Zhang Ning Greenfield Environmental
Consultants Ltd.
Trainee/M.Eng Ma Libo TUV Rheinland (China) Ltd,
Technical Brinkmann Manfred TUV Rheinland Japan Ltd.
Reviewer/PhD
1 Mr. Zhang Ningis under contract with TR Japan as individual freee CDM auditor. /{ Deleted: 1




A

s .
Liaoning Beipiao Beitazil Wind Farm Proje& TOV Rneinland Group ” 1

Formatted: Font: 8 pt,
English (U.S.), Check
spelling and grammar

fffffffffffffffffffffffffffffffff =

Deleted: Liaoning Beipiao
Beitazi [ Wind Farm Project

|

4 VALIDATION FINDINGS

The findings of the validation are stated in thdlofeing sections. The validation criteria
(requirements), the means of verification and #suits from validating the identified criteria are
documented in more detail in the validation protacdppendix A.

The final validation findings relate to the projeletsign as documented and described in the revised
and resubmitted project design documentation.

4.1 Approval and Participation

The project participants are Zhongdiantou Northedstv Energies Development Co., Ltd.
(ZNNED) from China and KfW from Germany. Therefdte Project is a bi-lateral project. The
Host Party China and the participating Annex | P&ermany meet the requirements to participate
in the CDM.

The Letter of Approval (LoA)/43/ from the DNA of @fa, National Development and Reform
Commission, to authorize the Zhongdiantou North&est Energies Development Co., Ltd. as the
Project participant, has been received. It has ludxserved by validation team that the original
English version and Chinese version of LoA from @hhave been issued in April and May 2008
respectively. However, it has been confirmed thioagail from official of China DNA/77/ that
the received LOA is authentic and it has been decued according to relevant China DNA's
regulations. Furthermore, the authenticity has &alsen further validated as indicated in the table
below.

The Letter of Approval (LoA)/44/ issued by the DNMAGermany (Umweltbundesamt, Deutsche
Emissionshandelsstelle), authorizes the KfW asdetggarticipant. This LoA has been issued on
the basis of the Validation Report Version 04, #iredproject participant KfW forwarded the LoA
to the validation team on 2009-07-31. Upon valmaif the LoA, this final Validation Report
Version 4.1 has been prepared and issued. The D&fitras that the validation of the LoA and
resulting unconditional validation opinion is thelypmodification as compared to the Validation
Report Version 04 submitted to the German DNA.

Project participants 1. Zhongdiantou Northeast 2. Kfw
New Energies Development
Co., Ltd.

Parties involved P.R.China(host) Germany
APPROVAL
LOA received Yes Yes
Reference to document 143/ 144/
LOA received from PP PP
Validation of authenticity Confirmed through accessingrhe validation team has

Website of China DNA for accessed the official website
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Approval Projects List (Ref.of  German DNA  ag
N0.1117) on 7 October 2008| referenced in the LoA (i.e.

http://cdm.ccchina.gov.cn/We http:/jicdm.dehst.de/promech

bSite/CDM/UpFile/File1949.d 9/pages/projectl.aspxon T
oc August 2009 and is able to

confirm the received LOA i
authorized and credible.

1°2)

Validity of LOA Valid Valid
PARTICIPATION

Party is party to Kyoto Yes Yes
Protocol

Voluntary participation Yes Yes
Diversion of official Not Applicable No

development aid towards
host country

Project contribution to Yes Not Applicable
Sustainable Development

The Modalities of Communications (MoC) of the Pobjeas been received by the validation team
and it was confirmed that the MoC was signed df Agril 2009 according to the latest Modalities
of Communication Form (F-CDM-MOC) Version 01 issugdEB45 on1% February 2009. The
validation team has contacted each authorized septatives of the project pariticipants as
indicated in the MoC by email and it has been icordd that the contact details and signatory are
authorized and credible.

The validation did not reveal any information tivaticates that the Project can be seen as a
diversion of official development assistance (ODd)ding towards China. This was confirmed by
the Loan Commitment Letters from Industry and Comuiaé Bank of China/17/ and China
Construction Bank/18/, which agree to approve lwathe Project with consideration of the
expected CDM revenue to increase the financiatmefar the project activity. The total loan is
expected to accounts for 80% of the total investmEme Project owner arranges by itself the other
20% of the total investment according to site witaw. The total investment arrangement plan was
also confirmed to be consistent in the Approvatéresf the Project FSR.

4.2 Project Design Document

The Project Design Document is based on the clyrealid PDD template /30/ and is completed
in accordance with the CDM Executive Board, Guitketi for Completing the Project Design
Document (CDM-PDD) and the Form for Proposed Newdiae and Monitoring Methodologies
(CDM-NM), Version 07 /31/.

4.3 Project Description

According to the PDD/1/ and FSR/8/, the Projecblxgs installation and operation of 33 wind
turbine generators in Beipiao County, Liaoning Brog, China. The installed capacity of each unit
is 1500 kW and the turbine lifetime is 20 yearsjolthave been confirmed by validation team in
the Wind Turbine Generator Purchasing Contract/Pdé total installation capacity is thus

English (U.S.), Check

/1 Formatted: Font: 8 pt,
spelling and grammar

~ 7| Deleted: Liaoning Beipiao
Beitazi [ Wind Farm Project

|

/{ Deleted: 1
/



A

Liaoning Beipiao Beitazil Wind Farm Projey, =~~~

calculated as 49.5 MW (i.e. 33 Units*1.5MW/Unit=8BIW). The Project proposes the installation
of Xinjiang Goldwind 77/1500 wind turbines, of whithe technical specifications as listed in the
PDD have been checked to be in line with the Windbine Generator Purchasing Contract/24/.
Each wind turbine is equipped with a turbine-transfer unit boosting voltage to 10 kV. All
transformers are linked with the 10 kV suspensinesl and are connected to 66 kV step-up station
around the project site. The 66 kV step-up statidhbe connected to the Beipiao 220 kV
substation through 51.98 km 66 kV transmission. liftee description of grid connection system is
confirmed to be in line with the Approval Letter Biectrical System Engineering of Beipiao
Beitazi Windfarm [2007] No.197/26/ issued by LiaogiProvincial Power Grid Company Ltd.
Therefore, the validation team is able to confih@ project descriptions have been completely and

accurately provided in the PDD Version D2f 27" November2009/1/ according to the supporting. - { Deleted: 6
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evidence received during validation process. "~ { Deleted: 9"
: { Deleted: July

Being a renewable energy project, the project agtwill generate greenhouse gas (GHG) emission
reductions by avoiding C{emissions from electricity generation by foss#lfpower plants which
are dominated in North-east China Power Grid. Titwgelet is considered to contribute to the
sustainable development of the local communitytaedchost country by utilizing the renewable
wind sources for power generation, and avoidingrenmental pollutions including SONOXx and
particulate matter from business-as-usual coatHipewer plant. According to the Management
Representative of the Project/41/, the Projeckieeted to create a totally 17 full-time workerg (i

4 administration staff, 3 shifts with 6 operatidafSand 6 maintenance staff). It has been verified
during site visit with local villagers that manyrporary employment positions are also provided to
the local people during the construction periodadidition, local government will also benefit from
the additional income tax for electricity sale lo€ tproject activity. It is thus concluded that the
implementation of the project activity will help athieving sustainable development in social,
environmental and economic aspects for local conitywun

The expected operational lifetime of the projecivity is 20 years. A renewable 7-year crediting
period has been chosen for the Project, startimg ff' September 2009 or the date of registration,
whichever is later. The emission reductions areneséd to be 126,010 tGO per year and totally
882,070 tCQe over the first 7-year crediting period.

The construction of the Project was commenced ﬁﬂ‘&ﬁ)tember 2007, which was confirmed by
the Construction Starting Permission Letter/21k Wind Turbine Generator Purchasing
Contract/24/ was signed between the project ownérndnjiang Goldwind Science & Technology
Co., Ltd. on 26 September 2007, which is afterctrestruction starting date. Therefore, the
construction starting date “®Geptember 2007” is justified as the project startlate representing
the earliest date on which the real action beglsording to the onsite interview with Mr. Zhang
Dongbaoli/ (Project Manager), the project constomctvas stopped during the cold winter period at
the end of the year 2007, and was restarted in iM2068. The Project was still under civil
construction during onsite assessment. The Prigj@stpected to put into trail run at the end of the
year 2008 according to the interview with the pcojmanager/i/. The Approval Letter on Electrical
System Engineering of Beipiao Beitazi Windfarm [2DBo0.197 /26/ issued Liaoning Provincial
Power Grid Co., Ltd. on %April 2007, has been verified by validation tedrattthe Liaoning
Provincial Grid Company has initially agreed theoglical connection scheme to be connected with
the Liaoning Provincial Grid. The Power Purchaseeggent (PPA)/69/ between Liaoning
Provincial Power Grid Co., Ltd and ZNNED was sigron 24' July 2008. It has been confirmed

in the PPA that the gate-way meters will be insththt the 10/66kV substation around the project
site, where the installations have been clearlgtifled in Fig. B-1 in the revised PDD.
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According to onsite interview, the Management Repneative of the Project has received CDM {g;{ggf‘fvb;ﬁg";g?mBgfg;‘; J
training by CPCEC in October 2006. The trainingenat/29/ has been reviewed by validation
team during site visit. A training program/28/ veasnpiled by the project owner and was planned
for the management representative, technical staff,operational and maintenance staff. The
training program mainly consists of five partsREquired training by the Grid Company; 2)
Special work including climbing and driving; 3) Texcal training on operation of windfarm
projects; 4) CDM Training especially on operatiom anonitoring requirement; 5) Internal Training
including safety training, management training, argert lecture etc. The training plan was also
identified in the PDD. Therefore, it has been destiated to validation team that all the staff
involved in the Project was expected to receivéicaht training after it was put into commercial
operation.

Formatted: Font: 8 pt, ‘

Starting date of  Justification of and Expected project Crediting period
Project evidences (references) on operational
the starting date of project lifetime
2007-09-20 Construction Starting 20 years 0 month  Renewable 7 years
Permission Letter/21/ crediting period

starting from ¥
September 2009, or
the date of
registration,
whichever occurs
latter.

4.4 Baseline Determination

4.4.1 Applicability of the Selected Methodology to the Poject Activity

The project applies the approved baseline methgggo?dCMO0002 ‘Consolidated baseline
methodology for grid-connected electricity genematirom renewable sourcegersion 07/3/. It is
considered that the applicability of this methodglds appropriate by meeting the applicability
conditions as required by ACM0002, and the applittgthas been validated as follows:

1) According to the Project FSR/8/, the Project ige& mvind power plant to supply renewable
electricity to the Northeast China Grid. It hasibeenfirmed during site assessment that the
Project is a green-field project, and there wasther power plant around the project site, and
all the equipment of the Project is newly-purchaseéth no equipment transferred from
another project site;

2) As awind power project, the Project does not meawitching from fossil fuels to a
renewable energy source at the proposed site, washconfirmed through interview with the
Mr. Wang Xuewei/iii/ as Head of Local DevelopmentaReform Commission;

3) The electricity generated from the Project willdupplied to the Northeast China Power Grid
through Liaoning Provincial Grid. The validatiorate has reviewed tH2008 Baseline
Emission Factors for Regional Power Grids in Chirssued on 1‘?&July 2008 by Chinese
DNA/38/, which confirms that the NECG consist ofildegjiang, Jilin and Liaoning provincial
grids. Therefore, the geographic and system boigwltor the electricity grid (NECG) to
which the proposed project will be connected canlbarly identified.
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The project boundary is defined as the site oftteect activity and all power plants connected
physically to the northeast power grid including tteilongjiang, Jilin and Liaoning provincial
grids to which the project is connected accordnggproval Letter on Electrical System
Engineering of Beipiao Beitazi Windfarm [2007] N@/426/. This is in line with the delineation of
grid boundaries as provided by the DNA of China/38e defined project boundary is also in line
with ACM0002/3/.

The NECG is dominated by coal-fired power plantpexrstheChina Electrical Power Yearbook
1999~200711/ andChina Energy Statistical Yearbook 2004~20@7. It is deemed likely that
coal-fired power plants will continue to dominatbe tpower sector due to the local availability of
low-cost coal within NECG. Since the installed azpais only 49.5MW, the renewable capacity
additions will not have significant effects on tiéx of the NECG during the project operation
period.

The Project was under civil construction (i.e. tnebfoundation construction) and the wind turbines
have not been transported to site during site sgsa#. Fossil fuels have been used for land
excavation, foundation treatment and transportatfaronstruction materials etc. However, these
emissions, arising from power plant constructiael handling, need not be considered as leakage
according to ACM0002 Version 07/3/. No fossil fuetsmasumption will be required for normal
operation of the wind power generators accordintpéoproject owner/i/.

Therefore, the identified boundary and the selesteks and sources of greenhouse gases have
been justified for the project activity in the PRBcording to the applied methodology.

GHGs involved | Description

Baseline emissions GO Main emission sources as the baseline |s
the Northeast China Grid
Project emissions - No fossil fuel consumptions have been

identified for operation of wind power
plant during site assessment. The internal
electricity consumptions will be imported
from the Grid, where the internal
consumptions will be deducted from the
generating output.

Leakage - Emissions, arising due to activities such as
power plant construction, fuel handling
(extraction, processing, and transport), are
not required to be considered as leakag
according to ACM0002 Version 07.

