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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Hebei Shangyi

Manijing North Wind Farm Project” in China. The vadétion was performed on the basis of
UNFCCC criteria for the Clean Development Mechaneami host Party criteria, as well as

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

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

The host Party is China and the Annex | Party igtéth Kingdom of Great Britain and
Northern Ireland. Both Parties fulfill the parti@gpion criteria and have approved the project
and authorized the project participants. The DNACbina confirmed that the project assists
in achieving sustainable development. The validatid not reveal any information that
indicates that the project can be seen as a digarsi official development assistance (ODA)
funding towards China.

The project correctly applies ACM0002 version 8:0ft3olidated baseline & monitoring
methodology for grid-connected electricity generatirom renewable sources”.

By generating renewable energy the project wilptiise fossil fuel based grid electricity. The
project results in reductions of G@missions that are real, measurable and give hemg:
benefits to the mitigation of climate change. ltlé&snonstrated that the project is not a likely
baseline scenario. Emission reductions attributabl¢he project are hence additional to any
that would occur in the absence of the projectwtyti

The monitoring plan complies with the applied mdtilogy ACM0002, version 8. Adequate
training and monitoring procedures have been dgwedoand will be implemented before the
starting date of the crediting period.

The total emission reductions from the project astimated to be on the average 110 849
tCO.e per year over the 7-year renewable crediting @eiriThe emission reduction forecast
has been checked, and it is deemed likely thastied amount is achieved given that the
underlying assumptions do not change.

In summary, it is DNV’s opinion that the “Hebei $lggi Manjing North Wind Farm Project”

in China as described in the PDD version 1.2 oBuhary2009 meets all relevant UNFCCC
requirements for the CDM and all relevant host Ractiteria and correctly applies the
baseline and monitoring methodology ACMO0002 versi&n DNV thus requests the
registration of the “Hebei Shangyi Manjing North Midi Farm Project” as a CDM project.

CDM Validation 2008-1337, rev. 01 5
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2 INTRODUCTION

Carbon Resource Management Ltd has commissioned @N\derform a validation of the
Hebei Shangyi Manjing North Wind Farm Project inifzh(hereafter called “the project”).
This report summarises the findings of the valmabf the project, performed on the basis of
UNFCCC criteria for the CDM, as well as criteriav@m to provide for consistent project
operations, monitoring and reporting. UNFCCC cigterefer to Article 12 of the Kyoto
Protocol, the CDM modalities and procedures andstifesequent decisions by the CDM
Executive Board.

2.1 Objective

The purpose of a validation is to have an indepentierd party assess the project design. In
particular, the project's baseline, monitoring pland the project’s compliance with relevant
UNFCCC and host Party criteria are validated ineortd confirm that the project design, as
documented, is sound and reasonable and meetsdéiméified criteria. Validation is a
requirement for all CDM projects and is seen asegsary to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2 Scope

The validation scope is defined as an independahtobjective review of the project design
document (PDD) /1/. The PDD is reviewed against dhiteria stated in Article 12 of the
Kyoto Protocol, the CDM modalities and proceduresgreed in the Marrakech Accords and
the relevant decisions by the CDM Executive Boand|uding the approved baseline and
monitoring methodology. The validation team hasseohon the recommendations in the
Validation and Verification Manual /4/ employed iakrbased approach, focusing on the
identification of significant risks for project ifgmentation and the generation of CERs.

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

CDM Validation 2008-1337, rev. 01 6
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3 METHODOLOGY
The validation consists of the following three pss

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

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

The following sections outline each step in mortaiile

3.1 Desk Review of the Project Design Documentation
The following table outlines the documentation eswed during the validation:

11/

121
13/

141

/51

16/

171

18/

19/

110/

111/

112/

Project Design Document for Hebei Shangyi ManjingrtN Wind Farm Project,
version 1.0 of 2 May 2008, version 1.1 of 20 Jud@& version 1.2 of 5 January 2009.

Letter of Approval issued by China DNA in J@§08.

Letter of Approval issued by United Kingdom@feat Britain and Northern Ireland
DNA dated 22 October 2008.

EB 44 Report Annex 3: Validation and VerificatiManual Version 01.
http://cdm.unfccc.int/EB/044/eb44 _repan03.pdf

CDM Executive Board: ACM0002 Approved methodptp“Consolidated
methodology for grid-connected electricity genematirom renewable sources”,
version 8 of 28 November 2008.

CDM Executive Boardlool for the demonstration and assessment of ahditity,
version 5.2 of 16 May 2008.

CDM Executive Board:Tool to calculate the emission factor for an elity
system’, version 1.1, dated 29 July 2008, adopted at EB41.

CDM Executive Board, Guidance for request fevidtion titled “Application of
AMO0005 and AMS-1.D in China”f{ttp://cdm.unfccc.int/Projects/Deviations

Feasibility Study Report (FSR) of Hebei Shangginjing North Wind Farm Project by
Beijing Jikedian Renewable Energy Development Gentdlovember 2007 and the
approval letter by Development and Reform CommissioHebei Province dated 27
February 2008.

Environmental Impact Assessment (EIA) of He®leangyi Manjing North Wind Farm
Project by the Environmental Impact Assessment Bey@ant of Hebei Engineering
Consultant Institute in May 2007 and the approgtkl by Environmental Protection
Bureau of Hebei Province dated 20 June 2007.

IPCC:Revised 2006 IPCC Guidelines for National Greenkdlas Inventories
Reference Manu&006.

China Electric Power Yearbook, 2003~2007.

CDM Validation 2008-1337, rev. 01 7
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113/

114/

115/

116/

1171

118/

119/

120/

121/

122/

123/

124/

125/

126/

1271

128/

129/

130/

China Energy Statistical Yearbook, 2005~2007.

China NDRC, the emission factor calculation forrepower grid of China, published
on 18 July2008, NDRC official website:

http://cdm.ccchina.gov.cn/english/NewsInfo.asp?Ndw3239

Interim Rules on Economic Assessment of HigaltEngineering Retrofit Projects
Issued by State Power Corporation of China in 2002.

The General Office of the State Counfdibtice on Strictly Prohibiting the Installation
of Fuel-fired Generation with the Capacity of 135MWbelow Decree No.: 2002.6.

The Temporary Stipulation of the ConstructManagement of Small Scale Units of
Fuel-fired Power Generation of August 1997.

Intention letter on grid connection of Hebba8gyi Manjing North Wind Farm Project
between Guohua (Hebei) Renewable Energy Co., bid Zhangjiakou Power Co.,
Ltd. dated 13 January 2008.

Corporation license of Guohua (Hebei) Renew/@rlergy Co., Ltd. approved by
Administration for Industry and Commerce of Hebeance, Registered
N0.:130000100115.

Letter of loan commitment for Hebei Shangyi ManjiMgrth Wind Farm Project from
Zhangbei County branch of Industrial & CommerciahR of China (ICBC), in
September 2008.

The on-grid tariff of the latest wind farmsitae the FSR approved as 0.54 RMB/kWh
by NDRC in June 2007 (fagainengyuan[2007]1260).

Preliminary approval for the land use of HeBeangyi Manjing North Wind Farm
Project by Hebei Shangyi County Department of Land Resources, dated 19 October
2006.

Approval letter of land levy and agreemeniaoid levy compensation between Hebei
Shangyi Manjing North Wind Farm Project and the &épent of Land and Resources
of Hebei Province, dated 30 July 2006.

Project construction starting permission by Zhorigzgineering Construction
Supervision Company, dated 31 March 2008.

Supervision contract between Guohua (Hebei) Reneviatergy Co., Ltd. and
Zhongzi Engineering Construction Supervision ConypamMarch 2008.

The personnel training plan for Hebei Shangyi MamjNorth Wind Farm Project—
Guohua (Hebei) Renewable Energy Co., Ltd. in M2@08.

CDM Monitoring and Quality Control Manual by Guoh(idebei) Renewable Energy
Co., Ltd.dated May 2008.

Wind turbines purchase contract of Hebei Shangymjvg North Wind Farm Project
between Guohua (Hebei) Renewable Energy Co., bid GE Energy (Shenyang) Co.,
Ltd. dated 20 March 2008.

The 50 copies of the Stakeholder questionnairétebdiei Shangyi Manjing North Wind
Farm Project dated 11 December 2007.

Interim Rules on Economic Assessment of Electiia@ineering Retrofit Projects.
Beijing: China Electric Power Press, 2003.

CDM Validation 2008-1337, rev. 01 8
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131/

132/

133/

134/

135/

136/

137/
138/

139/

140/

141/

The solar PV, biomass and geothermal are hardbg tdeveloped and applied due to
their high cost, lack of policy-encouragement, peahnical innovation and experts.
http://scitech.people.com.cn/GB/5347113.html,
http://www.sdpc.gov.cn/zjgx/t20071123 174054.htm
http://www.chinaenergy.gov.cn/news.php?id=15688.

The minute of the board meeting of Guohua (Hebendvable Energy Cd.td.

decide to apply Hebei Shangyi Manjing North WinariR@roject as CDM project,
dated 10 December 2007.

IRR calculation spreadsheet of the Hebei Shangyijii@ North Wind Farm Project,
version 1.2 of 4 March 2009.