D

4.4.3 Baseline Identification

Since the Project is a new grid-connected wind pgMants, the baseline scenario is justified as the
electricity delivered to the grid by the projectigity would have otherwise been generated by the
operation of grid-connected power plants and byatifdition of new generation sources, as ( Deleted: 1 )
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reflected in the combined margin (CM) calculatiolescribed in theTool to calculate the emission\ .
factor for an electricity systehversion 01.1. The baseline identification in teeised PDD is
conducted in accordance with ACM0002 Version 07/3/.

The ex-ante estimation method was selected foDtfleand BM emission factor based on the
information derived from China Energy Statisticaarbooks 2004~2007/12/ and China Power
Electric Power Yearbooks 1999~2007/11/, which waiomed to be the most recent information
at the time of submission for validation. The bamekmissions calculations are conducted in
accordance with the latest Guidance on DeterminatfdDM and BM Emission Factor of Chinese
Power Grid has been published by China DNA dfi Ily 2008/38/.

The approved baseline methodology

applicable to the project

- explicit criteria

- implicit criteria (e.g. available scenarios,
applicability of formulas for BE/PE/LE
calculations)

|Z| Yes
|:| No

PDD includes all assumptions and data use
by project participants

@ Yes
|:| No

All the references and documents used are
relevant for establishing the baseline scena

|Z| Yes
r@ No

All the references and documents used are
correctly quoted and conservatively
interpreted in the PDD

|Z| Yes
|:| No

All relevant policies / regulations considere(
are listed in the PDD

1[X] Yes
|:| No

Identified potential baseline scenarios
reasonably represent what would/could ocg
in the absence of the proposed project acti

Yes
. No

No other potential baseline scenar
need to be considered according
ACMO0002 Version 07.

The baseline scenario selection is appropri
and determined according to the methodolg

i@ Yes
gh_d No

The approved methodology used is applical
to the identified baseline scenario

ble] Yes

|:|No

4.5 Additionality
45.1 CDM Consideration

oS
to

Regarding the CDM consideration, the project dgwalent history was demonstrated in the revised
PDD. Following the latest Guidance on the Demotistnaand Assessment of Prior Consideration

of the CDM/66/ issued on EB41, the validation td@as cross-checked the “key events” with the

evidence received during validation and the findinggarding the project implementation timeline
and CDM development timeline are summarized below.

Project Implementation Timeline

/
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Date

Description

Reference of
Evidence

2007.07

The CDM revenue has been considered during

investment analysis to overcome the investn
barriers for the project activity according to th
Project FSR issued in July 2007. The Project
FSR was prepared by Liaoning Electrical
Power Survey & Design Institute, which is an
independent entity for electrical power design
accredited by Chinese Government.

ent

e

18/

2007.07.04

CPI replied to the Request Letter from
CPCEC, and approved CPCEC taking in
charge of the CDM Development and CER
Bundling Sale for 10 Wind Power Projects
(Including Liaoning Beipiao Beitazi Wind
Farm Project).

120/

2007.09.20

The construction of the project actiwias
started, which was evidenced in the
Construction Starting Letter issued by
supervisory company.

121/

2007.09.26

The Wind Turbine Generator Purchasing
Contract was signed between the project ow
and Xinjiang Goldwind Science & Technolog
Co., Ltd.

ner
y

122/

CDM Development Timeline

Date

Description

Reference of
Evidence

2007.06.04

China Power Complete Equipment Co., Ltd.
(CPCECQC), as a subsidiary company of China

Power Investment Corporation (CPI)
specialised in engineering and equipment
tendering service, proposed to the parent
company CPI for CDM Development and
CER Bundling Sale for 10 Wind Power
Projects (Including Liaoning Beipiao Beitazi
I'Wind Farm Project).

119/

2007.07

The CDM revenue has been considered dur
investment analysis to overcome the investn

barriers for the project activity according to the

Project FSR issued in July 2007. The Project
FSR was prepared by Liaoning Electrical
Power Survey & Design Institute, which is an

independent entity for electrical power design

ing
ent

18/

Beitazi [ Wind Farm Project
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accredited by Chinese Government.

2007.07.04 | CPI replied to the Request Letter from 120/
CPCEC, and approved CPCEC taking in
charge of the CDM Development and CER
Bundling Sale for 10 Wind Power Projects
(Including Liaoning Beipiao Beitazi Wind
Farm Project).

2007.12.14 | The Emission Reduction Purchasing 19/
Agreement (ERPA) was signed between the
project owner and KfW.

2008.01.29 | The CDM Consultant Service Contract was 123/

signed between the project owner and CPCEC.

2008.02.06 | The PDD of the Project was publishethen | http://cdm.unfccc.int

UNFCCC website for global stakeholder [Projects/Validation
comments.
2008.04 The Letter of Approval from China DNA 143/
(Original English Version) was received.
2008.05.19 | The Letter of Approval from China DNA 143/

(Original Chinese Version) was received.

From the timeline listed above, the constructi@mtstg date of “2t) September 2007” was justified
as the earliest date of real action implementaimmording to the latest Guidance on Completing
Project Design Document/31/. The CDM revenue has loensidered to overcome the investment
barriers for the project activity at the beginnofghe project design according to the Project FSR
issued in July 2007. In order to alleviate the fice pressure of the proposed project, the project
owner has invited international buyer tenderingeigpected CER which will be generated by the
project activity on # July 2007, which was confirmed in tRequest Letter for CDM Development
and Bundle Selling of 10 Wind Power Projects (Idolg Liaoning Beipiao Beitazi | Wind Farm
Project)/19/ by CPCEC on # June 2007 andpproval Letter by China Power Investment Group
Co., Ltd./20/on 4" July 2007. The project owner (Zhongdiantou Norshééew Energies
Development Co., Ltd.) and consultant company (CB)C&te both the subsidiary company of
China Power Investment Company. Moreover, CPCEQeatralf of the project owner, was
assigned by the mother company to take charge & @évelopment work for the wind power
projects including PDD developing, ERPA negotiataomd validation. The ERPA/9/ and CDM
Consultant Service Contract/23/ have been checkdlebvalidation team to be effective.

In summary, it has been sufficiently demonstrateditat CDM revenue of the project activity
was essential for the decision to proceed with thievestment in the Project before the project
starting date.

Starting date of Justification of and evidences Date of CDM consideration
project (references) on the starting date of

project
2007-09-20 Construction Starting Permission 2007-06-04

Letter of the Projec/21/
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4.5.2 Alternatives \[Beitazi I Wind Farm Project J
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The additionality of the project has been establishsing the Tool for the demonstration and
assessment of additionalityersion 05.2/4/ approved by the CDM-Bieeting.

The alternate scenarios for the project activityehlaeen suitably identified as follows:

a) The proposed project itself, but undertaken withming registered as a CDM project activity;

b) Construction of a fossil fuel-fired power plant wigquivalent amount of annual electricity
generation;

c) Construction of a power plant using other renewahlergy with equivalent amount of annual
electricity generation;

d) Equivalent electricity service provided by the Ne@st China Grid.

Alternative b) does not comply with the current@se regulations, which was confirmed by the
validation team that construction of fossil fugkfi power plants with the installed unit capacity
equal to or lower than 135MW/14/ is prohibited e tareas which can be covered by large girds
such as provincial grids. Therefore, Alternativasbyot a realistic and credible alternative.

Alternative ¢) comply with the current Chinese regjon, the feasibility of other renewable power
plant has been cross-checked through site interwigivthe Mr. Wang Xuewei/iii/ as the Official
from Development and Reform Commission of Beipidty)cwho has confirmed other renewable
power plants were not financial attractive in logeda. There is not economically viable hydro
resources around the project site according to éifRlrsources Distribution Chart in China/49/. The
geothermal resources in Northeast China are natds#mn and are only feasible for heat utilization
instead of power generation/52/. The solar enerifly similar installed capacity is not

economically attractive since the generation costiich higher than other kinds of power plant/50/.
Most of the biomass including maize and strawilizat for cooking in local area according Mr.
Wang Xueweiliii/, and the biomass plant is notfinial attractive either due to high generating
cost and limited biomass resouces/51/. Furtherntloeeproject owner is a new company which is
dedicated to windfarm projects development in Neat China. The project owner had no
experiences and ability to develop biomass poweantplThe supporting reference information in
the revised PDD has been checked by the validédimm through accessing on website dated on
17" October 2008 and was deemed as credible evidenexdlusion of other renewable energy
alternative.

Alternative d) comply with the current regulaticarsd economically feasible, and reflects the real
condition in local area which has been verified/biidation team through onsite interview. Thus,
the Alternative d) is aealistic and credible alternative for the propopemgject

Therefore, the proposed project activity is not theonly alternative amongst the ones
considered by the project participants that is in ompliance with mandatory regulations with
which there is general compliance, the Project malyge additional as further discussed in the
followings.

4.5.3 Investment Analysis

The validation team has reviewed the investmenlyaisaconducted for the project activity and
confirmed the suitability of the method appliedfie revised PDD/1/. As the proposed project
generates financial and economic benefits throbgtsales of electricity other than CDM related [ Deleted: 1 )
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Benchmark Selection

According the project FSR/8/ and PDD/1/ (with IRRtead sheet), the project IRR (after tax) was
selected for benchmark comparison. It has been dstrated in PDD that the benchmark is
selected as 8% (After Tax) accordingriterim Rules on Economic Assessment of Electrical
Engineering Retrofit Project$3/ issued by former State Power Corporation dh&lm 2003. The
validation team has reviewed the source of the 8#¢hbmark interim Rules on Economic
Assessment of Electrical Engineering Retrofit Retgewhich is deemed an appropriate benchmark
reference for the retrofit power projects and newer projects investment in China. Moreover, it
has been commonly adopted for financial evaludtorhe registered wind power CDM projects in
China @ttp://cdm.unfccc.int/Projects/registered.htriflhe benchmark analysis is intended for post
tax comparison and this is in accordance withiiterim Rules ofEconomic Assessment of
Electrical Engineering Retrofit Projedts3/.

Calculation and Presentation

The validation team has confirmed the IRR calcafaiare conducted according to the Feasibility
Study Report/8/. The Project FSR was prepared agriing Electrical Power Survey & Design
Institute, which is a professional independenttetfitir electrical power project design accredited
by Chinese Government. Therefore, the parameterassumptions from FSR can be considered
information provided by an independent and recagghgource. The time gap between FSR
accomplishment (July 2007) and project starting (aaﬁh September 2007) is within 3 months,
which represents the input values from FSR werdatiest available data for the project owner to
make decisions to proceed with the investmentérRioject. Moreover, no material changes of the
input values are expected within 1 year.

The major input values and the IRR calculation tbeen validated according to the Guidance on the
Assessment of Investment Analysis/39/ issued onlEBdeting and the findings are discussed in
details below:

¢ Assessment Period

The project IRR after tax was selected as referemdemonstrate the financial viability in the
PDD. Assessment Period applied in IRR spread stsetected as 21 years including 1-year
construction period which in accordance with lifiterim Rules on Economic Assessment of
Electrical Engineering Retrofit Projeds3/ and deemed to be appropriate. The installpeaity

and operational lifetime was in line with the teiciah specifications of the wind turbine generators
according the equipment purchasing contracts/22/.

e Taxes

The validation team confirmed that the input valoEeecessary tax were suitably adopted in
accordance wittnterim Rules on Economic Assessment of ElectBogineering Retrofit Projects
Since the Project is new wind power project, thelias selected as 8.5%, which was confirmed
in theNotice on VAT of Resources Comprehensive Utitimaind Other Product34/ issued by
Ministry of Finance and State Administration of &ign on ' December 2001. According to the
Enterprise Income Tax Ld86/ issued by Chinese Government off Mearch 2007 (Effective

/{ Deleted: 1 ]
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since # January 200_8), the income tax rate was select@8%sand confirmed to be appropriate at | geiazi | wind Farm project J
the time of FSR design.

e Total Static Investment

As demonstrated in the FSR, the total static immest was calculated in accordance with local
policy and price level of Liaoning Province at toarth quarter of 2006, which had no material
change compared with the year 2007 according tondtterial price information available at the
official website of Liaoning Provincial Price Burgd8/ and deemed to be reasonable at the time of
project starting date (i.e. 2GBeptember 2007). The assumptions and parametezsadepted

from Method and Standard of Investment Evaluation fandféirm Engineering Feasibility Study

time of FSR design. The total static investmenttffier Project was verified as 486.96 Million RMB
in the FSR Approval Letter/8/ by Liaoning Provirdzevelopment and Reform Commission,
which was in line with the FSR and PDD. Furthermd¢ine main engineering cost, which involves
cost of wind turbines, turbine tower, turbine tf@nsier and transmission engineering, has been
checked and the validation team has carried oinidependent comparison between the FSR
estimated cost and the actual cost which has ba#firroed in the available evidence. The actual
investment cost of main equipment, as evidenceldrcontracts of the wind turbine, turbine tower,
turbine transformer, and transmission engineehiag,been listed and compared with the estimated
FSR values in the table below. The comparison basodstrated that there is small gap (i.e. 0.87%
of the total static investment) between the FSRneded costs and the actual equipment costs,
while these equipment costs have aggregated toobe@d 83% of the total static investment.
Therefore, the validation team could confirm thnet static investment has been appropriately
estimated in the FSR based on the available cdimgadocuments.

Estimated and Actual Engineering Cost Comparison (dit: RMB)

ltem FSR Estimated Actual Cost Reference
(F) (A)

Wind Turbines 314,325,000 315,667,816 122/
Turbine Tower 42,108,000 38,768,500 1671/
Turbine 8,654,250 6,204,000 168/
Transformer
Transmission 39,210,000 39,419,000 166/
Engineering
Total 404,297,250 400,059,316 -
Percent of Total | 404,297,250/486,960,0003400,059,316/486,960,000 -
Static *100%=83.02% *100%=82.15%
Investment
Differences 83.029%82.15%=0.87% -

e Electricity Output

According to the FSR/8/, the wind power resourcesaasessed lyB/T 18710.2002 Wind
Resources Assessment Method for Windfamritie basis of 30 years regional wind resources
statistics and 1-year onsite wind measurementegptbposed project site starting frofiJiine

2005 to 3¥ May 2006. Furthermore, the wind turbine generatanufacturer’'s On-grid

Electricity Output Report//41/ in August 2007 haeb provided to the validation team. The
electricity output calculation results were in Iwéh the FSR and PDD. The allocation and
technical performance of each wind turbine genenaithin the windfarm has been monitored and

/{ Deleted: 1 ]
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Beitazi [ Wind Farm Project
with the WAsP and WIND FARMER software and calcethds 155,575 MWh eliminating the
wake impact. Considering the factors includinguied turbine availability (95%), Rotor Blade
Soiling Loss (3%), transmission loss & auxiliarynsamption (7%), and control & turbulence
influence (4%) etc., the annual on-grid outputsreated as 110,458 MWh with a 29% loss factor.

The validation team has reviewed th@drification on Energy Loss Factors of Liaoningifao
Beitazi Wind Farm Projett75/ from Liaoning Electrical Power Survey & Designstitute, which
elaborates the energy loss factors have been detatraccording to the technical specifications of
the Project and relevant national standards @gde on Compiling Feasibility Study Report of
Wind Power Project®L/T 5067-199% The validation findings are summarized below.

ltem Values | Justification by Validation Team

Turbine Availability 95% | It has been confirmed by checking Page 67ef\ttind
Turbine Purchasing Contract’/22/ that the equipment
supplier (i.e. Goldwind Science & Technology Cad.)L
shall assure the turbine availability above 95%eré&fore,
it is reasonable to select 95% of turbine avaiighbiibr the
proposed project

Power Curve 5% It has been confirmed by checking Page 67 of\fiad
Adjustment Turbine Purchasing Contract” /22/ that the equipimen
supplier (i.e. Goldwind Science & Technology Cad.)L
shall assure the power curve conformance above 95%
Therefore, it is reasonable to select 5% loss wvfgraurve
adjustment.

Rotor Blade Soiling 3% The project site is located at wind sandy arebthe rotor
Loss blade surface roughness will increase along withdwi
turbine operation. The rotor blade soiling lossekected a
3%, which also takes references from nearby wingdgoo
projects.

&

Transmission Loss & (% It has been confirmed that the transmission8osgernal
consumption is calculated by considering the tramsér
loss from the main transformer (500MVA) and turbine
transformers (1600KVA for each turbine), and
transmission loss of 33.2 km 10-kV transmissioesin
within project site. The total transmission loséngernal
consumption is calculated as 10,423MWh, which about
6.7% of the theoretical output 155,575 MWh. Therefdt
is reasonable to select 7% as the total transmidsies &
internal consumption.

Internal
Consumption

Turbulence & 4% The turbulence & control impact is estimated #sby
Control Impact considering the turbulence intensity within 15nmsaaat
the height of 70m above ground (i.e. 9.49%).

Low Temperature 3% | The low-temperature below -ID will cause shutdown or

Impact outage due to the weak circulation of lubricatiflglohas
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been confirmed by validation team that the Pragect
located at high-latitude cold area in China. Thaimum
temperature is -28°2 according to local weather station
as also reported in Page 19 of FSR. Therefordpthe
temperature impact is selected as 3% and deentsal to
reasonable.

Other Impacts

2%

The total planning capacity ofted farm is 100MW
according to the FSR, which consists of 2-phase
construction. Other impacts are considered ag#ileng
flow influences from the expanding wind turbinesieth
will be installed in the future.
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Furthermore, the total energy loss factor of thaiéet (i.e. 29%) is confirmed to be reasonable by
comparison with other wind power projects withiradihing Province as indicated below, of which

the feasibility study is also completed by Liaonkigctrical Power Survey & Design Institute.

Project Title Installed | Average Wind | Annual On-grid | Energy Loss
Capacity | Speed at 70m Output Factors
(MW) (m/s) (MWh)

Beipiao Beitazi I 495 7.3 110,458 29%

Windfarm

Heishan Fangshan 49.5 7.5 106,639 33%

Windfarm

Heishan Yangtun  49.5 7.5 104,392 33%

Windfarm

Beipiao North Sijiazi | 49.5 7.34 111,860 32%

Windfarm

Zhangwu West Dayingzi  49.5 7.2 109,181 29%

Windfarm

Zhangwu Mazongshan 49.5 7.3 113,032 29%

Windfarm

Zhangwu Quijiagoy 49.5 7.2 103,346 27%

Windfarm

Since Liaoning Electrical Power Survey & Designtiinge is third-party design entity accredited
by Chinese Government and qualified for projecigtesf wind power projects, the energy loss

factors of other wind power projects listed aboredeemed to be appropriate under the context of

the project activity. Therefore, the validationrtes able to confirm that the energy loss factor of

the Project has been appropriately estimated/8/.

The annual on-grid output is estimated as 110,488 Nvith a load factor of 0.255, which is

further confirmed to be appropriate through congmariwith other registered CDM wind power

projects in Liaoning Province as listed in the ¢slbklow.

Load Factors of Registered CDM Windfarm Project inLiaoning Province

Ref.

Project Title

Annual On- Load Factor

grid Output

Installed
Capacity

/{ Deleted: 1
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0539 | Liaoning Zhangwu 24.65M\V 24.65 51,414 23.8%
wind Farm Proje¢t

0537 | Liaoning Kangping 24.65MW 24.65 54,230 25.1%
Wind Farm Project

0883 | Liaoning Changtu Windfarm 49.5 90,886 20.96%
Project

1446 | Liaoning Xingcheng Haibin 49.5 111,077 25.6%
wind Farm Project

1501 | Liaoning Huanren 24.65 53,930 24.8%
Niumaodashan Wind Power
Project®

2149 | Diaobingshan New-built 49.5 93,555 21.6%
49.5MW Wind Power Station
Project

e Bus-bar Tariff

Bus-bar tariff was estimated as 0.501 RMB/kWh edicig VAT (or 0.544RMB/kWh including
VAT) in the PDD and was in line with the Projectf78/. According to China Wind Power Report
2007/70/, the tariff of the wind farms in LiaoniRgovince should be approved as relatively higher
fixed-tariff by local government (i.e. Liaoning Rincial Bureau) before the year of 2005. After
the issuance dProvisional Administrative Measures on Pricing @dst Sharing for Renewable
Energy Power Generation/3#1 January 2006, the feed-in tariff for wind povpeojects shall

follow the Guidance Price approved by National Depment and Reform Commission (NDRC),
with reference to the bidding tariflowever, it was confirmed that the NDRC'’s Guidaiieeiff B W Formatted: Font: (Default) ‘

***************************************** a Times New Roman, Font color:

Notification for windfarm projects in Liaoning Prin¢e was only available sinc& ®ecember Black

2007/37/.The tariff was determined as fixed 0.501 RMB/KWHAIVEXcI.) during the 20-year . { Formatted: Font: (Default)
operational period in the FSR, which the FSR desigtitute (i.e. Liaoning Electrical Power T Himes New foman, Font color:
Survey & Design Institute) considered realisticawmaluating the trend of the tariff and the local " Formatted: Font: (Defauls)
price level within Liaoning Province, as well astigjerring to the bidding tariff of Windfarm Himes New foman, Font color:
Concession Projects during the year of 2003 to 2006The FSR was approved by Liaoning

Provincial Development and Reform Commission off 221gust 2007, representing that the

economical assessment in the FSR (Including tlifé éastimation) was initially agreed by local

government authorities. Therefore, it is reason&di¢he project owner to adopt the FSR

estimated tariff at the time of investment decisiconsidering there is only 1 month gap between

the FSR approval (i.e. 2007-08-22) and construat@mnmencement (i.e. 2007-09-20).

N
N
\

The validation team has also reviewed the Tarifpgwal Letters/37/ by NDRC in 2007 and 2008
which indicate that for wind power projects withiimoning Provingg, the bus-bar tariff shall be __ - ‘[Deletgd: . Heilongjiang Provincﬁ
0.61 RMB/kWh (VAT Included) for the first 30,000IFoad equivalent operational hours and the ~ (2ndJiin Provinc

bus-bar tariff after namely 30,000 hours shall Xeceted according to the average tariff lawel

local region which will be approved by National Developmend &eform Commission.

According to the Tariff Approval Letter/37/ by Natial Development and Reform Commission,

2 http://cdm.unfccc.int/Projects/DB/DNV-CUK11545257a8/view
8 http://cdm.unfccc.int/Projects/DB/DNV-CUK1153828082/view
4 http://cdm.unfccc.int/Projects/DB/DNV-CUK1169618186/view
5 http://cdm.unfcce.int/Projects/DB/TUEV-SUED11957 555 /view

6 http://cdm.unfccc.int/Projects/DB/DNV-CUK119995653%iew
7 http://cdm.unfccc.int/Projects/DB/DNV-CUK1218622208/view ( Deleted: 1 ]
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the Project is put into commercial operation. SitiheeProject is located in Liaoning Province, the
bus-bar tariff of the Project will be mostly likelg be approved at same tariff level with other
newly approved windfarm projects in Liaoning PraénThe latest approved tariff level for other
windfarm projects within Liaoning Province/37/ Haeeen applied during sensitivity analysis. The
tariff of 0.3621 RMB/kWh is the yard-stick tariff aew coal-fired power plant with
desulfurization system (i.e. 0.3471 RMB/kWh+0.01BlkWh (subsidy for desulfurization
system)=0.3621RMB/kWH) representing the average tariff level in LiaonRrgvince in 2007,
which is dominated by coal-fired power plant. Ho@euhe project IRR would not exceed
benchmark 8% (after tax) by applying 0.61RMB/kWh ttee first 30,000 full-load hour and 0.3621
RMB/kWh for the subsequent operational hours.

Formatted: Font: 8 pt, ‘

The Power Purchasing Agreement (PPA)/69/ has bieecked to be signed on'24duly 2008. The
validation team has reviewed the PPA document tandsi been illustrated in Chapter 3 of the PPA
that the tariff of the Project shall be determiredording to the government’s approval. However,
the tariff for the Project is still under approwadd has not been approved by National Development
and Reform Commission till J0April 2009. Since the Project has been put intoncercial
operation, a temporary tariff was made for the &opy Liaoning Price Bureau on"1Rlovember
2008 and temporarily applied yard-stick tariff aw coal-fired power plants with desulfurization
system for the Project, which is much lower thare tbstimated tariff in the FSR (i.e.
0.544RMB/kWh including VAT). Therefore, the tarliis been appropriately estimated in the FSR
and it is reasonable for the project participantatiopt the FSR estimated tariff (i.e. 0.501
RMB/kWh without VAT) at the time of investment dsiain.

In summary, the IRR calculation was checked by vatiation team through conducting the
calculation on the spread sheet provided by the CHEC and it was confirmed that the
computations have been correctly carried out and dmumented. The calculation results
indicate that the project IRR (after tax) without CDM revenue is 6.58% which is lower than
the Benchmark IRR (8%). The project IRR would reach8.73% with consideration of CDM
revenue. Therefore, the Project is unlikely to beifiancial attractive without expected CDM
revenue.

Sensitivity Analysis

The sensitivity analysis, with four financial pareaters (total static investment, annual O&M cost
and annual on-grid output and tariff) selected sulgjected to variations subjected to variations of
+/-10%, has been reviewed and confirmed to beaxhout in accordance with the requirements of
“Interim Rules on Economic Assessment of Electrigrieering Retrofit Projectél3/. The
calculation has been reviewed by the validatiomtdaring validation and confirmed that the
sensitivity analysis has been carried out in acoed with the approved FSR. The results also
show that the project IRR would exceed 8% with Tr@#hiction of total static investment or 11%
increase of on-grid output or bus-bar tariff.

* The total static investment reduces by 10%; or

* The annual operational and maintenance cost dechsaf8%

* The tariff increases by 11%. or

* The on-grid output increase by 119%;

8 http://www.sdpc.gov.cn/zfdj/jggg/dian/t20060630_$#28.htm /{Deleted: 1 ]
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Critical Condition

Justifications by Validation Team

Static investment
reduces by 10%

The project IRR (after tax) would reach 8% whenttital static
reduces 10%. However, the total static investmérie Project
would be unlikely to reduce since the industrialtenal prices
including the steal/53/, cement and fuel cost/®=@tkncreasing

over the period of the year 2006~2008. The supppr

referenced information in the revised PDD has la@tked by
the validation team to be valid. The validationnelas alsa
carried out a comparison of the industrial matepidte in the
FSR with the information which were available oe tfficial
website of the Liaoning Provincial Price Bureau/48he
material price was confirmed to be reasonably edtth As
discussed in Section 4.5.3 above, the actual imazst costs o
main equipment, as evidenced in the contracts ef wind
turbine, turbine tower, turbine transformer, andngmission
engineering, has only 0.87% difference from the ESERmated
values, while these main equipment costs have ggtgé to
83% of the total static investment. Almost all tpeoject
investment has been in place, the total staticstment of the
Project is thus unlikely to reduce significantly.