In the last 2 years (from 2006 to 2007), the dersdadthe turbines and its accessories
exceeded the supply. http://energy.people.com.cFGRE709.html.

The price of the raw material such as steel angeois increasing, which results in the
price of wind turbines and equipments increasisgjemonstrated in The Development
of Wind Power, published by People’s Daily.

On-grid tariff of wind farm in Hebei province 200the study on Pricing Policy of
Wind Power in China,P3

On-grid tariff of wind farm in Hebei province 200e approval letter of Hebei bureau
of price, Jijiaguanzi (2006)57

On-grid tariff of wind farm in Hebei province 200the approval letter of NDRC,
Fagainengyuan [2007]1260,[2007]3303

On-grid tariff of wind farm in Hebei province 2008 approval letter of NDRC,
Fagainengyuan [2008]1876

“Statistics of domestic wind farm installation e&fty in 2007”, Shi Pengfei; Notice on
the adjustment of electricity price from the HeBece Bureau.

Law of the People‘s Republic of China on Environtaéfmpact Assessment.

CDM Emission Reduction Purchase Agreement betwaeh@ (Hebei) Renewable
Energy Co., Ltd. and Carbon Resource Managementdated 17 December 2007.
VCS 1.0 Verification report of Shangyi Manjing Wik@rm project by DNV, report
number 2008-0426, version 01 of 17 March 2008.

VCS draft 2.0 Verification report of Chengde HonggdVind Farm project by DNV,
report number 2006-2181, version 01 of 10 Janu@éy 2

The national industry standard of the Technical Adstrative Code of Electric Energy
Metering (DL/T448-2000).

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

1)

2)
3)

4)

The project starting date changed from 31 March 82@the permit to start
construction) to 20 March 2008 (the date of thedwtarbines purchase contract
signed) in the last version of the PDD.

Approved methodology, “Consolidated methodology pid-connected electricity
generation from renewable sources”, version 8 jBieg to the project activity.

The approved "Tool to calculate the emission fafdoan electricity system", Version
1.1, in effect as of EB 41, is applied to the ptogectivity.

Revised the calculation of emission factor for NCPG the basis of the latest 2006

CDM Validation 2008-1337, rev. 01 9
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data available at the time of web-hosting PDD.

5) Because of the EF apply the latest data source wierPDD was web hosting,
slightly decreasing the IRR with CDM revenue fram 9©.4% of web hosting PDD to
9.3% of the final version PDD.

6) Issues addressing the CARs and the CLs raisedsrraport and related to the new
requirements and Guidelines from EB38-EB41 regardinancial analysis, CDM
consideration and project starting date.

After reviewing the revised PDD, DNV issued thisdi validation report and opinion.

3.2 Follow-up Interviews with Project Stakeholders

The representatives of the project owner, Guohwbéi) Renewable Energy Co., Ltd.and the
project consultant and CERs buyer, Carbon Resddar@agement Ltd were interviewed in
DNV Beijing office on 8 September 2008 by Huang &efi DNV, to resolve the issues
identified during the desk review of the PDD.

During the desk review, the relevant documentsuiiclg FSR /9/, EIA /10/, approval letter
of land levy and agreement of land levy compensat®3/, and the wind turbines purchase
contract /28/ were provided and assessed. Theniafiion about this project was able to be
confirmed from these documents. The project is\a& beild wind farm project; through the
documents which the project participant provided/uding PDD, FSR, EIA, PPA and other
relevant background documents /1/-/41/, DNV canfioonthe project design, construction,
operation and monitoring plan and all baseline agerinformation. In addition, according to
EIA /10/ and Approval letter of land levy and agremt of land levy compensation /23/, no
migration was involved in this project. The constion of the project was at a very beginning
stage at the time of validation and it was aroumdd months between the construction start
date (31 March 2008) and the validation date (§ 20008); no further issues can be assessed
through on site visit. Thus, DNV can justify thaplysical site visit for this project was not
arranged during the validation process.

The main topics and personnel of the interviewssaramarized in the table below:

CDM Validation 2008-1337, rev. 01 10
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Date Name Organization Topic
142/ 2008-9-8 Mr. Yan Weiming ~ Guohua (Hebei) » The development of wind
Ltd. (project owner and Province _
operator) » The approval status (incl.

EIA approval, the
feasibility study report
approval, CDM project
approval)

» Emission reduction
monitoring plan

» Consulting process for
stakeholder's comments

» Information of project
construction

» Project management

» Investment risks and

barriers
143/ 2008-9-8  Mr. Shi Xiangfeng Carbon Resource > Baseline determination
Ms. Gao Yan Management Ltd (project ~ ©f the project
consultant and CERs > Appllcablllty of selected
buyer) methodology ACM0002
» Issues related to the
additionality
» Common practice
analysis
» Emission reductions
calculation

» Emission reduction
monitoring plan and
project management

3.3 Resolution of Outstanding Issues

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

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

CDM Validation 2008-1337, rev. 01 11
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The validation protocol consists of two tables. Tdi#erent columns in these tables are
described in the figure below. The completed vaiate protocol for the Hebei Shangyi
Manjing North Wind Farm Project is enclosed in £pdix A to this report.

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

i) Mistakes have been made with a direct influencproject results;
i) CDM and/or methodology specific requirements havebeen met; or

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

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

CDM Validation 2008-1337, rev. 01 12
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Validation Protocol Table 1: Mandatory Requirementsfor CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th

legislation or

agreement where the
requirement is found.

e This is either acceptable based on evidence pravidK), a
Corrective Action Request (CAR) of risk or non-compliance
with stated requirements or a request @arification (CL)
where further clarifications are needed.

Validation Protocol Table

2: Requirement checklist

Checklist Question Reference Means of Comment Draft and/or Final
verification (MoV) Conclusion
The various Gives Explains how The section is This is either acceptable
requirements in Table 2| reference to | conformance with | used to elaborate| based on evidence
are linked to checklist | documents | the checklist and discuss the | provided OK), or a
guestions the project where the guestion is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist| Examples of meang conformance to | compliance with the
different sections, question or | of verification are | the question. Itis | checklist question (See
following the logic of the| item is document review | further used to below). A request for
large-scale PDD found. (DR) or interview | explain the clarification (CL) is used
template, version 03 - in (1). N/A means not | conclusions when the validation team
effect as of: 28 July applicable. reached. has identified a need for
2006. Each section is further clarification.
then further sub-divided.

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

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Validation conclusion

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

If the conclusions from th¢
draft Validation are either

> Reference to the
checklist question

The responses given by
the project participants

This section should summaris
the validation team’s

number in Table 2
where the CAR or CL i
explained.

during the
communications with the
validation team should
be summarised in this

responses and final

conclusions. The conclusiong

should also be included in
Table 2, under “Final

section.

Conclusion”.

Figure 1: Validation protocol tables

CDM Validation 2008-1337, rev. 01
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3.4 Internal Quality Control

The validation report underwent a technical revibefore requesting registration of the
project activity. The technical review was perfodnigy a technical reviewer qualified in
accordance with DNV’s qualification scheme for CD#&lidation and verification.

3.5 Validation Team
The validation team consisted of the following persel:

Type of involvement
[%2)
= =
g °c | S
2| £ s |2 |5
S || 2|3 |® |
g o | |5 |2 |2
x| > |5 |3 | £ |5
8 | 218|588 |¢%
Role/Qualification | Last Name | FirssName |Country | @ | | @ | » |+ | W
GHG auditor/project| Huang Peng China |V |V |«
manager
CDM validator/ Tang Zhi Ang China N
Technical team (Walter)
leader
Technical reviewer | Anjana Sharma India N
(draft report)
Technical reviewer | Yang Weidong USA N
(final report)

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

4 VALIDATION FINDINGS

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

The validation findings relate to the project des@s documented and described in the
revised and resubmitted project design documemtagersion 1.2 of 5 January 2009.

4.1 Participation Requirements

The project participants are Guohua (Hebei) Reneabergy Co., Ltd.of China and Carbon
Resource Management Ltd of United Kingdom of Gidtiain and Northern Ireland. Both
China as the host Party and United Kingdom as thee&-I Party meet the requirements to
participate in the CDM.

The DNA of China has issued a Letter of ApprovabAl /2/ in July 2008, authorizing
Guohua (Hebei) Renewable Energy Co., Ltd.as prgaxicipant and also confirmed that the
project assists in achieving sustainable developmen

CDM Validation 2008-1337, rev. 01 14
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The DNA of United Kingdom of Great Britain and Neetn Ireland has issued a LoA /3/ on
22 October 2008, authorizing Carbon Resource Maneageltd as project participant.

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

4.2 Project Design

The project involves installation and operation 3 wind turbines in Shangyi County,
Zhangjiakou City, Hebei Province of China. The afilsd capacity of each unit is 1.5 MW,
thus constituting a total generation capacity of544W. The installation also includes a
central control room for control, measurement amdesllance of the wind farm. The wind
turbines will be supplied by GE Energy (Shenyang), Ctd., while the turbine technology is
introduced from Germany /28/.

The project’s system boundaries are clearly defmethe North China Power Grid (NCPG)
/18/, which is in line with the delineation of tgad boundaries regulated by DNA of China.