Annual O&M cost
reduces by 68%

It has also found that the project IRR would rebehchmark
when the annual O&M cost reduces by 68%. Accortlinidpe
IRR spread sheet and FSR, the annual O&M costwegdhe
salary and welfare allowance, the material experikegepairs
retained and other expenses which was calculatatd@ing to
theInterim Rules on Economic Assessment of Electrical
Engineering Retrofit Projects/13The annual O&M cost was
confirmed to be appropriate through comparison witter
registered CDM windfarm projects in Liaoning Praén
/56/~/59/. Therefore, it is unlikely for the ann@&M cost to
reduce significantly.

Tariff increases by 11%

The impact of the bus-bar tariff on the project IRRimilar
with the impact of on-grid output. The project IR&ter tax)
would reach 8% when the bus-bar tariff or on-gtitooit
increases 11%. However, it has been confirmed éy#tidation
team that the bus-bar tariff of the Project waseexgd to be
approved as 0.61 RMB/kWh (VAT Included) for the@m) full-
load equivalent operational hours and62BRMB/kWh after
namely 30,000 hours, which was in accordance \ughdtest
approved bus-bar tariff level for wind power prdagem
Liaoning Province/37/. Furthermore, the tariff 060
RMB/kWh (VAT Included) has been assessed duringitieity
analysis in the revised PDD. It has confirmedHhsyvalidation

was still below the benchmark even with assumetf tfr0.61

f
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RMB/kWh (VAT Included) for the first 30,000 full-ad
equivalent operational hours and 0.36RMB/kWh (VAT
Included) after namely 30,000 hours. Furthermareesthe bus
bar tariff is regulated by the National Developmand Reform
Commission, it was unlikely for the tariff to inase
significantly under the context of the project wityi.

On-grid output increases As demonstrated above, the on-grid output of tlogelet was

by 11%

estimated on the basis of 30 years regional wiadues
statistics and 1-year onsite wind measurementegptbposed
project site starting from®June 2005 to 31May 2006. The
Goldwind’s On-grid Electricity Output Report/41/tdd in
August 2007 has been provided to the validatiomteghe
electricity output calculation results of GoldwiBdience &
Technology were in line with the FSR and PDD. Adiog to
the FSR and On-grid Output Report, the wind powsources
of the Project were assessed on the basis of 36 y&gional
wind resources statistics. The 30-year average speed is
assessed as 2.4 f/based on the historic statistics of local
weather station, which was lower than the 1-yearaye wind
speed 2.8 m/s during the onsite measurement pevitdh
indicates that the wind power resources are unylitebe
underestimated by using the onsite measurementidatey the
period of £'June 2005 to 3iMay 2006. Therefore, it would b
unlikely that the average annual on-grid outpuirdythe
project operational lifetime would increase 11% paned with
the estimated value in FSR.

D

In summary, the investment analysis and sensitivitanalysis have demonstrated to the DOE

that the Project is unlikely to be financial attradive without consideration of the expected

CDM revenue.

4.5.4 Barrier Analysis

Barrier analysis has not been selected to demaeadhra additionality.

4.5.5 Common Practice Analysis

-
s
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The common practice has been carried out towardspamble windfarm projects which are

located within Liaoning Province according to tBeina Windfarm Installed Capacity Statistics in
2007/36/published by Mr. Shi Pengfei on Februar)}hza)o& which is deemed to be the latest ,
information available during validation. The valithn team has confirmed that the regulatory/
framework and investment environment for wind fgorojects are only similar and comparable jn

province according t8007 China Wind Power Report/70herefore, the validation team is able to

9 http://www.sdpc.gov.cn/zfdj/jgga/dian/t20060630 _$28.htm

19 Both the 30-year aveage and 1-year average wieeldsf.e. 2.4m/s and 2.8m/s) are based on the negasnt at the height of
10m above ground at local weather satation.

Deleted: According toNotice on
Wind Power Construction and
Management/7lissued by China
National Development and Reform
Commission (NDRC), the
provincial development and reformn
commission has the authority to
approve wind power project with
installed capacity below 50MW.
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shall be approved by NDRC.
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confirm that the geographicakopefor common practice has been appropriately adoptee. {32125??’&5?3'22?m321‘22‘; J
upper limit for the capacity range was not justifie the PDD. In fact, all the windfarms, which--
have been developed in Liaoning Province by the @nh@007 and were listed in th€hina
Windfarm Installed Capacity Statistics in 2007/36Ave been considered in the PDD. It was
confirmed by validation team taht the largest wardi considered for identification of similar

projects is “Liaoning Fuxin Gaoshanzi” project withotal installed capacity of 100.5MW.

" { Deleted: limitation

The validation has confirmed the similar windfarmjpcts were completely presented in Table B-6
of the PDDaccording to th&€hina Windfarm Installed Capacity Statistics in Z(86/and the - W Deleted: The validation has

T . checked each windfarm project
flndlngs are summarized below. listed inChina Windfarm Installed

Capacity Statistics in 2007/36/

Project Name Installed Operation Remarks " Formatted )
(Province/City/Town) Capacity Starting Year
Liaoning Dalian Hengshan 7.4AMW 1993 RMB 0.9/kWh
(Incl. VAT)*
Liaoning Wafangdian Donggang 22.45MW 1994 RMB 04kW%h
(Incl. VAT)*
Liaoning Linghai Yuji 3.75MW 1999 Small Pilot pesjt
Liaoning Bayuquan Qu Xianrendao 33.66MW 1999 RM&01kWh
(Incl. VAT)*?
Liaoning Dandong Haiyanghong 21MW 2000 RMB 1.00/kWh
(Incl. VAT)*3
Liaoning Changhai Zhangzidao 3.0MW 2002 Small Pilmtoject
supported by
National debt/74f
Liaoning Changhai Xiaochangshan 3.6MW 2002 SmallotPproject
supported by
National debt/74f
Liaoning Changhai Dachangshan 3.6MW 2003 Small tPpooject
supported by
National debt/74f
Liaoning Faku Sijiazi 9.6MW 2002 RMB 0.83/kWh
Liaoning Faku Wanghaisi East 22.1MW 2007 At valiolat®
Liaoning Shenyang Faku Wanghais 20.4AMW 2007 Aic\agion’
Liaoning Kangping 24.65MW 2003 Registeted
Liaoning Zhangwu 24.65MW 2003 Registered
Liaoning Changtu Dongzhangjia 49.5MW 2006 Regisfere
Liaoning Changtu Quantou 49 .3MW 2007 At validafion
Liaoning Huanren Pulepu 24.65MW 2006 Registéred
Liaoning Xingcheng Haibin 49.5MW 2008 Registered

1 http://vww.fenglifadian.com/fengdianzhishi/281 GHERBI

12 http://www.wwlis.cn/law/32361.html

13 http:/Avww.wwis.cn/law/32341.html

14 http://finance.people.com.cn/GB/1037/6036296.html

15 hitp:/ffinance.people.com.cn/GB/1038/59942/59949%289.html
http://cdm.unfcce.int/Projects/Validation/DB/ZSH8®QIFJZEGCZ03FM7TYPYMQC1N/view.html
7 http://cdm.unfccc.int/Projects/Validation/DB/RIXISEV6G G3CSIRBSHBHLXGEZ7AO/view.html
18 hitp://cdm.unfccc.int/Projects/DB/DNV-CUK1153828092/view

19 http://cdm.unfccc.int/Projects/DB/DNV-CUK11545257@8/view

20 http://cdm.unfcce.int/Projects/DB/DNV-CUK1169618188/view

2 http://cdm.unfccc.int/Projects/Validation/DB/287INBOF3XRG05RHSSUI87OCKMMB/view.html
22 http://cdm.unfecc.int/Projects/DB/DNV-CUK1199956528iew ( Deleted: 1 ]
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Liaoning Diaobingshan Gaoligou 49.5MW 2008 Regisie
Liaoning Fuxin Gaoshanzi 100.5MW 2008 At validafion

The windfarm projects, which have been publishethedJNFCCC website for global stakeholder
consultation, need not be considered for commoctigeaccording {¢the Tool for the _

demonstration and assessment of additionality sar8b.2/4/ According toChina National Action
Plan for Wind Power Industry Development/pdblished in June 2005, national debts were affere
for the wind power projects at Changhai and Xiadeenin Liaoning Province since 2000. Besides,
some small installations are mainly for pilot tegtor demonstration purpose, which were

Wafangdian Dongganéd/indfarm, Bayuquan Qu Xianrend#éindfarm, Dandong Haiyanghong
Windfarm and Faku SijiaxVindfarm have enjoyed the beneficial policy andtdréf of these
projects was much higher than the proposed praotity,, _

In summary, the validation team has confirmed thathere are essential distinctions between
the project activity and other similar windfarm pro jects and the project activity is not
common practice and is hence additional.

4.6 Monitoring

The project applies the approved monitoring methtaglg ACM0002Consolidated baseline
methodology for grid-connected electricity genaratirom renewable sourcégersion 07)/3/. The
selected monitoring methodology is applicable Ferroject and the monitoring plan is confirmed
to be in line with the requirement as stipulatethim applied methodology/3/.

The project is a new grid-connected windfarm pripjehe project emissions are regarded as zero.
No Leakage needs to be considered as per ACM0002dversiMonitoring of sustainable
development indicators is not required by the CégneNA. The environmental impacts are
considered minor and will be monitored by the laa@ironmental authority during the project
lifetime.

4.6.1 Parameters determined ex-ante

The baseline grid emission factor will be deterrdiag-antepased on the most recent information
available and is calculated as a combined margin, consisfitige weighted average of the OM
and BM emission coefficients. This combined mamgimssion coefficient will remain fixed during
the first 7-year crediting period.

4.6.2 Parameters monitored ex-post

According to ACMO0002, there are no project emissionleakage from newly-built wind power
project. Furthermore, it has been verified by \atiioh team that all auxiliary electrical
consumption comes from the grid, and there is ryoatimer power sources within the project
activity. Therefore, the net electricity generatiemin the project is the only parameter monitored
ex-post

The electricity imported and exported is measurethb main meter (i.e. gateway meter) installed
at the 66kV step-up station around the project sitéch has been confirmed to be in line with the
Power Purchasing Agreement. The transmission laxdbe 66 kV transmission line are

2 http://lcdm.unfccc.int/Projects/DB/TUEV-SUED119575505/view
24 http://cdm.unfccc.int/Projects/DB/DNV-CUK 1218622208/ view
2 http://cdm.unfccc.int/Projects/Validation/DB/3YQQZBPGNK11YAB4UE9OCKZKOCWM/view.html
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considered and it will be subtracted from the metteicity supplied to NECG for conservatiess

as part of monitoring plagh separate table has been provided by projectqieattits in Section
B.7.1 of the PDD Version 02.7 dated ori"ovember 2009/1/. The validation team has checked
the process of monitoring the line losses betwkerstep-up station and the substation. The line
losses of the project activity will be calculatemhsidering the readings of the gateway meter
installed at the 66kV step-up station, the backepens installed at the substation, and the gateway
meters of other windfarms which have been connestédand delivered the electricity to NECG
through the same transmission line. Detailed catmr formulas have been provided in the Section
B.7.1 of the revised PDD and the validation teamficans the monitoring of the line losses is thus
feasible in the context of the project activity.

The measurement will be hourly carried out and mmgmecorded and the data will be monitored
and electronic archived. The data will be crosszkbd against the sales receipts from the grid
company.

4.6.3 Management system and quality assurance

The implementation of the Monitoring Plan state@écttion B.7.2 of the PDD. The monitoring
plan of the proposed project includes the followsing

1). Key data to be monitored

2). Metering system

3). Data collection and reporting

4). Calibration and accident treatment of meter anderived
5). The operational and management structure for mamgo
6). Data management system

7). Verification

The management system and quality assurance hasbf#ieiently identified in the PDD. The
project owner will set up a CDM Monitoring Office@d designate a qualified staff responsible for
all relevant matters including monitoring, dataledion and archiving, QC/QA, and verification.
The management structure for monitoring has besarlgl described in the PDD and the
responsibilities of Office Manager, Audit SectiamdaVonitoring Section have been clearly
identified.

The management team, technical staff, operatiomaidtenance staff will receive periodic
training from CDM development center of CPCEC, vahtan ensure all involved staff is
competent for operation of the monitoring systehme Training program/28/ has been reviewed by
validation team and is completely and appropriatielgumented. More detailed training procedure
and records will be available to DOE at verificatgtage.

The QA/QC and data management procedures arelatablg described in the PDD. Detailed
procedures have been developed and the implen@ntstihese will enable subsequent
verification of the project’s emission reductiofifie data monitored and required for verification
and issuance are to be kept for two years afteenideof the crediting period or the last issuarfce o
CERs for this proposed project activity, whateverws later.

Therefore, the validation team is able to confirm hhat the project participant is competent to
implement the monitoring plan under the context ofthe project activity.

/
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4.7 Estimate of GHG Emissions

Since the project activity utilizes wind power fectricity generation, no auxiliary fuels will be
used and it is verified by the validation team dgrihe on-site inspection. The auxiliary electyicit
consumption only comes from the grid and will belesled during baseline emission calculation.
Therefore, the project emission is thus determameedero according to ACM0002. (PEy=0).

According to ACM0002, potential emission arisingrfr power plant construction, fuel handling
and inundation do not need to be considered aadeak herefore, no leakage needs to be
considered for the project activity (Ly=0).