Being a renewable electricity project, the progdivity will generate greenhouse gas (GHG)
emission reductions by avoiding @@missions from electricity generation by fossiélfu
power plants.

The issuance date of the construction permissiorH&bei Shangyi Manjing North Wind

Farm Project was 31 March 2008 /24/. Before tha, groject owner signed wind turbines
purchase contract with GE Energy (Shenyang) Cd., & 20 March 2008 /28/. The latter is
defined as the starting date of the project agtiviiccording to the project Feasibility Study
Report (FSR) /9/, the expected operational lifetiofethe project activity is 20 years. A
renewable crediting period of 7 years has beenerhdsr the project, starting from 1

September 2009. The emission reductions are estihtatoe 110 849 tG® per year and 775

943 tCQe over the first seven-year renewable creditingoper

The project description is to the consideratio®biVV complete and accurate.

4.3 Baseline Determination

The project applies the approved baseline methggoldACM0002 (version 8), titled
“Consolidated methodology for grid-connected eleityr generation from renewable
sources” /5/.

The applicability of this methodology is justifisthce:

* The project is a wind farm project with the insa#ibn capacity of 49.5 MW, which
has been confirmed from FSR /9/.

* The electricity from the project activity is promasto be supplied to the North China
Power Grid (NCPG), and information on the charasties of NCPG can be clearly
identified/14/,

* The project is a new wind farm power plant withtalled capacity 49.5 MW, not be
involved switching from fossil fuels to renewableeegy sources at the site of the
project activity, as confirmed by FSR /9/.

The project boundary is clearly defined as theditproject activity and the system boundary
is defined as the NCPG of China, including Beijifiganjin, Hebei, Shanxi, Shandong and

CDM Validation 2008-1337, rev. 01 15
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Inner Mongolia power grid/14/. There are no sigrafit transmission constraints between the
power plants of the NCPG grid, nor with the progbpeoject.

The emission source in this project boundary i®bewing table:

GHGs involved Description

Baseline emissions GO The north China power grid (NCPG).

Project emissions N/A Project emission is regardedero as
the project is a renewable energy (wind
source) project.

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

The selected sources and gases are justifieddqgurthect activity.

The alternative baseline scenarios have been fighsis below:
1) The proposed project activity undertaken withbeing registered as a CDM project
activity;

2) A fossil fuel-fired power plant with the comphbla capacity or electricity generation;

3) A power plant using other source of renewablergy with the comparable capacity or
electricity generation, such as PV, biomass andd)yetc;

4) Comparable capacity or electricity generatiodiioh provided by the NCPG.

DNV considers the list of realistic and credibleeatatives to be complete.

Alternative 1: The proposed project activity und&en without being registered as a CDM
project activity: This is a realistic and credilalkernative available to the project developer
but this cannot be considered as baseline scedri®.alternative faces financial barriers (as
presented below in the additionality discussiomtisa 4.4) and would not happen without
any external financial support.

Alternative 2: A fossil fuel-fired power plant witthe comparable capacity or electricity
generation: This is not consistent with the regaiat‘Notice on Strictly Prohibiting the
Installation of Thermal Power Generation Units witile Capacity of 135 MW or below” /16/.
The equivalent amount of annual electricity genenatrom capacity 49.5 MW wind farm is
less than from the thermal power plant. In otherdspthe thermal power plant capacity with
equivalent power generation must be less than M8\bwhich is much less than 135 MW.
Therefore, this alternative can be excluded.

Alternative 3: A power plant using other sourcerefiewable energy with the comparable
capacity or electricity generation, such as PVases and hydro, etc: The project region
belongs to water resources shortage area in Hebeinee, so no economically exploitable
water resources exist in project site /31/. Du¢htotechnology development status and the
high cost for power generation, solar PV, geothé¢rama biomass face the difficulties and
barriers /31/. Therefore, other sources of reneavabkergy are not feasible and excluded. All
relevant evidences were referenced in PDD andiedrify DNV.
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Based on above discussion, DNV was able to confitat the only plausible baseline
scenario is 4): Comparable capacity or electrigégeration addition provided by the NCPG.

In the baseline scenario the electricity delivefieuin the project activity to the grid would
have been generated by fossil fuels grid-connepteder plants and by the addition of new
generation sources. The baseline for the proposefeqb is the amount of electricity
generated by the proposed project per year,XE@Gultiplied by the emission factor
(tCO,/MWh) of the grid. The grid emission factor has meketerminedex antebased on the
most recent information available at the time offP8ubmission and is fixed for the entire
first crediting period. This is reflected in thenglbined margin (CM) - the weighted average
of the operating margin (OM) emission factor and tuild margin (BM) emission factor.
The weighting is set to respectively 75% and 25%.

The NCPG is dominated by coal-fired power plartss Heemed likely that coal-fired power
plants will continue to dominate the power sectoe do the local availability of low-cost
coal. It is expected that renewable capacity amtustiwill not have significant effects on the
mix of the NCPG during the first crediting period.

The baseline determination is transparent and nedode.

4.4 Additionality

The additionality of the project has been establishsing the Tool for the demonstration
and assessment of additionadlityersion 05.2 approved by the CDM-EB /6/.

4.4.1 CDM consideration and continued action to sece CDM status

On 20 March 2008, the wind turbines purchase cohtnas signed /28/. This date was
substantiated as the start date of this projedwigct On 31 March 2008, the project
construction starting permission was issued by gkonEngineering Construction
Supervision Company /24/. Based on this, 20 Ma@d82vas chosen as the starting date of
the project activity.

In the FSR of November 2007 /9/ by Beijing Jikedidenewable Energy Development
Center, FSR was proposed due to the lower IRRE8660n 10 December 2007, the decision
132/ for applying for CDM was made in the board tmee On 17 December 2007, the ERPA
with Carbon Resource Management Ltd (CER buyer) sigrged /22/. On 27 February 2008,
the FSR was approved by the Development and Re@wmmission of Hebei province/9/.
This shows that CDM was seriously considered indeeision to proceed with the project
activity.

The global stakeholder consultation started only¢ 2008. The continued actions to secure
CDM status in parallel with the physical implemeiana of the project is found satisfactory.

4.4.2 ldentification of the alternatives to the prgect activity consistent with the

current laws and regulations.

The alternative baseline scenarios for the pr@etvity have been suitably identified as,

1) The proposed project activity undertaken withoeing registered as a CDM project
activity;

2) A fossil fuel-fired power plant with the comphla capacity or electricity generation;
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3) A power plant using other source of renewablergy with the comparable capacity or
electricity generation, such as PV, biomass andd)yetc;
4) Comparable capacity or electricity generatiodiioh provided by the NCPG.

As mentioned in Section 4.3 alternative 2) and r8) reot realistic and credible alternatives
and can be exempted from further consideration.

4.4.3 Investment analysis: Choice of approach

As the proposed project generates financial anthao@ benefits other than CDM related
income through the sales of electricity and theraHtive to the project does not involve an
investment, a benchmark analysis (option Ill) istified for conducting the investment
analysis.

4.4.4 Investment analysis: Benchmark selection

According to thelnterim Rules on Economic Assessment of ElectEcajineering Retrofit
Projects/30/, in China an IRR of 8% (after tax) for the total @stment of a project is
regarded as a benchmark for investing in largeesbgtropower plants, fossil fuel fired
plants as well as wind farm projects. The benchnod@®% (after tax) is therefore appropriate
for this project. DNV was able to confirm this istable and reasonable as following:

1. This benchmark was determined by the national adtnation of this industry in China
/30/;

2. This benchmark is for project and after tax andithestment analysis for this project
will be for project and after tax also;

3. This benchmark is in line with thénterim Rules on Economic Assessment of Electrical
Engineering Retrofit Project80/ . The Rules are applied for the risk premiwh&arge
scale wind farm power project.

4.4.5 Investment analysis: Input parameters

The input parameters used in the financial analysieke Hebei Shangyi Manjing North Wind
Farm Project are taken from the Feasibility Studgp®tt (FSR) developed by Beijing
Jikedian Renewable Energy Development Center ineNiner 2007 and the approval letter
by Development and Reform Commission of Hebei Proeridated 27 February 2008 /9/. The
input parameters used in the financial analysistbas be considered information provided
by an independent and recognized source.

DNV compared the input parameters for the finanaralysis included in the PDD with the
parameters stated in the FSR /9/ and was ablenforimothat the values applied are consistent
with the values stated in the FSR /9/.

The FSR was approved on 27 February 2008 and tjecpistart date was on 20 March 2008
/28/. Given this negligible short period of timetween approval of the FSR and the decision
to proceed with the project activity, it is unlilggh the context of the project that the input
values would have materially changed. It is thssomable to assume that the FSR has been
the basis of the decision to proceed with the itaest in the project.
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The input parameters used in the financial analygie compared with the data reported for
other similar wind farm CDM projects in Hebei prowe, comparing the investment costs per
MW, electricity tariff (0.54 RMB/kWh including VAT,)percentage of O&M costs relative to
total investment costs. By in addition applying @@ctoral competence, DNV was able to
confirm that the input parameters used in the firranalysis are reasonable and adequately
represent the economic situation of the project.

4.4.6 Investment analysis: Calculation and conclusn

The IRR calculations were provided in a spreadsf&3t The calculations were verified and
found to in line with EB’s guidance on investmemialysis. The assumptions used in the
calculations were deemed to be correct by DNV. phgect-IRR over 20 years without

CDM revenues is 6.5%, which confirms that the pbja the absence of CDM benefits and
compared to the benchmark of 8% is not financialtiractive. With CER revenues the
project-IRR increases to be above the benchmark.

4.4.7 Investment analysis: Sensitivity analysis

Moreover, a sensitivity analysis has been carriedfor parameters contributing more than
20% to revenues or costs to check the robustnedheofiinancial analysis. Reasonable
variations of the static total investment, annu&MDcosts, on-grid tariff and annual supplied
power were checked by calculating the variationessary to reach the benchmark and then
discussing the likelihood for that to happen. Nohéhe parameters in the sensitivity analysis
are considered to have any significant positiveetation.

Static total investment O&M costs on-grid tariff raral supplied
power
-11.95% -52.3% +10.75% +10.75%

It is shown that the benchmark is reached only wthertotal investment and O&M decreases
by 11.95% and 52.3% respectively, while the on-gadff and annual supplied power
increase by 10.75%. However, it is unlikely thatgé situations will happen as demonstrated
in the following:

As the main part of total investment cost /9/, #guipment and materials are currently
increasing /34/, which was confirmed by DNV. Hentbe total investment cost is unlikely to
decrease by 11.95%.

Faced with the increase of the price of the ranenmtsuch as steel and cooper, which results
in the price of wind turbines and equipments insie@ in China during these recent years
134/, it is highly unlikely that O&M will decreadsy 52.3%.

The electricity tariff is determined as per the NDRr the local price bureau relevant
guidance document (0.54 RMB/kWh) /35/. It has deen verified by DNV that the on-grid

tariff of wind farms in Hebei Province has decregsirend since 2005 /35/. Hence it is
deemed unlikely that the tariff can increase by73% to make the project IRR reach the
benchmark.
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Annual supplied power is limited by wind resouraesthe project site. In the FSR /9/, the
determination of installed capacity and operationrl was discussed sufficiently in relation
to the wind resources. Moreover, the grid-in eleityr output is based on long-term

meteorological data of the wind resource in thal@rea, for 30 years (from 1977 to 2006)
and onsite wind resources measurement. Hencehiglidy unlikely for the output to increase

by 10.75%.

The sensitivity analysis shows that even if comsmdethe reasonable variations of those
critical parameters, without the income from CERkS, the “Hebei Shangyi Manjing North
Wind Farm Project” is unlikely to be the most fiélly attractive option.

4.4.8 Common practice analysis

In China, most policies are promulgated in prowahd¢evel by combining the national policy
with the region’s condition. In addition, abundamd high quality wind resources in Hebei
Province make this region different from other oc&@i in the aspect of electricity output,
eventually in the aspect of economic feasibilitgnde, it is reasonable that Hebei Province is
selected as scope for common practice analysis.

There are two similar wind farm projects (Chengdamgbkong 50.1 MW wind project and the
Shangyi Manjing 34.5 MW wind project) in Hebei pioee with installed capacity more than
15 MW /36/. Both Chengde Hongsong wind farm andn8aManjing wind farm did not
obtain the high on-grid tariff anticipated in thégasibility studies, they were all have low
IRR and were also facing serious financial barrigusing operating period. Both projects
agreed carbon funding to help overcome this serimausier. DNV has checked all sources
/39//40/ mentioned in the PDD and could concludat tine construction of a wind farm
project of 49.5 MW is not a common practice in Hgirevince.

From the above, it was shown that this projecbisfimancial attractive and common practice.
It is highly unlikely to have been constructed witlh benefits from CDM. DNV can confirm
all assumptions and analysis as well as the infooma&ource. It is deemed that the project is
not a likely baseline scenario, and that emissiuuctions resulting from the project are
additional.

4.5 Monitoring

The monitoring methodology selected complies whid tequirements of ACM0002 version 8
“Consolidated monitoring methodology for zero enwums grid-connected electricity

generation from renewable sources” /5/. The momigomplan is in accordance with the
monitoring methodology. The monitoring plan willvgiopportunity for real measurements of
achieved emission reductions.

4.5.1 Parameters determinedex-ante

The combined margin emission factor is determimadante based on the most recent
information available at the time the PDD was sutadi for validation; the detailed
calculations of the combined margin emission faaterdescribed in the following section 4.6.
The parameters are listed in below table:
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Data and Parameters Unit Ex-ante determined value
Operating margin of NCPG (OM) | tCO,/MWh 1.1169
Build Margin of NCPG (BM) tC@MWh 0.8687
Emission factor of NCPG tCAMWh 1.0548

4.5.2 Parameters monitoredex-post
The parameter monitoregk-postis the net electricity generation from the prombgeoject
activity.

The net electricity generated from the project Wwdlmeasured hourly and recorded monthly.
This data will be cross verified against the sa¢e®ipt from the grid.

4.5.3 Management system and quality assurance
The project’s monitoring plan includes:
- A description of the responsibilities and authestfor project management;
- Procedures for training;
- A description of the installation of metering equignt;
- Procedures for the calibration of metering equiptmen
- Monitoring of the net electricity delivered to tNerth China Power Grid;
- Data quality control,
- Data management system;
- Reporting and verification.

Detailed procedures have been elaborated in the.PDigse will be maintained and
implemented to enable subsequent verification aésion reductions.

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

4.6 Estimate of GHG Emissions

The emission reductions (BRby the project activity during the crediting petiis the
difference between baseline emissionsjBRroject emissions (REand emissions due to
leakage (l), as follows:

1) Baseline emissions: baseline emissions, (BECO;) are the product of the grid emission
factor EFgric.cmy in tCG/MWNh) times the electricity supplied by the projectivity to the

grid (EG, in MWh). According to the feasibility study of timeoposed project /9/, the net
electricity generated is approximately 105 090 M\Wh,EG, =105 090 MWh,;
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2) Project emissions: There are no emissions fioenproject which is a renewable energy
project.

3) Leakage: No leakage has to be considered fqurthygosed project activity.

The grid emission factor of the North China PoweidGNCPG) is determinedx-antefor

the 7 years crediting period following the toolcalculate the emission factor for an electric
system, version 1.1 dated 29 July 2008 /7/, baseith® most recent information available at
the time the PDD was submitted for validation.dstbeen calculated as 75:25 as the weights
of the operating margin and the build margin.

The PDD was published in July 2008, and the calimraf the grid emission factor has been
updated to the latest data available at the comemeent of validation. The data used in the
emission factor calculation is in accordance wigtadn the China Electric Power Yearbook
from 2003 to 2007 (published annually) /12/ and @ena Energy Statistical Yearbook from
2005 to 2007 /13/.

The aggregated generation and fuel consumptionattatased as more disaggregated data are
not available in the NCPG. Country specific datatfe net calorific value of each type of
fossil fuel, which were obtained from the China EyyeStatistical Yearbook /13/, the IPCC
2006 default values /11/ for the oxidation factod &mission factor of each type of fossil fuel
and the total electricity delivered to the NCPGestdd are deemed reasonable /12/.

Operating Margin: Simple OM was chosen since the low cost /mustesources constitute
less than 50% of total grid generation (0.89% i62@.86% in 2003, 0.76% in 2004, 0.75%
in 2005, and 0.74% in 2006) /12/.

Vintage data for the years 2004, 2005 and 2006/1132/are used for the OM emission factor
calculation, which was the most recent data aviglab the time of submission of the PDD
for validation. The OM is calculated to be 1.116@3/MWh. The sources and calculation
has been verified by DNV.

Build Margin: Because plant specific fuel consumption and elgttrgeneration data are
not publicly available in China, the guidance resiad by DNV from the CDM Executive
Board for a deviation of the baseline methodolody AMO005 has been applied for
calculation of the build margin (BM) emission factor this project /8/:

- Use of capacity additions from the years 2004 10628 chosen and reaches 21.75%
of the total installed capacity.

- Use of weights estimated using installed capaaitypiace of annual electricity
generation. Thermal power plant accounts for 95.@%he total installed capacity
additions in this period. Since specific data facte technology is not available, the
fraction of fuels (coal 98.932%; natural gas 0.975%0.093%) was estimated from
the CQ intensity for the fuels used in NCPG.

- Efficiencies of 37.28% for coal power plants andd486 for oil- or gas power plants
are defined as the best technology commerciallylaba in China by the DNA of
China /14/ .

The BM is calculated as 0.8687 te&IMWh, which was verified from the spreadsheet for
BM calculation.
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The resulting combined margin emission factor #%48 tCQe/MWh is fixedex-antefor the
first crediting period. The annual electricity delied to the NCPG is expected to be 105 090
MWh /9/. The expected annual baseline emissions of thjegqtris 110 849 tCég.

The baseline emission estimate can be replicatéag ube data and parameter values
provided in the PDD and supporting files submitted registration. The data sources
mentioned have been verified by DNV.

In summary, the GHG calculations are complete aadsparent, and the data accuracy has
been verified. No other project emission or leakagerces contributing more than 1% and
not mentioned by the methodology have been found.