The baseline emission factor for the project, usirgcombined margin (CM) approach, is fixed
anteduring the first 7-year crediting period accordifige default weights for the proposed project
of 75% OM and 25% BM have been selected accordirigtl to calculate the emission factor for
an electricity system (version 01.1)/5/. For th&uglation of OM emission factor, simple OM
emission factor calculation method is chosen bexbys cost/must run projects constitute less than
50% of the total grid generation and data is nailalle for applying the dispatch data analysis.
The average emission factor for the grid for ea fype is calculateex-antebased on a 3-year

full generation-weighted average of the data albélérom 2004-2006 derived fro@hina Electric
Power YearbookndChina Energy Statistics Yearbook 2005-2007/11/MAich are the most

recent information at the time of submission foidation. Because plant specific fuel consumption
and electricity generation data is not publiclyilalde in China, a deviation of the baseline
methodology of AMO0O05 (later replaced by ACM000gpeoved by the EB (as detailed in the PDD)
is adopted for using relevant emission data reggniblished by the DNA of P.R. China on"8

July 2008/38/. According to the revised PDD, the @mission factor of NECG is calculated as
1.2561 tCQe/WMh and the BM emission factor of NECG is caltedhas 0.7946 tC@&/WMh. The
combined margin (CM) of NECG is thus calculated d108tCO,e/WMh. By considering the
annual on-grid output of 110,458MWh generated ftbenproject activity, the emission reductions,
which equals to the baseline emissions, are thoslated as 126,010 tG® per year. The OM and
BM calculation spread sheet was checked by thelatidin team and the data preciseness was
confirmed to be in line with the revised PDD.

In summary, the GHG emissions calculations aresprarently documented and appropriate
assumptions regarding expected amount of elegtigeherated have been used to forecast emission
reductions. A conservative approach has been adlapteoth the prediction of baseline emissions
and project emissions.

All assumptions made for estimating ] Yes
GHG are listed in the PDD [INo
All data used by project participants aréx] Yes
listed in the PDD [ INo
Their references and sources are alsq [X] Yes
listed in the PDD [ INo
Formulas, parameters, values are X Yes
complete, accurate, transparent and | [_| No
conservative

All the references and documents usedx] Yes
are correctly quoted and conservativelyl | No
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Methodology has been applied correctip<] Yes
to calculate project emissions, baseling_] No
emissions, leakage emissions and
emission reductions

All the emissions of baseline emissiongx] Yes
can be replicated using information | [_] No
provided in the PDD

4.8 Sustainable Development

The host party’s DNA, National Development and Ref@ommission has confirmed the
contribution of the project to the sustainable dewment in China according to the Letter of
Approval for the Project/43/, which was checkedwy validation team to be valid.

4.9 Environmental Impacts

The environmental impact assessment (EIA)/7/ fr pinoject was carried out by the Liaoning
Research Academy of Environmental Sciences in Dbee2006. The EIA report has been
approved by the Liaoning Environmental Protectiameu on 36 March 2007.

The conclusion of the report has been describdiakeiiPDD. According to the environmental impact
assessment required by the host country, Chicanibe verified that the impacts are not
considered significant. The expropriated land reentproperly compensated according to local
governmental policy. The Land Compensation Agredsié®/ have been checked to be valid.

In addition, no significant environmental impactsreidentified during the on site assessment.
This is further confirmed by the Head of local Bovimental Protection Bureau during onsite visit.
No environmental complaint was received since tiogept commences its construction.

4.10 Comments by Local Stakeholders

Local stakeholders were invited through a questine/B0/ to provide comments on the project. In
the survey, 67 questionnaires were distributeddallstakeholders and 67 questionnaires were
returned giving a 100% responding rate. TUV Rheidlhas reviewed all the questionnaires
received. The local stakeholders, including govemninofficial of Beita County, local institution
(agricultural bureau, water resources station)lacal villagers, are adequately invited.

The survey shows that the proposed project recsivegort from the local people. The processes
by which comments from local stakeholders have limated and compiled, has been described
within Section E of the PDD. Furthermore, during tn site visit, representatives from the local
community were interviewed. In general, the intewées show adequate understanding of the
nature of the project and agreed that the projectidvbenefit the environment, society and
economic development. The response is overall stippo
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4.11 Comments by Parties, Stakeholders and NGOs \\{Benazi I Wind Farm Project

The PDD of “28' January 2008 version 1” was made publicly avadiatsi TUV Rheinland’s
websitefttp://www.tuvdotcom.com/pi/web/TuvdotcomldSearsbhRexml?option=tested products

by tuvdotcomid&LanguageChanged=en-us&TUVdotCOMIDEB04505Y and Parties,
stakeholders and NGOs were through the CDM websitted to provide comments during a 30
days period from “6 February 2008” to “6 March 2008”, where no comment was received and is
given in this period.
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Table 1. Mandatory Requirements for Clean Developmnt Mechanism (CDM) Project Activities Beitazi | Wind Farm Project

Requirement Reference Conclusion

About Parties
The project shall assist Parties included in Annexachieving compliance with Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
The project shall assist non-Annex | Parties intidbuating to the ultimate objectivel Kyoto Protocol Art.12.2. OK
of the UNFCCC.
The project shall have the written approval of wéuy participation from the Kyoto Protocol GAROL
designated national authority of each Party inviblve Art. 12.5a,

CDM Modalities and Procedures §40a
The project shall assist non-Annex | Parties ineaghg sustainable development | Kyoto Protocol Art. 12.2, CARO1
and shall have obtained confirmation by the hoahty thereof. CDM Modalities and Procedures §40a
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 result CDM Modalities and Procedures Appendix
in a diversion of official development assistannd & separate from andisnot | B, §2
counted towards the financial obligations of thBaeties.

Parties participating in the CDM shall designateational authority for the CDM. CDM Modalities aRdocedures §29 OK
The host Party and the participating Annex | Pahigll be a Party to the Kyoto CDM Modalities 830/31a OK
Protocol.

The participating Annex | Party’s assigned amotnatlshave been calculated and| CDM Modalities and Procedures 831b OK
recorded.

The participating Annex | Party shall have in placeational system for estimating CDM Modalities and Procedures 831b OK
GHG emissions and a national registry in accordaviteKyoto Protocol Article 5

and 7.

About additionality

Reduction in GHG emissions shall be additionalrtg that would occur in the Kyoto Protocol Art. 12.5c, GARGY
absence of the project activity, i.e. a CDM projtivity is additional if CDM Modalities and Procedures 843
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Requirement Reference Conclusion
anthropogenic emissions of greenhouse gases bgesoare reduced below those GARO8
that would have occurred in the absence of thestegid CDM project activity. CARO9
cLo4
cLo5
CLOs
CLOY
€LO8
About forecast emission reductions and environmentampacts
The emission reductions shall be real, measuratnlegyeve long-term benefits Kyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.
For large-scale projects only
Documentation on the analysis of the environmantphcts of the project activity,| CDM Modalities and Procedures 837c OK
including transboundary impacts, shall be submitéedl, if those impacts are
considered significant by the project participaottshe Host Party, an environmental
impact assessment in accordance with procedumresjased by the Host Party shall
be carried out.
About stakeholder involvement
Comments by local stakeholders shall be invitezljramary of these provided and CDM Modalities and Procedures 837b OK
how due account was taken of any comments received.
Parties, stakeholders and UNFCCC accredited NG@alsishwve been invited to CDM Modalities and Procedures 8§40 OK
comment on the validation requirements for minim@@rdays, and the project
design document and comments have been made publiziable.
Other
The baseline and monitoring methodology shall lexipusly approved by the CDMCDM Modalities and Procedures 837e OK
Executive Board.
* MoV = Means of Verification, DR= Document Revieu~ Interview
CDM Validation 01 997 9105045057 rev. QA, 42
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Requirement Reference Conclusion Beitazi I Wind Farm Project
A baseline shall be established on a project-sigduifsis, in a transparent manner, CDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and circumstances.
The baseline methodology shall exclude to earn (BRdecreases in activity levelSCDM Modalities and Procedures 847 OK
outside the project activity or due to force mageur
The project design document shall be in conformavitethe UNFCCC CDM- CDM Modalities and Procedures Appendix  OK
PDD format. B, EB Decision
Provisions for monitoring, verification and repagishall be in accordance with theCDM Modalities and Procedures 837f OK
modalities described in the Marrakech Accords ahelant decisions of the
COP/MOP.
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review= = Ref.  MoV* COMMENTS a ina
. Concl.  Concl.
Interview
A. General Description of Project Activity
The project design is assessed.
A.1 Project Boundaries
Project Boundaries are the limits and borders diefj the
GHG emission reduction project.
A.1.1 Are the project’s spatial boundaries (geobiegl) clearly . /1/ DR | Yes. The project is located at Xiaodianzi cLo1 OK
defined? 13/ Village, Beita County, Beipiao City, Liaoning (Refer to
8/ Province. The geographical coordinates are Table 3)
120.8656°-120.9258°E , 42.2192°-42.26Q9°N B
CLO1
The project proponents are requested to clearly
describe the windfarm boundary with a more
precise map or geographical coordinates that
could be clearly identified.
A.1.2 Are the project’s system boundaries (comptand /1/ | DR | Yes. The electricity generated by the project CLO3 OK
facilities used to mitigate GHGS) clearly defined? 13/ will be delivered to Northeast China Grid (Refer to
15/ (NECG) through Liaoning provincial grid. The Table 3)
NECG is defined as the project’s system
boundary.
CLO3
The project proponents are requested to present
in Section B.3 a flow diagram of the project
boundary, physically delineating the project
activity, based on the descriptions provided in
section A.4.3.
CDM Validation 01 997 9105045057, rev. QA. 44
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel= | Ref.  MoV* COMMENTS i L
Interview Concl.  Concl.
A.2 Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD aH we
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project
Participant.
A.2.1 Which Parties and project participants antigpatingin = /1/ | DR | The host party is People’s Republic of China, GARG2 ~ OK
the project? 19/ and project participant from Host Country is: (Refer to
143/ Zhongdiantou Northeast New Energies Table 3)
Development Co., Ltd. The Annekcountry is
Germany, and project participant from Anne
I country is KfW.
CARO2
Page 2, A.3, the project participant name from
China is Zhongdiantou Northeast New Energies
Co., Ltd. which is not consistent with the
participant name on Page 29, Annex 1. Please
correct the project participant name as per the
business licence and keep it consistent.
A.2.2 Have all involved Parties provided a validi@omplete /1| DR | The Letters of Approval from China DNA and GARG1 ~ OK
letter of approval and have all private/public patjparticipants /43/ German DNA have been received. (Refer to
been authorized by an involved Party? CARO1 Table 3)
The Letters of Approval from Host Party China
and the participating Annex | Party Germany
are not received yet.
A.2.3 Do all participating Parties fulfil the panifyation /1l DR | Yes. OK OK
45
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel= | Ref.  MoV* COMMENTS a ina
. Concl. Concl.
Interview
requirements as follows: 143/ -China has ratified the Kyoto Protocol orf"30
- Ratification of the Kyoto Protocol August, 2002.
S -Germany has ratified the Kyoto Protocol on 31
- Voluntary participation May 2002
- Designated a National Authority DNA of China is National Development and
Reform Commission;
DNA of Germany is Umweltbundesamt -
Deutsche Emissionshandelsstelle.
A.2.4 Potential public funding for the project frdParties in /171 DR | The validation did not reveal any information ~ OK OK
Annex | shall not be a diversion of official devetoent /17/ | | thatindicates that the project can be seen as a
assistance. 18/ diversion of official development assistance
(ODA) funding towards China.
A.3 Technology to be employed
Validation of project technology focuses on thggub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and know-is
used.
A.3.1 Does the project design engineering reflectent good  /1/ DR | Yes. The technology was domestic produced OK OK
practices? /8/ and reflect current good practice.
122/
A.3.2 Does the project use state of the art tedgyodr would 1/ DR  Yes. 33 wind turbines with Model No. S77- GCAR03 OK
the technology result in a significantly betterfpenance than = /g [ 1500 will be installed for the project activity, (Refer to
any commonly used technologies in the host country? 122/ and the manufacturer is Xinjiang Goldwind Table 3)
Science and Technology Co., Ltd. which is
domestic technology provider.
CDM Validation 01 997 9105045057, rev. QA. 46
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel= | Ref.  MoV* COMMENTS a ina
. Concl. Concl.
Interview
CARO03
Please recheck the technical specifications with
the equipment purchasing contract, and the
main technical parameters of the wind turbing
and generator should be provided in Table A-1,
on Page 4 in the PDD.
A.3.3 Does the project make provisions for meetiaqiingand /1/ = DR | Yes. The project owner will establisha CDM OK OK
maintenance needs? 128/ | Monitoring Office and the CDM office
manager will manage the process of training
staff. All staff involved in the CDM projects
will receive some periodic training to collect
and archive monitoring data.
A.4 Contribution to Sustainable Development
The project’s contribution to sustainable develophig
assessed.
A.4.1 Has the host country confirmed that the migessists itin /17 DR  The LoA from host country has been receivedgargl OK
achieving sustainable development? 7/ and China DNA has confirmed the project (Refer to
143/ assists in achieving sustainable development. Table 3)
A.4.2 Will the project create other environmentasocial /1/ DR  Yes. The Project will produce positive OK OK
benefits than GHG emission reductions? 17/ | environmental impacts and economic benefits
/8/ and contribute to the local sustainable
development, especially on the alleviation of
power shortage in the local areas, creating new
job opportunities for the local people.
B. Project Baseline
CDM Validation 01 997 9105045057, rev. QA. 47
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The validation of the project baseline establisivesther the
selected baseline methodology is appropriate anetiér the
selected baseline represents a likely baselinessten
B.1 Baseline Methodology
It is assessed whether the project applies an gppate
baseline methodology.
B.1.1 Does the project apply an approved methogadmgl the =~ /1/ DR  The project applies the approved baseline | GARG4  OK
correct version thereof? 13/ methodology ACM0002 “Consolidated (Refer to
38/ baseline methodology for grid-connected Table 3)
electricity generations from renewable sources”
Version 07.
CAR04
The title of ACMO0002 Version 7 should be
revised as per the publishing methodology on
UNFCCC website.
B.1.2 Are the applicability criteria in the bas@limethodology = /1/ = DR  Yes. The baseline methodology is applicable OK OK
all fulfilled? 13/ | because the project activity is a new grid-
15/ connected windfarm project. The applicability
138/ for ACMO0002 is justified as follows:
- The project is a new wind farm plant to
supply the electricity capacity additions;
- The project does not involve switching from
fossil fuels to a renewable energy source at the
proposed site;
- The geographic and system boundaries for the
electricity grid (NECG) to which the proposed
/{ Deleted: 1
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project will be connected can be clearly
identified and information on the characteristics
of the grid is available.
B.2 Baseline Scenario Determination
The choice of the baseline scenario will be vaédatvith
focus on whether the baseline is a likely scenanial
whether the methodology to define the baselinessiz®en
has been followed in a complete and transparentrean
B.2.1 What is the baseline scenario? /1/ | DR | The baseline scenario is justified as the oK oK
/3/ electricity delivered to the grid by the project
/5/ activity would have otherwise been generated
by the operation of grid-connected power plants
and by the addition of new generation sources
within Northeast China Grid, as reflected in the
combined margin (CM) calculations described
in the “Tool to calculate the emission factor for
an electricity system” version 01.1.
B.2.2 What other alternative scenarios have beasidered and /1/ DR  Since the project is a new wind-farm project, AR5 OK
why is the selected scenario the most likely one? 13/ I no other alternative scenarios needs to be (Refer to
considered according to ACM0002 Version Q7. Table 3)
CARO05
The project proponents are requested to justify
the baseline scenario according to the applied
methodology ACM0002 Version 07.
B.2.3 Has the baseline scenario been determinextding to 1/ DR Yes, the baseline scenario has been determinegk OK
the methodology? I3/ according to ACM0002 Version 07
| CDM Validation 01 997 9105045057, rev. QA. 49
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B.2.4 Has the baseline scenario been determined usi /1/ | DR | CARO6 CAROS OK
conservative assumptions where possible? 13/ The project proponents are requested to update (Refer to
the OM and BM emission factors according to Table 3)
the most recent data available at the time of
PDD submission for validation.
B.2.5 Does the baseline scenario sufficiently fake account /1/ DR | Yes. The renewable energy policy, power OK OK
relevant national and/or sectoral policies, macoemic 13/ | industry development of NECG and other
trends and political aspirations? 138/ relevant national policy have been considered.
B.2.6 Is the baseline scenario determination coitleatith the  /1/ DR | Yes. The baseline scenario determinationis: OK OK
available data and are all literature and sourtezsly /15/ | compatible with the available data.
referenced?
B.2.7 Have the major risks to the baseline beentified? /1/ = DR | There are no major risks to the baseline oK oK
scenario.
B.3 Additionality Determination
The assessment of additionality will be validatétth w
focus on whether the project itself is not a likedgseline
scenario.
B.3.1 Is the project additionality assessed acogrth the /1/ | DR | Yes. “Tool for demonstration and assessment OK OK
methodology? 13/ of additionality” Version 05.2 is applied as per
14/ the methodology and is the latest.
B.3.2 Are all assumptions stated in a transpanedt a /1/ | DR | Yes. All assumptions are stated in a transparenOK oK
conservative manner? /3/ and conservative manner.
50
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14/
B.3.3 Is sufficient evidence provided to suppoe thlevance of  /1/ DR | CAROS8 CARQS OK
the arguments made? 14/ | All basic parameters, i_ncluding equity ratio, CARG9  (Refer to
n1 annual O&M cost and interest rate, etc, shall bE Table 3)
provided on Page 8. Moreover, a basic
113/ parameters sheet shall be involved in the IRR S0
114/ spread sheet in a transparent manner. CLO6
115/ cLo7?
116/ CAR09 cLos
127 The installed capacity of Liaoning Xianrendap
is indicated as 32.60 MW in Table B-4 which is
132/~ not consistent with what indicated in Sub-step
139/ 4b.
141/
142/ CLO4
149/~ The project proponents are requested to further
/59/ clarify with supporting information on how to
61/ justify the alternative with respect to
“construction of a power plant using other
162/ renewable energy”.
163/
CLO5
The project proponent is required to give
clarifications in the PDD on how to justify the
benchmark as 8% on Page 8 “Sub-step 2b.
Option Ill. Apply benchmark Analysis”.
CLO6
The bus-bar tariff was estimated as 0.501
RMB/kWh in the investment analysis for the
project activity. However, according to the
51
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latest bus-bar tariff approval for windfarm
projects within Liaoning Province by NDRC,
the bus-bar tariff shall be 0.61 RMB/kWh
(VAT Included) for the first 30,000 full-load
equivalent operational hours and the bus-bal
tariff after namely 30,000 hours shall be
executed according to the average tariff leve
which will be approved by National
Development and Reform Commission. The
project proponents are requested to clarify fo
such inconsistency and the impact on projec
IRR should be substantiated.