4.7 Environmental Impacts

An Environmental Impact Assessment (EIA) has beamdacted according to the “Law of
the People‘’s Republic of China on Environmental dotpAssessment” /37/. The potential
environmental impacts have been sufficiently idesdi

No significant environmental impacts are expectedmf the project activity. The
Environmental Protection Bureau of Hebei Provinppraved the project activity on 20 June
2007 /10/.

4.8 Comments by Local Stakeholders

Besides the stakeholder consultation process atguilin the Chinese EIA regulation, the
project developer has conducted an additional ktz@lder consultations. Local stakeholders
from local residents and local government weret@d/ithrough a questionnaire to provide
comments on the project. In the survey, 50 questivas were distributed to local
stakeholders and 50 questionnaires were returnviitggh 100% response rate.

DNV has checked all the questionnaires received /2% survey shows that the proposed
project receives support from the local people.

DNV considers the local stakeholder consultatios waried out adequately.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD (version 1.1) of 20 June 2008 was madei@ulalvailable on DNV’s climate
change websittand Parties, stakeholders and NGOs were throwgBBM website invited
to provide comments during a 30 days period frohalg 2008 to 2 August 2008.

No comments were received in this period.

! www.dnv.com/certification/climatechange/ProjectsjBctDetails.asp?Projectld=1934
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Table 1 Mandatory Requirements for Clean DevelopmeanMechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
The project shall assist Parties included in Anhiexachieving compliance with Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
The project shall assist non-Annex | Parties intgbuating to the ultimate objectivel Kyoto Protocol Art.12.2. OK
of the UNFCCC.
The project shall have the written approval of vtéuy participation from the Kyoto Protocol CAR1
designated national authority of each Party inviblve Art. 12.5a, OK
CDM Modalities and Procedures §40a
The project shall assist non-Annex | Parties ineghg sustainable development | Kyoto Protocol Art. 12.2, CAR 1
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures 840a OK
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 and is not B, 8§82
counted towards the financial obligations of thBaeties.
Parties participating in the CDM shall designateational authority for the CDM. CDM Modalities aRdocedures 829 OK
The host Party and the participating Annex | Pahgll be a Party to the Kyoto CDM Modalities §30/31a 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 Modalitiesl &rocedures 831b OK
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Do

Requirement

Reference

Conclusion

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

About additionality

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

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

OK

About forecast emission reductions and environmentampacts

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

Kyoto Protocol Art. 12.5b

OK

For large-scale projects only

Documentation on the analysis of the environmentphcts of the project activity,
including transboundary impacts, shall be submjted, if those impacts are

considered significant by the project participamtshe Host Party, an environmen
impact assessment in accordance with procedunegjased by the Host Party sha
be carried out.

CDM Modalities and Procedures §837c

tal
all

OK

About stakeholder involvement

Comments by local stakeholders shall be invitexlyramary of these provided and
how due account was taken of any comments received.

CDM Modalities and Procedures 837b

OK

Parties, stakeholders and UNFCCC accredited NG@alktsve been invited to
comment on the validation requirements for minin@@rdays, and the project

CDM Modalities and Procedures 8§40

design document and comments have been made gubligilable.

OK
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Requirement Reference Conclusion

Other

The baseline and monitoring methodology shall lexipusly approved by the CDMCDM Modalities and Procedures 837e OK

Executive Board.

A baseline shall be established on a project-sigdudfsis, in a transparent manner, CDM Modalities and Procedures 845c,d OK

and taking into account relevant national and/ot®al policies and circumstances.

The baseline methodology shall exclude to earn CfaRdecreases in activity levelS<CDM 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 8§37f OK

modalities described in the Marrakech Accords ahelant decisions of the

COP/MOP.
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Table 2 Requirements Checklist
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS DI Al
. 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 wiefy the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries (gepbreal) clearly /1/ DR @ Yes. Hebei Shangyi Manjing North Wind OK
defined? Farm Project is located in Shangyi County
Zhangjiakou City, Hebei Province of China.
The geographical coordinates of the project
site is longitude 114°1Bast and latitude
41°08 North.
A.1.2. Are the project’s system boundaries (comptsand /1/ = DR @ Yes. The projects system boundaries are clearly OK
facilities used to mitigate GHGS) clearly defined? defined. The power generated will be exported
to theNorth China Power GrigNCPG),
which is defined as project system boundary.
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a# we
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project
Participant.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Revielx, Ref. MoV* COMMENTS ra ina
. Concl. = Concl.
Interview
A.2.1. Which Parties and project participants adipipatingin /1/ DR  The host Party involved in the project is OK
the project? China and the Annex | participating Party is
United Kingdom of Great Britain and
Northern Ireland.
Guohua (Hebei) Renewable Energy Co.,
Ltd.is the project participant from the Host
Party (P. R. China).
Carbon Resource Management Ltd from the
Sponsor Party (United Kingdom).
A.2.2. Have all involved Parties provided a validi@omplete = /2/ = DR  No. The letters of approval from the DNAs 06AREt  OK
letter of approval and have all private/public patjparticipants /3/ China and United Kingdom of Great Britair
been authorized by an involved Party? and Northern Ireland have not been obtained.
A.2.3. Do all participating Parties fulfil the parpation /2] DR | China ratified the Kyoto Protocol on 30 OK
requirements as follows: /3/ August 2002.

- Ratification of the Kyoto Protocol
- Voluntary participation
- Designated a National Authority

United Kingdom of Great Britain and
Northern Ireland’s assigned amount is 92%
of the emission level in 1990.

Both of them are voluntary participation.
DNA of China is National Development and
Reform Commission.

The DNA of United Kingdom of Great

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS a ina
. Concl. = Concl.
Interview
Britain and Northern Ireland is the
Department for Environment, Food and Rural
Affairs.
A.2.4 Potential public funding for the project frdparties in /1/ DR | The validation did not reveal any information OK
Annex | shall not be a diversion of official devetoent that indicates that the project can be seen as a
assistance. 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 kmow-{s
used.
A.3.1. Does the project design engineering reftectent good  /1/ DR | Yes. The project design engineering reflects OK
practices? /9/ current good practices.
A.3.2. Does the project use state of the art telclyyoor would /1/ | DR | Yes. The technology used for the project is OK
the technology result in a significantly betterfpemance than /g, | domestically produced and is of state of the
any commonly used technologies in the host country? art.
A.3.3 Does the project make provisions for meetiraiing and  /1/ DR | Yes. The project owner will make provisions OK
maintenance needs? I for the training and maintenance needs before

the operation of the project.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS DIt Al
. Concl. = Concl.
Interview
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developms
assessed.
A.4.1. Has the host country confirmed that thegobgssists it  /2/ DR  Notyet. The LoA from the DNA of China  ©€AR:  OK
in achieving sustainable development? has not been issued.
A.4.2 Will the project create other environmentakocial /1/ DR @ Yes. As arenewable energy project, the OK
benefits than GHG emission reductions? /9/ | project may substitute some coal fired power
10/ plant and produce positive environmental and
economic benefits and contribute to the local
sustainable development especially in
generating clean electricity, reducing
greenhouse gas emissions, creating
employment opportunities and reducing other
pollutants resulting from the fossil fuel firea
power plants in China.
B. Project Baseline
The validation of the project baseline establisiwbsther the
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselinesst®n
B.1. Baseline Methodology
It is assessed whether the project applies an gpjate
baseline methodology.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Rl Final
. Concl. Concl.
Interview
B.1.1. Does the project apply an approved methagoémd the  /1/ DR | Yes, the project applies the methodology OK
correct version thereof? /5/ ACMO0002 “Consolidated methodology for
grid-connected electricity generation from
renewable sources” version 8 approved by
the EB.
B.1.2. Are the applicability criteria in the baselimethodology /1/ DR Yes. The project is a capacity addition from a OK
all fulfilled? /5/ renewable energy source and does not
involve on-site fuel switch from fossil fuels
to a renewable source.
The geographic and system boundaries for
the relevant electricity grid (North China
Power Grid) can be clearly identified.
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vakdatvith
focus on whether the baseline is a likely scenamal
whether the methodology to define the baselinessien
has been followed in a complete and transparentmean
B.2.1. What is the baseline scenario? /1/ = DR  Provision of equivalent amount of annual OK
power output by the grid (North China Power
Grid) where the proposed project is
connected into is the baseline scenario.
B.2.2. What other alternative scenarios have beasidered /1/ DR | Four alternative baseline scenarios to the OK

and why is the selected scenario the most likeg?on

project have been identified and discussed:
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COMMENTS

Draft
Concl.

Final
Concl.

1) The proposed project activity undertake
without being registered as a CDM
project activity;

2) Thermal power plant with comparable

capacity or electricity generation;

3) Other renewable energy with comparab

capacity or electricity generation;

4) Comparable capacity or electricity

generation addition provided by the
NCPG.

1) has less financial attractiveness ,as
discussed in the analysis below; 2) does n
accord with the existing Chinese mandator
regulations;3) is not feasible for the project
owner due to the lack of resource, experiet
and ability to develop other renewable ene
power plants.

Only alternative 4) “Comparable capacity
electricity generation addition provided by
the NCPG” is a realistic alternative consist
with current laws and regulations.

ce
rgy

=

ent

B.2.3. Has the baseline scenario been determireaiding to
the methodology?

11/

DR

Yes. “Comparable capacity or electricity
generation addition provided by the NCPG
is the baseline scenario determined accorc

ing

OK
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Interview
to the methodology.
B.2.4. Has the baseline scenario been determiriad us /1/ DR | Yes. According to the deduction from the OK
conservative assumptions where possible? available information, the assumptions are
conservative.
B.2.5. Does the baseline scenario sufficiently iake account = /17 DR @ Yes. All relevant national and sectoral OK
relevant national and/or sectoral policies, ma@oremic policies, regulations and department rules
trends and political aspirations? and disciplines are considered such as the
renewable energy law and policies by central
government.
B.2.6. Is the baseline scenario determination caitnleawith the 1/ DR  For the CM calculation, this version of PDD €k OK
available data and are all literature and sourleesly /9/ was submitted in June 2008, so the 2006 data
referenced? should be included.
112/
113/
116/
1171
B.2.7. Have the major risks to the baseline beentitied? /1/ DR | There are no significant risks to the baseline OK

except the enforcement of the Chinese
renewable law. However, this law does not
need to be taken into account as it is being

implemented only now i.e. after the entry into

force of decision 17.CP 7.

B.3. Additionality Determination
The assessment of additionality will be validateth w

* MoV = Means of Verification, DR= Document Revigw~ Interview

CDM Validation 2008-1337, rev. 01

34




DET NORSKE VERITAS

VALIDATION REPORT

DINIW
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS DIt Al
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focus on whether the project itself is not a likehgeline
scenario.
B.3.1. Is the project additionality assessed asngrtb the /1/ = DR Yes. The additionality of the Hebei Shangyi OK
methodology? /5/ Manjing North Wind Farm Project, as
16/ required by ACM0002, is demonstrated by
applying the Tool for the demonstration an
assessment of additionalityersion 05 of 16
May, 2008.
Please use the latest version of the k=2
additionality tool.
B.3.2. Are all assumptions stated in a transpaedt /1/ = DR  Yes. All assumptions are stated in a OK
conservative manner? 16/ transparent and conservative manner.
B.3.3. Is sufficient evidence provided to suppbd televance of 1/ DR @ Yes. The Tool for the demonstration and OK
the arguments made? /6/ | assessment of additionalityersion 05 is
15/ applied.
/16/ Please use the latest version of the
121/ additionality tool G2

+ |dentification of the alternatives to
the project activity consistent with

the current laws and regulations.

The alternative baseline scenarios for t;he
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* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Concl.  Concl
Interview ' '
project activity have been suitably identified
as,
1) The proposed project activity undertaken
without being registered as a CDM
project activity;
2) A fossil fuel-fired power plant with the
comparable capacity or electricity
generation;
3) A power plant using other source of
renewable energy with the comparable
capacity or electricity generation, such as
PV, biomass and hydro, etc;
4) Comparable capacity or electricity
generation addition provided by the
NCPG.
As mentioned in Section 4.3 alternative 2)
and 3) are not realistic and credible
alternatives and can be exempted from
further consideration.
* Investment analysis: Choice of
approach
As the proposed project generates financial
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Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

and economic benefits other than CLC
related income through the sales of electri
and the alternative to the project does
involve an investment, a benchmark analy
(option 111) was selected for conducting t
investment analysis.

* Investment analysis: Benchmark
selection

According to thelinterim Rules on Econom
Assessment of Electrical Engineering Retr
Project$30/, in China an IRR of 8% (afte
tax) for the total investment of a project
regarded as a benchmark for investing
large scale hydropower plants, fossil f
fired plants as well as wind farm projec
The benchmark of 8% (after tax) is theref
appropriate for this project. DNV was able
confirm this is suitable and reasonable
following:

1. This benchmark was determined by
national administration of this industry
China /30/;

M
City
not
SIS
ne

C
ofit
r

S
in
Jel
ts.
ore
to
as

the
in
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2. This benchmark is for project and after tax
and the investment analysis for this project
will be for project and after tax also;
3. This Interim Rules on Economic
Assessment of Electrical Engineering Retrofit

Projects/30/ is referred to the risk premiun
of large scale wind farm power project.

* Investment analysis: Input
parameters

ns

The input parameters used in the financial
analysis of the Hebei Shangyi Manjing North
Wind Farm Project are taken from the

Feasibility Study Report (FSR) developed

Beijing Jikedian Renewable  Energy

by

Development Center in November 2007 and

the approval letter by Development a

nd

Reform Commission of Hebei Province daied

27 February 2008/9/. The input paramet
used in the financial analysis can thus

considered information provided by an

independent and recognized source.

ers
be
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. Concl. | Concl.
Interview

DNV compared the input parameters for the
financial analysis included in the PDD with
the parameters stated in the FSR /9/ and was
able to confirm that the values applied are

consistent with the values stated in the FSR
191.

The FSR was approved on 27 February 2008
and the project start date was on 20 March
2008 /28/. Given this negligible short period
of time between approval of the FSR and the
decision to proceed with the project activity,
it is unlikely in the context of the project that
the input values would have materially
changed. It is thus reasonable to assume that
the FSR has been the basis of the decision to

proceed with the investment in the project.

The input parameters used in the financial
analysis were compared with the data
reported for other similar wind farm CDM
projects in Hebei province, comparing the
investment costs per MW, electricity tariff
(0.54 RMB/kWh including VAT), percentage
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* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Corr?cl C(')rrllil

Interview

of O&M costs relative to total investment
costs. By in addition applying our sectoral
competence, DNV was able to confirm that
the input parameters used in the financial
analysis are reasonable and adequately
represent the economic situation of the

project.

« Investment analysis: Calculation
and conclusion

The IRR calculations were provided in
spreadsheet /33/. The calculations w

verified and found to in line with EB's

guidance on investment analysis. T
assumptions used in the calculations w
deemed to be correct by DNV. The proje
IRR over 20 years without CDM revenues
6.5%, which confirms that the project in t
absence of CDM benefits and comparec
the benchmark of 8% is not financia
attractive. With CER revenues the proje
IRR increases to 9.3%, which is above
benchmark.

- A sensitivity analysis shows the influen

ere

he
ere

S
he
to
ly
ct-
the

)
o

of four parameters in the project’s
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* MoV = Means of Verification, DR= Document Revielw, Ref. MoV* COMMENTS Concl.  Concl
Interview : ’
financial performance: static total
investment, on-grid tariff, power supplied
and annual O&M cost.
The additionality tool requires
considering a realistic range of cL3

=

assumptions for the input parameters ¢
the financial analysis and +/- 10% does
not always reflect a realistic range. The
project developer needs to determine

each input parameter’s value at which the

IRR will be equal to the benchmark and
assess the likelihood of attaining the

arrived values against each parameter and

confirm that it is not likely that the IRR
will become equal to the benchmark.

« Common practice analysis:

As per the requirements @bol for the
demonstration and assessment of
additionality. According to the guidance

provided in EB 38 paragraph 60, registerec
CDM project activities are not to be include

in this analysis. The CDM projects in

common practice analysis should therefore

excluded.

d

 be
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B.3.4. If the starting date of the project activigybefore the date /1/ DR | The project starting date was 20 March 2008. OK
of validation, has sufficient evidence been pl’Odidﬂﬁt the /9/ | However, the evidence of considering CDM CL5
incentive from the CDM was seriously considerethi 124/ in decision-making prior to the starting of
decision to proceed with the project activity? project activity is not obtained.
B.4. Calculation of GHG Emission Reductions —
Project emissions
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors amatlies
— where applicable — is justified.
B.4.1. Are the calculations documented accordinipéo /1/ = DR @ Yes. Project emission is regarded as zero as OK
approved methodology and in a complete and traeapar /9/ the project is a renewable energy (wind
manner? source) project.
B.4.2. Have conservative assumptions been used when /1/ DR | Ditto OK
calculating the project emissions?
B.4.3 Are uncertainties in the project emissionnestes /1/ DR | Ditto OK

properly addressed?