CLO7

The project proponents are requested to clari

why the total static investment is not likely to
reduce significantly during sensitivity analysi
Existed explanation is not plausible since the

static investment does not include the tax rat

and the project IRR is adopted for investmen
analysis, on which interest rate has no impac

CLO8

The windfarm projects listed in the PDD are
not complete in Liaoning Province through
comparison with China Windfarm Installed
Capacity Statistics in 2007, which was check
by the Validation Team on the official websit
of National Windpower Engineering
Technology Research Center. Furthermore,
project proponents are requested to justify th

-

(0] b

—

(4%
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essential distinctions between the proposed
project and other similar windfarm projects ir;
Liaoning Province.

B.3.4 If the starting date of the project actividybefore the date
of validation, has sufficient evidence been prosglitieat the
incentive from the CDM was seriously considerethim
decision to proceed with the project activity?

11/
115/
119/
120/
121/
122/

DR

The expected CDM revenue has been
considered to overcome the investment barr
for the project activity at the beginning of the
project design according to the Project FSR
issued in July 2007. The CDM buyer bidding
for the Project was arranged in July 2007. Tt
incentive of CDM was essential for the proje

owner to proceed with the project investment.

CARO7

Following the latest Guidance for Completing
the Project Design Document (Annex12/EB4
the project proponents shall clearly demonst
in Section B.5 regarding the implementation
timeline of the proposed CDM project activity
with documented evidence (e.g. construction
starting permission letter, main equipment
contract and board meeting minutes et. al).
Moreover, the project proponents shall also
clearly demonstrate timeline of events and
actions which have been taken to achieve C

registration, with descriptions of the evidence

used to support these actions.

ers

e

Y
~+

”

1),
-ate

OK

B.4 Calculation of GHG Emission Reductions —

Project emissions

It is assessed whether the project emissions atedst
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according to the methodology and whether the
argumentation for the choice of default factors &atlies
— where applicable — is justified.
B.4.1 Are the calculations documented accordirti¢o /1/ | DR | Yes. The project emission is determined as zer®K OK
approved methodology and in a complete and traespar 13/ for wind power project as per ACM0002.
manner?
B.4.2 Have conservative assumptions been used when /1/ | DR | Yes. OK OK
calculating the project emissions? /3/
B.4.3 Are uncertainties in the project emissiofnestes /1/ | DR | No major uncertainties are addressed when ~ OK oK
properly addressed? estimating project emission in the PDD.
B.5 Calculation of GHG Emission Reductions —
Baseline emissions
It is assessed whether the baseline emissiongatexls
according to the methodology and whether the
argumentation for the choice of default factors &atlies
— where applicable — is justified.
B.5.1 Are the calculations documented accordirti¢o /1/ DR | Yes. The baseline emission factor for the oK oK
approved methodology and in a complete and traagpar 13/ project is determined ex-ante as a combined
manner? /5/ margin emission f_actor, whiph is co_mbinatior
1/ of operating margin and build margin for
NECG. The calculations comply with
112/ ACMO0002 and relative information available
115/ including IPCC Guideline, China Electric
/16/ Power Yearbook 1999~2007, and China
/38/ Energy Statistical Yearbook 2004~2007, etc
/{ Deleted: 1
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B.5.2 Have conservative assumptions been used when /1/ | DR | The baseline emissions have been calculatedcaR10 OK
calculating the baseline emissions? /16/ according to the most recent information of (Refer to
138/ Chinese grid baseline emission factors Table 3)
published by China DNA on 8uly 2008.
CAR10
The baseline emissions for the Project shall be
revised with the updated OM and BM emission
factors, which are calculated according to the
most recent data available at the time of PDD
submission for validation.
B.5.3 Are uncertainties in the baseline emissidmedes /1/ | DR | No significant uncertainties have been OK OK
properly addressed? addressed when estimating baseline emissions
in the PDD.
B.6 Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.
B.6.1 Are the leakage calculations documented daogto the | /1/ DR | No leakage needs to be considered for wind ~ OK OK
approved methodology and in a complete and traespar 13/ power project as per ACM0002.
manner?
B.6.2 Have conservative assumptions been used when 1/ DR | VYes. OK OK
calculating the leakage emissions? /3/
CDM Validation 01 997 9105045057, rev. QA. 55
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B.6.3 Are uncertainties in the leakage emissiomeses /1/ | DR | No significant uncertainties have been OK OK
properly addressed? addressed when estimating leakage emissions
in the PDD.
B.7 Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
B.7.1 Are the emission reductions real, measurategive /1/ DR | Yes. The emission reductionraal, OK OK
long-term benefits related to the mitigation ofrdite change. /3/ measurable and give long-term benefits
related to the mitigation of climate change
B.8 Monitoring Methodology
It is assessed whether the project applies an gpgate
baseline methodology.
B.8.1 Is the monitoring plan documented accordinthe /1/ DR | Yes.
approved methodology and in a complete and traaspar 3/
manner? /5/
B.8.2 Will all monitored data required for veriftaan and 1/ DR | Yes. As mentioned in PDD, the data monitored OK OK
issuance be kept for two years after the end oftéditing 13/ and required for verification and issuance are to
period or the last issuance of CERs, for this mtogetivity, be kept for two years after the end of the
whichever occurs later? crediting period or the last issuance of CERs
for this proposed project activity, whatever
occurs later.
B.9 Monitoring of Project Emissions
It is established whether the monitoring plan pdes for
/{ Deleted: 1
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reliable and complete project emission data oveeti

B.9.1 Does the monitoring plan provide for the eclion and /1/ | DR | Yes. The project emission is determined as zerd®K OK
archiving of all relevant data necessary for edtionaor 13/ | | for wind power project as per ACM0002.
measuring the greenhouse gas emissions withinrtjecp
boundary during the crediting period?

B.10 Monitoring of Baseline Emissions

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

B.10.1 Does the monitoring plan provide for thdesttion and 1/ DR Yes. The project uses the ex-ante determi_na_tiorDK OK
archiving of all relevant data necessary for deieimg baseline /3, | approach to calculate the OM and BM emission

emissions during the crediting period? 138/ factors. The electricity imported and exported
is measured by the main meter (i.e. gateway

meter) installed at the 66kV step-up station
around the project site, which has been
confirmed to be in line with the Power
Purchasing Agreement. The transmission losses
of the 66 kV transmission line are considered
and it will be subtracted from the net electricity
supplied to NECG for conservative during