B.5. Calculation of GHG Emission Reductions —
Baseline emissions

It is assessed whether the baseline emissiongatetls
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. Concl. = Concl.
Interview
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
B.5.1. Are the calculations documented accordinip¢o /1/ DR @ Yes. The baseline emission factor for the OK
approved methodology and in a complete and traespar /5/ project is determined ex-ante as a combined
manner? margin, consisting of combination of the
111/ . . .
operating margin (OM) and build margin
112/ (BM).
113/
1141/ The data sources and calculation spreadsheet
of the grid emission factor is requested.
cL6
B.5.2. Have conservative assumptions been used when /1/ = DR | Please provide the data source and cL6 OK
calculating the baseline emissions? calculation spreadsheet of the Emission
Factor.
B.5.3. Are uncertainties in the baseline emisssim&ates /2/ DR  No significant uncertainties need to be OK
properly addressed? addressed.
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
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Interview
— where applicable — is justified.
B.6.1. Are the leakage calculations documentedrdaugto the  /1/ DR  According to ACM0002, there are no OK
approved methodology and in a complete and trapapar /5/ leakages that need to be considered.
manner?
B.6.2. Have conservative assumptions been used when /1/ DR  Ditto OK
calculating the leakage emissions?
B.6.3. Are uncertainties in the leakage emissigimeses /1/ DR | Ditto OK
properly addressed?
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, measuraiegive /1/ DR @ Yes. The emission reductions are real, OK

long-term benefits related to the mitigation ohwite change.

measurable and give long-term benefits
related to the mitigation of climate change.
The project is forecasted to reduce CO
emissions of 110 849 tGe per year average
over the crediting period by replacing the
electricity generated from NCPG.

v
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Interview
B.8. Monitoring Methodology
It is assessed whether the project applies an gpyate
baseline methodology.
B.8.1. Is the monitoring plan documented accordmnthe /1/ DR @ Yes. The monitoring plan is documented OK
approved methodology and in a complete and traeapar /5/ according to the approved monitoring
manner? methodology = ACMO0002 “Consolidated
methodology for grid-connected electricity
generation from renewable sources” and in a
complete and transparent manner.
B.8.2. Will all monitored data required for verditon and /1/ | DR | Yes. As mentioned in PDD, electronic data of OK
issuance be kept for two years after the end o€tbditing /5/ electricity generation will be kept for 2 years
period or the last issuance of CERS, for this togetivity, following the end of the crediting period.
whichever occurs later?
B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pde4 for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for thelection and /1/ DR | There are no emissions from the project OK
archiving of all relevant data necessary for edtiomaor activity needing to be considered as per
measuring the greenhouse gas emissions withinrdjecp ACMO0002.
boundary during the crediting period?
B.10. Monitoring of Baseline Emissions
It is established whether the monitoring plan pd®4 for
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. Concl. Concl.
Interview
reliable and complete baseline emission data avee.t
B.10.1. Does the monitoring plan provide for théesion and = /1/ DR The project uses thex-antedetermination of OK
archiving of all relevant data necessary for deteimg baseline | emission factor for grid electricity. The
emissions during the crediting period? electricity supplied to the grid will be
monitored and double checked with the
invoice of electricity sold to the grid
The proposed project generation is derivec
from the FSR which has been approved by
Development and Reform Commission of
Hebei Province on 27 February 2008. And
the emission factor is calculated based on the
China Energy Statistical Yearbooks 2005 to
2007, China Electric Power Yearbooks 2003
to 2007 and 2006 IPCC.
B.10.2. Are the choices of baseline GHG indicateesonable = /1/ @ DR  Yes. OK
and conservative?
B.10.3. Is the measuremantthodclearly stated for each /1/ = DR @ Yes. The electricity generated delivered to OK
baseline indicator to be monitored and also deespgdopriate? the grid will be monitored directly.
B.10.4. Is the measuremezguipmentescribed and deemed = /1/ DR  Yes.From follow-up interview and desk OK

appropriate?

review of PDD, it is found that the electricit

delivered to the grid will be measured at the

control centre using a computer system.
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B.10.5. Is the measuremeattcuracyaddressed and deemed /1/ = DR  Yes. The metering equipments are calibrated OK
appropriate? Are procedures in place on how to wehl | annually to ensure accuracy. Procedures to
erroneous measurements? deal with erroneous measurements have been

in place.
B.10.6. Is the measurementerval for baseline data identified /1/ DR = As per methodology, monitoring frequency S+ OK
and deemed appropriate? | of monitoring data should be hourly

measurement and monthly recording, which

have not been identified in PDD. The project

proponent needs to clarify this.
B.10.7. Is theegistration, monitoring, measuremeantd /1/ @ DR  Yes. The registration, monitoring, OK
reporting procedure defined? | measurement and reporting procedure are

defined in the monitoring plan.
B.10.8. Are procedures identified foraintenancef monitoring. /1/ DR Yes. The maintenance of monitoring OK
equipment and installations? Are the calibratidervals being | equipment and installations are according to
observed? the national industry standard /41/.

The calibration intervals are once per year
B.10.9. Are procedures identified for day-to-dagarels /1/ DR  Yes. The procedures for records handling are OK

handling (including what records to keep, storaga af records
and how to process performance documentation)

identified in the monitoring plan in PDD.

B.11. Monitoring of Leakage
It is assessed whether the monitoring plan provides

reliable and complete leakage data over time.
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B.11.1. Does the monitoring plan provide for théestion and = /1/ DR = According to ACM0002, the project OK
archiving of all relevant data necessary for deteimy leakage? proponents do not need to consider leakage.
B.11.2. Are the choices of project leakage indicateasonable /1/ @ DR  Ditto OK
and conservative?
B.11.3. Is the measuremeantthodclearly stated for each /1/ DR | Ditto OK
leakage value to be monitored and deemed apprepriat
B.12. Monitoring of Sustainable Development
Indicators/ Environmental Impacts
It is assessed whether choices of indicators aasgrable
and complete to monitor sustainable performance ove
time.
B.12.1. Is the monitoring of sustainable developmeaicators/ /1/ DR = Neither ACM0002 nor the Chinese DNA OK
environmental impacts warranted by legislatiorha host requires 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 théemtionand ~ /1/ DR  The indicators of environmental impacts will OK

archiving of relevant data concerning environmergatial and
economic impacts?

be stipulated by local environmental
authority.
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B.12.3. Are the sustainable development indicatolisie with  /1/ DR  Yes. This will be on local authority decision. OK
stated national priorities in the Host Country?
B.13. Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
B.13.1. Is the authority and responsibility of aleproject /1/ | DR | Yes. The authority and responsibility of OK
management clearly described? 127/ project management is described in the
PDD.
B.13.2. Are procedures identified for training obmitoring /1/ = DR  Yes. All employees responsible for operating OK
personnel? 126/ I and maintaining the wind power station wil
be trained by the project owner in accordance
127/ . o .
with the monitoring plan. The training
programs include the on-site operation rules,
monitoring requirements, safety codes and
inspection specifications, etc. Only qualified
employees are designated by the project
owner for the positions of operating the wind
power station and data recording.
B.13.3. Are procedures identified for emergencypredness /1/ | DR | No emergency situation which can cause OK
for cases where emergencies can cause unintendssi@ms? | unintended emissions is expected from the
project.
B.13.4. Are procedures identified for review of oeied /1/ DR | Yes. The procedures for review of reportec OK
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results/data? 1271 I results/data has been identified in the
monitoring plan. Detailed procedures will be
in place and maintained and implemented at
the latest prior to the start of the crediting
period to enable subsequent verification of
emission reductions.
B.13.5. Are procedures identified for correctivéi@ts in order = /1/ DR Yes. The monitoring plan could be modified OK
to provide for more accurate future monitoring agporting? | according to actual conditions and
requirements of DOE for more accurate
monitoring and reporting.
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéiseoproject are
clearly defined.
C.1. Are the project’s starting date and operatitfeime /1/ DR | The issuance date of the construction OK
clearly defined and evidenced? /9/ | | permission for Hebei Shangyi Manjing North
124/ Wind Farm Project was 31 March 2008 /24/.
Before that, the project owner signed wind
turbines purchase contract with GE Energy
(Shenyang) Co., Ltd. on 20 March 2008/28/.
The latter is defined as the starting date of the

project activity. According to the project
Feasibility Study Report (FSR) /9/, the
lifetime of the project is expected to be 20
years.
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Interview

C.2. Is the start of the crediting period cleartfided and /1/ DR  Yes. Arenewable crediting period 7 years is OK
reasonable? selected, starting on 1 SeptemB6f9

D. Environmental Impacts

Documentation on the analysis of the environmdntphcts will

be assessed, and if deemed significant, an ElAdiheuprovided

to the validator.
D.1. Has an analysis of the environmental impatte®project . 1/ DR | Yes. The impacts are properly described, OK
activity been sufficiently described? /10/ including the impacts on noise, discard

residue, waste water and sewage, dust and air
guality, ecological environment.
D.2. Are there any Host Party requirements for an /1/ DR | Yes. Environmental Impact Assessment has OK
Environmental Impact Assessment (EIA), and if yeain EIA /1, been approved by Environmental Protection
approved? Bureau of Hebei Province on 20 June 2007.
D.3. Will the project creates any adverse enviromaleeffects? /17 = DR  No. The project will have positive impact ta OK
|  the local environment.
110/

D.4. Are transboundary environmental impacts careid inthe /17 @ DR @ There are no transboundary environmenta OK
analysis? 110/ | impacts foreseen for the project.
D.5. Have identified environmental impacts beenrasiskd in /1/ DR Yes. OK

the project design?
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D.6. Does the project comply with environmentals&gionin ~ /1/ DR  Yes. The project complies with Chinese OK
the host country? /10/ environmental legislation as EIA was
approved by local authority.
E. Stakeholder Comments
The validator should ensure that stakeholder contsnezave beer
invited with appropriate media and that due accoex been
taken of any comments received.
E.1. Have relevant stakeholders been consulted? /1/ | DR | Yes. Besides the stakeholder consultation OK
/10/ | process required by Chinese EIA regulations,
129 an additional stakeholder consultation
process have been performed through
inviting local residents to comment on the
project activity.
E.2. Have appropriate media been used to invitenoemts by /1/ DR | Yes. The site surveys, distribution of OK
local stakeholders? 110/ | questionnaires and meetings have been used
129 to invite comments by local stakeholders.
E.3. If a stakeholder consultation process is reguby /1/ DR  Yes. The stakeholder consultation process is OK
regulations/laws in the host country, has the $takker /10/ in accordance with Chinese EIA regulations.
consultation process been carried out in accordartbesuch 129
regulations/laws?
E.4. Is a summary of the stakeholder commentsvedei /1/ DR Yes. The summary of the stakeholder OK
provided? 110/ comments received is described in the PDD.
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I8