verification.
B.10.2 Are the choices of baseline GHG indicatessbpnable /1/ DR | Yes. OK OK
and conservative?
B.10.3 Is the measuremeantthodclearly stated for each 1/ DR | Yes The electricity imported and exported is oK OK
baseline indicator to be monitored and also deesppdopriate? /3/ measured by the main meter (i.e. gateway
18/ meter) installed at the 66kV step-up station
around the project site, which has been [ Deleted: 1
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confirmed to be in line with the Power
Purchasing Agreement. The transmission losses
of the 66 kV transmission line are considered
and it will be subtracted from the net electricity
supplied to NECG for conservative during
verification.
B.10.4 Is the measuremegquipmentescribed and deemed 1/ DR  Yes. OK OK
appropriate? 13/ |
18/
B.10.5 Is the measuremeatcuracyaddressed and deemed /1/ | DR | Yes. The measurement accuracy of the OK OK
appropriate? Are procedures in place on how to wehl I electrical meter is 0.2 S. The procedure to deal
erroneous measurements? with erroneous measurement is identified in the
PDD.
B.10.6 Is the measuremdanterval for baseline data identified = 1/ DR | Yes. The electricity supplied to NECG will be OK OK
and deemed appropriate? I hourly measured and monthly recorded.
B.10.7 Is theegistration, monitoring, measuremeand /1/ ~ DR | Yes. The procedure for registration, OK OK
reporting procedure defined? I monitoring, measurement and reporting are
identified in the monitoring plan.
B.10.8 Are procedures identified foraintenancef monitoring = /1/ DR | Yes. The monitoring equipment and OK OK
equipment and installations? Are the calibratidarivals being I installations are maintained by qualified
observed? organisation according to relevant national
standard and regulations, and all installed
metering equipment are calibrated and checked
periodically.
CDM Validation 01 997 9105045057, rev. QA. 58
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B.10.9 Are procedures identified for day-to-dayorels handling /1/ DR | Yes. The procedures for day-to-day records; OK OK
(including what records to keep, storage areaadras and how handling are identified in the monitoring plan
to process performance documentation) in the PDD.
B.11 Monitoring of Leakage
It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.
B.11.1 Does the monitoring plan provide for theationand =~ /1/ DR | No leakage needs to be considered for wind ~ OK OK
archiving of all relevant data necessary for deieimg leakage? 3/ power project as per ACM0002.
B.11.2 Are the choices of project leakage indicateasonable | /1/ DR | Idem. OK OK
and conservative? 13/
B.11.3 Is the measurementethodclearly stated for each 1/ DR  Idem. OK OK
leakage value to be monitored and deemed apprepriat 13/
B.12 Monitoring of Sustainable Development
Indicators/ Environmental Impacts
It is assessed whether choices of indicators aasopable
and complete to monitor sustainable performance ove
time.
B.12.1 Is the monitoring of sustainable developniedicators/ | /1/ = DR | Neither ACMO002 nor the Chinese DNA OK OK
environmental impacts warranted by legislatiorhia host 17/ requires the collection and archiving of relevant
country? data concerning environmental, social and
economic impacts. However the environmental
impacts will be monitored by local
environmental authority.
B.12.2 Does the monitoring plan provide for thdesttion and 1/ DR | Idem. OK OK
59
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archiving of relevant data concerning environmerdatial and . /3/
economic impacts? 171
B.12.3 Are the sustainable development indicatolge with /1/ DR  Idem. OK OK
stated national priorities in the Host Country?
B.13 Project Management Planning
It is checked that project implementation is prdper
prepared for and that critical arrangements are
addressed.
B.13.1 Is the authority and responsibility of ovepaoject /1/ | DR | Yes. The authority and responsibility of project OK oK
management clearly described? 123/ | management is clearly described in the PDD.
B.13.2 Are procedures identified for training of mitoring 1/ DR | Yes. The monitoring personnel will receive OK OK
personnel? | some periodic training for CDM monitoring
from CPCEC CDM Development Centre. A
training program has been compiled by the
project owner. The CDM office manager will
ensure that only trained staff is involved in the
operation of the monitoring system.
B.13.3 Are procedures identified for emergency prefness for /1/ | DR | No emergency situations which can cause OK OK
cases where emergencies can cause unintended@m&si | unintended emissions are forseen from the
project.
B.13.4 Are procedures identified for review of repd 1/ DR | Yes. The procedures for review of reported OK OK
results/data? results/data have been identified in the
monitoring plan.
B.13.5 Are procedures identified for correctivei@cs in order  /1/ DR  Yes. Detailed procedures will be in place and ok OK
to provide for more accurate future monitoring agplorting? maintained and implemented at the latest
prior to the start of the crediting period to {Ddeted: 1
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enable subsequent verification of emission
reductions
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariétseoproject are
clearly defined.
C.1 Are the project’s starting date and operatidifetime 1/ DR @ Yes. The starting date of the project OK OK
clearly defined and evidenced? I3/ construction is 20, September, 2007, and the
21/ lifetime of the project is expected to be 20
years.
C.2 Is the start of the crediting period clearlfinked and /1/ = DR | Yes. Renewable crediting period of 7 years is CLO2 OK
reasonable? [ selected and the starting date of the first (Refer to
crediting period is %, September 2009 or the Table 3)
date of registered, whichever is later.
CL02
The starting date of the crediting period is
selected as®1August 2008 which is unrealistic
and needs to be updated.
D. Environmental Impacts
Documentation on the analysis of the environméntphcts will
be assessed, and if deemed significant, an ElAdheuprovided
to the validator.
D.1 Has an analysis of the environmental impactb@froject  /1/ DR | Yes. The EIA was carried out by Liaoning OK OK
activity been sufficiently described? 17/ Academy of Environmental Sciences in
December 2006, and the impacts were
identified in the EIA report. The mitigation
measures will be performed to alleviate the
impact of construction and operation of the
CDM Validation 01 997 9105045057, rev. QA. 61
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project activity on local residents and
ecosystems.
D.2 Are there any Host Party requirements for avif@nmental /1/ | DR | Yes. The EIA report has been approved by |  OK OK
Impact Assessment (EIA), and if yes, is an EIA appd? 17/ Liaoning Environmental Protection
Administration in March, 2007.
D.3 Will the project create any adverse environraketfects? /1/ | DR | Environmental impacts have been addressed inOK OK
17/ the EIA report. The negative impacts will be
160/ alleviated through mitigation measures which
were suggested in the EIA report. No
significant adverse environmental effects are
expected from the project activity.
D.4 Are transboundary environmental impacts coms@ié1 the | /1/ | DR | No transboundary environmental impacts are  OK OK
analysis? 17/ foreseen in the project activity.
D.5 Have identified environmental impacts been assked in /1/ DR | Yes. The EIA has been carried out and the OK OK
the project design? 17/ environmental impacts have been identified in
Section D in the PDD.
D.6 Does the project comply with environmental stgfion in /1/ . DR | Yes. The EIA report was approved by Liaoning OK OK
the host country? 17/ Environmental Protection Administration.
E. Stakeholder Comments
The validator should ensure that stakeholder contsiieave beer
invited with appropriate media and that due accduams been
taken of any comments received.
/{ Deleted: 1
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Liaoning Beipiao Beitazil Wind Farm Projey ,TUV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel=  Ref. MoV* COMMENTS a na
. Concl.  Concl.
Interview
E.1 Have relevant stakeholders been consulted? /1/ | DR | Yes. The project owner completed a specific  OK OK
17/ | investigation on stakeholder comments in the
146/ form of questionnaires, newspaper and
notification.
E.2 Have appropriate media been used to invite cemsrby /1/ | DR | Idem. OK OK
local stakeholders? 146/ |
E.3 If a stakeholder consultation process is requiy /1/ . DR  Yes. The stakeholder consultation process is OK OK
regulations/laws in the host country, has the $takker 124/ I carried out in accordance Chinese EIA
consultation process been carried out in accordartbesuch 146/ regulations.
regulations/laws?
E.4 Is a summary of the stakeholder comments redeiv /1/ | DR | Yes. The summary of stakeholder comments OK OK
provided? 146/ received is described in the PDD.
E.5 Has due account been taken of any stakehotiements /1/ DR | All stakeholder comments are supportive to the OK OK
received? 17/ project activity, and no objections are received
124/ during investigation.
Table 3 Resolution of Corrective Action and Clarifcation Requests
CDM Validation 01 997 9105045057, rev. QA. 63
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist

guestion in

table 2
CARO1 _ A2.2 The Letters of Approval from China DNA| The LoA from China DNA and German
The Letters of Approval from Host Party China A2.3 and German DNA have been received andDNA have been received and checked by
and the participating Annex | Party Germany ate provided to DOE. the validation team to be valid. See deta
not received yet. o in Section 4.1.

CAROL1 is therefore closed.
CARO2 _ . A2.1 The project participant name from Chinali©OK.
Page 2, A.3, the project participant name from Zhongdiantou Northeast New Energies | The project participant name has been
China is Zhongdiantou Northeast New Energies Development Co., Ltd. And it keeps checked to be consistent with the business
Co., Ltd. which is not consistent with the consistent in PDD. licence of the project owner. Furthermore
participant name on Pa_lg'e 29, Annex 1. Please the contact information of the project
correct the project participant name as per the participants is confirmed to be in line with
business licence and keep it consistent. the Modalities of Communication
The CAR is therefore closed.

CARO3 . - . A3.2 The technical specifications have been | OK.
Please recheck the technical specifications with revised and were consistent with the 33 units of Xinjiang Goldwind 77/1500
the equipment purchasing contract, and the main

technical parameters of the wind turbine and
generator should be provided in Table A-1, on
Page 4 in the PDD.

equipment purchasing contract and
provided in table A-1 in the PDD.

wind turbines are adopted for the project
activity. The key technical specifications
are listed in the Table A-1 in the revised
PDD and are confirmed to be in line with
the Equipment Purchasing Contract.

The CAR is therefore closed.
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Liaoning Beipiao Beitazil Wind Farm Projey - TOV Rheintand Group
Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion o I Deleted: Liaoning Beipiao
action requests by validation team checklist Beitazi [ Wind Farm Project
question in
table 2
CARO4 B.1.1 The title of ACMO002 Version 7 has been OK.
The title of ACMO0002 Version 7 should be revised in the PDD. The title of ACM0O002 Version 7 has beer
revised as per the publishing methodology on revised.
UNFCCC website.
The CAR is therefore closed.
CARO05 B.2.2 The baseline scenario has been revised | OK.
The project proponents are requested to justify|the according to the methodology ACM0002 | Since the Project is a new wind power plant
baseline scenario according to the applied (Version 07) in PDD. providing electricity addition to Northeast
methodology ACMO0002 Version 07. China Grid, the baseline scenario is
justified as the electricity delivered to the
grid by the project activity would have
otherwise been generated by the operation
of grid-connected power plants and by the
addition of new generation sources. The
baseline identification in the revised PDD is
conducted in accordance with ACM0002
Version 07.
The CAR is therefore closed.
CARO06 B.2.4 The emission factors have been updated OK.
The project proponents are requested to update the according to the most recent data. The OM and BM emission factor is ex-ante
OM and BM emission factors according to the determined based on the information
most recent data ‘?‘Va”.ab'e at the time of PDD derived from China Energy Statistical
submission for validation. Yearbooks 2004~2007 and China Power (Deteted: 1
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2

Summary of project owner response

Validation team conclusion

Electric Power Yearbooks 1999~2007,

information at the time of submission for
validation. The OM and BM calculations

Emission Factor of Chinese Power Grid H
been published by China DNA on"18uly
2008.

The CAR is therefore closed.

CARO7
Following the latest Guidance for Completing t
Project Design Document (Annex12/EB41), the
project proponents shall clearly demonstrate in
Section B.5 regarding the implementation timel
of the proposed CDM project activity with
documented evidence (e.g. construction startin
permission letter, main equipment contract and
board meeting minutes et. al). Moreover, the
project proponents shall also clearly demonstrg
timeline of events and actions which have beer
taken to achieve CDM registration, with
descriptions of the evidence used to support th
actions.

e

ne

ese

B.3.3

The implementation timeline of the
proposed project has been provided in
Section B.5 in PDD, including the
construction starting date, the date of
signing main equipment contract, and the
date of considering seriously about devel
the proposed project as CDM project.

Related evidence is available for DOE.

OK.

The project implementation history has
been clearly demonstrated in the revised
PDD. The key events have been listed w
respect to the accomplishment of FSR
OBesign, project approval, construction
starting and equipment procurement. The
CDM development timeline has also cleal
been identified with respect to the prior
CDM consideration, CER buyer tendering
ERPA negotiation, validation process ang
LoA approval.
The starting date of the project activity wa

justified according to the project
implementation timeline. The constructior

-
s
. -
TUV Rheinland Group s
s

which was confirmed to be the most recent

are conducted in accordance with the latest
Guidance on Determination of OM and BM

as

th

1y

starting date “26 September 2007” was
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Liaoning Beipiao Beitazil Wind Farm Projey
Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion )
action requests by validation team checklist
question in
table 2
confirmed to be the earliest date
representing the real action begins. The
CDM incentive was seriously considered |in
the FSR in July 2007 and the international
CER buyer tendering in July 2007.
The CAR is therefore closed.
CARO8 _ _ _ . B.3.3 Equity ratio, average annual O&M cost an®kK.
All basic parameters, including equity ratio, long-term interest rate have been providedrhe basic parameters have been added in
anngal O&M cost and interest rate, etc, shall be in PDD. the Table B-3 and the data source was
provided on P"’.‘ge 8. Mqreover, a basic parameters The basic parameters sheet has been clearly identified in the revised PDD. A
sheet shall be involved in the IRR spread sheet in involved in the IRR spread sheet and basic parameters sheet has been added in
a transparent manner. available for DOE. the revised IRR spread sheet. The basic
parameters have been confirmed to be
consistent in the revised PDD and IRR
spread sheet.
The CAR is therefore closed.
CARO09 B.3.3 The installed capacity of Liaoning OK.
The installed Capacity of Liaoning Xianrendao is Xianrendao has been corrected in sub-st EThe installed capacity of Liaoning
indicated as 32.60 MW in Table B-4 which is not 4b. Xianrendao has been revised as 32.60MW

consistent with what indicated in Sub-step 4b.

and was confirmed to be consistent.

The CAR is therefore closed.

CDM Validation 01 997 9105045057, rev. R4
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
CAR10 B.5.2 The baseline emissions have been update@K.

The baseline emissions for the Project shall be
revised with the updated OM and BM emission
factors, which are calculated according to the
most recent data available at the time of PDD
submission for validation.

according to the most recent data in PDD.

The OM emission factor is calculateg-
antebased on a 3-year full generation-
weighted average of the data available fr
2004-2006 derived from China Electric
Power Yearbook and China Energy
Statistics Yearbook 2005-2007, which are
the most recent information at the time of
submission for validation. Because plant
specific fuel consumption and electricity
generation data is not publicly available i
China, a deviation of the baseline
methodology of AMO0OS5 (later replaced b
ACMO0002) approved by the EB (as detall
in the PDD) is adopted for using relevant
emission data recently published by the
DNA of P.R. China on 18July 2008.
According to the revised PDD, the OM
emission factor of NECG is calculated as|
1.2561 tCQe/WMh and the BM emission
factor of NECG is calculated as 0.7946
tCO.e/WMh. The combined margin (CM)
of NECG is thus calculated as 1.1408
tCO.e/WMh. By considering the annual o
grid output of 110.458MWh generated frg
the project activity, the emission reductio
which equals to the baseline emissions, &
thus calculated as 126,010 te&(per year.

pm

1%

m
ns,
are

The OM and BM calculation spread shee

t
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion o I Deleted: Liaoning Beipiao ‘
action requests by validation team checklist Beitazi [ Wind Farm Project
question in
table 2
was checked by the validation team and the
data preciseness was confirmed to be in |ine
with the revised PDD.
The CAR is therefore closed.
cLolr Al1 The windfarm boundary has been describ@K.
The project proponents are requested to clearly with the geographical coordinates in The coordinates of the proposed project are
describe the windfarm boundary with a more A.4.1.4 of the PDD. revised as 120.8656°-120.9258°E
precise map or geographical coordinates that 42.2192°-42 2609°N. which was checked
could be clearly identified. by the validation team to be valid.
The CL is therefore closed.
cLoz N o B.3.3 The starting date of the crediting period ha3K.
The starting date of the crediting period is seld¢t been updated to"ISeptember 2009 and | The starting date of the crediting period Has
as ' August 2008 which is unrealistic and needs will be updated according to the time of | heen updated to"September 2009 in the
to be updated. PDD submission for registration. revised PDD and will be updated according
to the time of PDD submission for
registration.
The CL is therefore closed.
CLo3 Al2 The flow diagram of the project boundary OK.
The project proponents are requested to present in has been presented in Section B.3 of the| The flow diagram of the project boundary
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
Section B.3 a flow diagram of the project PDD. has been incorporated to physically
boundary, physically delineating the project delineate the project activity in Section B
activity, based on the descriptions provided in in the revised PDD. The electrical
section A.4.3. connection scheme and the metering system
were clearly identified in the flow diagram.
The CL is therefore closed.
CLO4 B.3.3 Besides wind energy, solar PV, geotherma@K.

The project proponents are requested to furthe
clarify with supporting information on how to
justify the alternative with respect to “constrocti

of a power plant using other renewable energy].

r

biomass and hydro are the possible grid-
connected renewable energy technologie
There exist no economically exploitable
hydro resources with a commensurate s¢
to the project. In China, solar power plant
and biomass power plants are still in the
demonstration phase and limited by the
cost. The project owner has no experieng
to develop solar power plants and biomas
power plants. As for geothermal power
plants, there are no available geothermal
resources to generate electricity at the
project site. Therefore, these kinds of poy
plants cannot provide the equivalent
amount of annual electricity generation a:
the proposed project. Therefore, the
alternative with respect to “construction o
a power plant using other renewable
energy” is not feasibility.

Srevised PDD has been checked by the
validation team and was deemed as cred

Senergy alternative. Moreover, the feasibil
of other renewable power plant has been
cross-checked through site interview with

&he Mr. Wang Xuewei/iii/ (Official from

>Pevelopment and Reform Commission o

Beipiao City), who has confirmed other

renewable power plants were not financia

attractive in local area. There is not

V@lconomically viable hydro resources and

5 The nearby Baishui Reservoir was mainly
used for municipal water supply accordin
fto Mr. Wang Xueweiliii/. The solar energy
with similar installed capacity is not

economically attractive since the generat

New evidence has been provided in the

The supporting reference information in the

adssidence for exclusion of other renewablé

geothermal source around the project site.

ible

ty

al

D

on

cost is much higher than other kinds of
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2

Summary of project owner response

Validation team conclusion

Section B.5. of PDD and is available for
DOE.

power plant. Most of the biomass includin
maize and straw is utilized for cooking in
local area according Mr. Wang Xuewei/iii
and the biomass plant is not financial
attractive either. Furthermore, the project
owner is a new company which is dedica
to windfarm projects development in
Northeast China. The project owner had
experiences and ability to develop bioma
power plant.

Therefore, alternative c) is not feasible a

credible alternative for the project activity,.

The CL is therefore closed.

CLO05
The project proponent is required to give

clarifications in the PDD on how to justify the
benchmark as 8% on Page 8 “Sub-step 2b. Op)

[ll. Apply benchmark Analysis”.

B.3.3

tion

The benchmark as 8% (after tax) on Pag
“Sub-step 2b is according to theerim
Rules on Economic Assessment of
Electrical Engineering Retrofit Projects
compiled by State Power Corporation of
China.

e@K.

The validation team has reviewed the
source of the 8% benchmarkierim Rules
on Economic Assessment of Electrical
Engineering Retrofit Projects/13Vhich is
deemed an appropriate benchmark
reference for the retrofit power projects a
new power projects investment in China.
Furthermore, it has been commonly
adopted for financial evaluation for the
registered wind power CDM projects in
China. The validation team could therefo

confirm the benchmark IRR was suitably
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist

question in
table 2
adopted.
The CL is therefore closed.

CLO6 . . B.3.3 The tariff of the wind farms in Liaoning | OK.
The bus-bar tariff was estimated as 0.501 Province is made by the National The validation team has reviewed the
RMB/KWh(VAT Excluded) in the investment Development and Reform Commission | Chinese Renewable Energy Lissued by
analysis for the project activity. However, (NDRC). The tariff of wind farms in Chinese Governme88/ (effective since ¥
according to the latest bus-bar tariff approval for Liaoning Province is downtrend and not | June 2006) an&rovisional Administrative
windfarm projects within Liaoning Province by fixed before 2007. From 2003 to 2006, | Measures on Pricing and Cost Sharing fo
NDRC, the bus-bar tariff shall be 0.61 RMB/kWh China’s NDRC organized four activities to Renewable Energy Power Generafg2y
(VAT Included) for the first 30,000 full-load make the tariff of the wind farms through | issued by Chinese Development and
equivalent operational hours and the bus-bar tariff pubic bidding. Besides the tariff of one | Reform Commission on"4January 2006.
after namely 30,000 hours shall be executed wind farm in Shandong Province is 0.6 | According to the governmental policy for
according to the average tariff level, which wiél b RMB/kWh (Incl.VAT) because of the morewind power projects, the bus-bar tariff for|
approved by National Development and Reform farmland, different from the proposed new wind power plant shall follow the
Commission. The project proponents are project, 0.501 RMB/kWh (Excl.VAT), government’s directive tariff, which is
requested to clarify for such inconsistency and [the

impact on project IRR should be substantiated.

equal to 0.544 RMB/kWh (Incl.VAT), use
in FSR is higher than the highest tariff
(0.519 RMB/kWh (Incl.VAT)) of the four
activities. So, the FSR by Liaoning
Electrical Power Survey & Design Institut
adopts the tariff with 0.501 RMB/kWh in
the 20-year investment analysis. The tari
of the proposed project will be approved
the NDRC before starting operation. But
from 2007 to the first half year of 2008, th
tariff of the new similar scale wind farms

d determined by Price Administration
Department of State Council (i.e. Nationa
Development and Reform Commission)
based on the bidding tariff.

in the FSR was estimated according to th
fbidding tariff level for Windfarm
PYConcession Projects in China at the time

FSR design. Four Windfarm Concession
€Projects Bidding activities have been
darranged during the year 2003~2006. Th

the proposed project in Liaoning Province

-
s
-
s
s

Flt has been explained that the bus-bar tariff

Formatted: Font: 8 pt,
English (U.S.), Check
spelling and grammar

"~ Deleted: Liaoning Beipiao
Beitazi | Wind Farm Project

=

[}

of

D

* evidence with respect to the final bidding

CDM Validation 01 997 9105045057, rev. R4

/{ Deleted: 1
/



| iaoning Be

L

ipiao Beitazil Wind Farm Projey, ,TUV

Draft report clarifications and corrective
action requests by validation team

Ref. to
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question in
table 2

Summary of project owner response

Validation team conclusion

approved by China’s NDRC keeps the
same. Namely, the first 30,000 full-load
equivalent operational hours adopt 0.61
RMB/kWh (Incl.VAT), and the other
operational hours adopt the average tariff
the local area. The sensitivity analysis in
the section B.5 of PDD also use 0.61
RMB/kWh (Incl.VAT) in the first 30,000
full-load equivalent operational hours and
0.3621 RMB/kWh (Incl.VAT) in the other
operational hours to calculate the IRR of
the proposed project for conservativenes
The IRR (after tax) is 7.18%, and could n
reach the benchmark IRR (8%). RMB

tariff of these 4 activities has been provid
to the validation team. It has been
confirmed by the validation team that the
highest bidding tariff for other Concessior
iRrojects in 2006 was 0.5006 RMB/kWh
(VAT Included), which was even lower
than the estimated tariff 0.544 RMB/kWh
(VAT Included) in the FSR. Therefore, it
was conservative for the project propone
to adopt a higher tariff of 0.544 RMB/kWH
(VAT Included) at the time of FSR desig
sby considering the bidding tariff
pinformation which was public available.
Furthermore, the validation team has als

0.3621/kWh (Incl.VAT) is the highest tariff cross-checked with the latest bus-bar tari

of the coal-fired power plants in Liaoning
Province. The evidence and the
computation table have been provided to
the DOE.

approved by National Development and
Reform Commission dated off ®ecember
2007 and 28 July 2008/37/. For wind
power projects within Liaoning Province,
Heilongjiang Province and Jilin Province,
the bus-bar tariff shall be 0.61 RMB/kWh
(VAT Included) for the first 30,000 full-
load equivalent operational hours and the
bus-bar tariff after namely 30,000 hours
shall be executed according to the avera
tariff level, which will be approved by
National Development and Reform
Commission. Since the Project is located
Liaoning Province, the bus-bar tariff of th

Nts

=

je

in

Q_lIJ

Project will be mostly likely to be approve
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2

Summary of project owner response

Validation team conclusion

at same tariff level with other newly
approved windfarm projects in Liaoning
Province. Furthermore, the tariff of 0.61
RMB/kWh (VAT Included) has been
assessed during sensitivity analysis in the
revised PDD. It has confirmed by the
validation team that the project IRR (7.18
after tax) would not exceed benchmark
even with assumed tariff of 0.61 RMB/KW
(VAT Included) for the first 30,000 full-
load equivalent operational hours and
0.3621 RMB/kWh (VAT Included) after
namely 30,000 hours.

Therefore, the inconsistency of the bus-b

tariff between the FSR and the latest tariff
policy has been reasonably substantiated.

The project IRR would be unlikely to
exceed the benchmark under the local ta
policy in China.

The CL is therefore closed.

%

%

ar

riff

CLo7

The project proponents are requested to clarify,
why the total static investment is not likely to
reduce significantly during sensitivity analysis.
Existed explanation is not plausible since the

static investment does not include the tax rate

and

B.3.3

The cost of materials is the main part of
total static investment. It is impossible to
decrease the total investment because th
price of materials, such as iron and ceme
keeps increasing in recent years. Therefa

hek.

The revised IRR calculation has shown th
€the project IRR (after tax) would reach 89
Nivhen the total static reduces 10%.
lBlowever, the total static investment of th

at

[=)

11%
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Validation team conclusion

on which interest rate has no impact.

the project IRR is adopted for investment analy

SIS,

the Total Investment will not drop becaus
of the increasing price of materials. The
evidence is available to the DOE.

eProject would be unlikely to reduce since
the industrial material prices including the
steal/53/, cement and fuel cost/54/ kept
increasing over the period of the year
2006~2008. The supporting referenced
information in the revised PDD has been

checked by the validation team to be valid.
The validation team has also carried out a

comparison of the industrial material price

-
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in the FSR with the information which were

available on the official website of the
Liaoning Provincial Price Bureau/48/. The
material price was confirmed to be
reasonably estimated. The actual
investment costs of main equipment, as
evidenced in the contracts of the wind
turbine, turbine tower, turbine transformef
and transmission engineering, has only
0.87% difference from the FSR estimated
values, while these main equipment costs
have aggregated to 83% of the total static
investment. Almost all the project

investment has been in place, the total static

investment of the Project is thus unlikely 1o

reduce significantly.
The CL is therefore closed.

CLO8

The windfarm projects listed in the PDD are no

|

B.3.3

The windfarm projects listed in the PDD

OK.

have been advised accordinghina Wind

The common practice has been carried o
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complete in Liaoning Province through
comparison wittChina Windfarm Installed
Capacity Statistics in 20QWwhich was checked b
the Validation Team on the official website of
National Windpower Engineering Technology
Research Center. Furthermore, the project

proponents are requested to justify the essential

distinctions between the proposed project and
other similar windfarm projects in Liaoning
Province.

Farm Installed Capacity Statistic in 2007
by Shi PengfeiThe distinctions between
the proposed project and other similar
windfarm projects in Liaoning Province
have been re-justified in Section B.5 of
PDD, and related evidence is available fq
DOE.

towards comparable windfarm projects
which are located within Liaoning Proving

in 2007. The comparable windfarm projec

are selected according to the China
Windfarm Installed Capacity Statistics in
r2007/36/, which was checked by the
validation team and has comprehensively
covered windfarm project in Liaoning
Province.

The windfarm projects, which have been
published on the UNFCCC website for
global stakeholder consultation, are not
included for common practice according t
theTool for the demonstration and
assessment of additionality version 05.2/
According toChina National Action Plan
for Wind Power Industry Development/74
published in June 2005, national debts w
offered for the wind power projects at
Changhai and Xianrendao in Liaoning
Province since 2000. Besides, some sm3
installations are mainly for pilot testing or
demonstration purpose, which were
supported by Chinese Government or
foreign investmer¥0/74/. According to
2007 China Wind Power Report/7@ie
tariff of wind farms developed before 200
was approved by local government and
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2

Summary of project owner response

Validation team conclusion

The tariff information of Hengsh&h
Donggand’, Xianrendad', Haiyanghontf
and Sijiazt* has been accessed to be vali
Therefore, the validation team has
confirmed that there are essential
distinctions between the project activity al
other similar windfarm projects and the
project activity is not the baseline scenari
and is hence additional.

The CL is therefore closed.
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