VALIDATION REPORT DRIV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS a ina
. Concl. Concl.
Interview
129/
E.5. Has due account been taken of any stakehoctmements /1/ DR | Yes. The due account will be taken according OK
received? 110/ to the requirement from the EIA report
129 according to the PDD.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)

. . . Final
Checklist Question Ref. | MoV Comments Concl. | Concl.
A.l. Letter of approval
. : 11/ DR  The letters of approval from the DNAs of GAR1 OK
Qégj.;cisgggi;ggnrtece|ved directly from the DNA thwough the 12/ China and United Kingdom of Great Britain
' /3/ and Northern Ireland have not been obtained.
The LoA’s were received through the project
participant.
A.2. Project design
A.2.1 Does the PDD describe the CDM project agtiwith all = /1/ DR  Yes, the project location, the technology of OK
relevant elements in a transparent and accurat@ way /5/ the project, such as wind turbines, the
/6/ transmission line, the substation, the
17/ monitoring system are clearly described in
the PDD and in line with the approved FSR,
ol system boundaries determination in line with
the approved methodology ACM0002 and
the delineation of grid boundaries as
provided by the DNA of China.
A.2.2 Has the CDM project activity at the startloé validation @ /1/ DR  The project is a new built wind farm project OK
been constructed or does the CDM project activéiy existing in the Hebei province in China. The project
facilities or equipment? starting data was 20 March 2008, is earlier
than the project PDD publish date of 4 July
2008
A.2.3 Is the project a large scale project, a sstle project /1/ DR The Hebei Shangyi Manjing North Wind OK
with average annual emission reductions above 03d@thes or /5, Farm Project is a new built wind farm
a bundled small scale project? Has on-site vighlearried out? project; the install capacity is 49.5 MW,
/3_9/ higher than 15 MW, so it is a large scale

project. This project is a new power plant.

Representatives of the project owner, Guo
(Hebei) Renewable Energy Co., Ltd.and

hua
the
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project consultant and CERs buyer, Carbon
Resource Management Ltd were interviewed
in DNV Beijing office on 8 September 2008

by Huang Peng, DNV, to resolve the issues
identified during the desk review of the PDD.

During the desk review, the relevant

documents including FSR /9/, EIA /10/,

approval letter of land levy and agreement of
land levy compensation /23/, and the Wind
turbines purchase contract /28/ were provided
and assessed. The information about this
project was able to be confirmed from these
documents. Through the documents which
the project participant provided, including

PDD, FSR, EIA and other relevant

background documents /1/-/39/, DNV can

confirm the project design, construction,
operation and monitoring plan and all
baseline scenario information. In addition,
according to EIA /10/ and Approval letter of
land levy and agreement of land levy
compensation /23/, no migration was
involved in this project; the construction of
the project was at a very beginning stage at
the time of validation and it is around three

months between the construction start date
(31 March 2008) and the validation date (04

July 2008); no further issues can be assessed
through on site visit. Thus, DNV can justify
that a physical site visit for this project was
not arranged during the validation process

A.2.4 Does the project activity involved alteratiohexisting
installations? If so, have the differences betwaeaproject and

11/

DR

—

No. project is a new build wind farm projec

OK
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post-project activity been clearly described in BiD?

A.3. Project emissions not addressed by the methodolog

A.3.1 Does the methodology describe all projectssion source
for the project activity that contributes all 1%tbé emission
reductions? Sources that the methodology consider®o take
into account are not relevant (e.g. cement anddomrsumption
for building hydropower plants).

> 11/

DR

Yes.

OK

A.4. Documentation of baseline emissions

A.4.1 Documentation of the baseline determination:

All assumptions and data used by the pro

11/
jedd/

participants are listed in the PDD and relate¢b/

document to be submitted for registration. 1
data are properly referenced.

All documentation is relevant as well as correc
guoted and interpreted.

Assumptions and data can be deemed reason

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

The methodology has been correctly applied tc
identify what would occurred in the absence of
the proposed CDM project activity

"hez)
19/
It|M_1/
112/

20ip3

and
the

DR

. Yes, all data in the PDD used to
determine the baseline emissions are form the
EIA, FSR, revised IPCC 2006, China Electric

Power Yearbook, 2003~2007, China Energy
Statistical Yearbook, 2005~2007 and other
reference document.

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

. The EIA was approved by
Environmental Protection Bureau of Hebei
Province dated 20 June 2007. and FSR was
approved by Development and Reform
Commission of Hebei Province dated 27
February 2008, and all other document of the
baseline determination can be verified, the
data can be deemed reasonable.

. Relevant national include Chinese
renewable law and China environment
protection law and/or sectoral policies and
circumstances such as the national industry
standard of the Technical Administrative
Code of Electric Energy Metering (DL/T4438-
2000) are considered and listed in the PDD.
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. The baseline determination is in line
with the baseline methodology procedure in
ACMO0002.
A.5. Documentation of the calculations
A.5.1 Algorithms and/or formulae used to determeng@ssion 11/ DR . Yes. The EIA was approved by OK
reductions /5/ Environmental Protection Bureau of Hebei
« All assumptions and data used by the project ppaits /6/ Province dated 20 June 2007, and FSR was
are listed in the PDD and related document subdnitie, 7/ approved by Development and Reform
registration. The data are properly referenced 19/ Commission of Hebei Province dated 27
* All documentation is correctly quoted and interpdet February 2008, and all other document used
ydq _ P to determine emission reductions can be
* All values used can be deemed reasonable in thiexic verified, the data can be deemed reasonable.
of the project activity The data are properly referenced
* The methodology has been correctly applied to tatieu . Yes, according to the reference list,
the emISSIOI”I I’edUCtlonS a.nd th|S can be rephd&jﬂﬂe a” documents used to determine emission
submitted for registration. interpreted.
. Yes. All values used can be deemed
reasonable in the context of the project
activity
. The calculation of emission reduction
is in line with the baseline methodology
procedure in ACM0002.
A.6. Implementation of the monitoring plan
A.6.1 How were the plans for implementation of thenitoring = /1/ DR  The monitoring plan clearly define the OK

plan, data management, QA/QC procedures asseseealat
extent can the emission reductions achieved bprbject be
monitored ex-post and verified later by a DOE?

parameter, data management and QA/QC
procedures, the monitoring plan deemed
feasible, the emission reductions achieved
the project can be monitored continuously
and completely.

DNV assessed it by checking the monitorir:
plan and QA/QC procedures in the PDD,

by

g
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DNV was able to confirm that the monitoring
plan, the data management and the QA/QC
procedures have been properly defined. The
only parameter needs to be monitored is the
electricity generated by the project; this
parameter is included in the monitoring plan;
thus, the emission reductions achieved by the
project will be totally monitored and can be
verified later by a DOE.

A.7. CDM consideration prior to starting date

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

DR

The issuance date of the construction
permission for Hebei Shangyi Manjing North
Wind Farm Project was 31 March 2008 /24/.
Before that, the project owner signed wind
turbines purchase contract with GE Energy
(Shenyang) Co., Ltd. on 20 March 2008/28/.
The latter is defined as the starting date ofithe
project activity.
The project starting date was 20 March 2008cL5
However, the evidence of considering CDM
in decision-making prior to the starting of
project activity is not obtained.

OK
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Table 3

Resolution of Corrective Action and Clarifcation Requests

Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
CAR L The LoAs from China DNA and United Ok. The LoAs from China DNA and
The letters of approval from the DNAs of A2.2 Kingdom of Great Britain and NorthernUnited Kingdom of Great Britain and

Northern Ireland DNA have been

China and United Kingdom of Great Britain A4l Ireland DNA have been provided.
and Northern Ireland have not been obtained. obtained.
The CAR is closed.
CL1L B.2.6 The CM calculation was updated on thek. The updated CM calculation on th

For the CM calculation, this version of PDD
was submitted in June 2008, so the 2006 d
(from the yearbooks of 2007) should be
included.

ata

basis of the latest 2006 data issued b
China DNA when it was available at t
time of web-hosting PDD.

ybasis of the latest 2006 data has beer
reonfirmed.

The CL is closed.

(4]
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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
CL3 B.3.1 The latest version of the additionality | The latest version of the additionality
: B.3.3 tool (version 5.2) is been used in the | tool (version 5.2) is been used and
The latest version of the additionality tool ig revised PDD. confirmed by DNV.
requested. The CL is closed.
CL 3: As per the revised PDD section B5, ana sensitivity analysis has been carried
The additionality tool requires to considerd g 3.3 | alternative approach is to, for each inp@ut for parameters contributing mdre
realistic range of assumptions for the input parameter, than 20% to revenues or costs to check
parameters of the financial analysis and +/ i) determine the value at which the IRRthe robustness of the financial analysis.
10% does not always reflect a realistic range. will be equal to the benchmark and | Reasonable variations of the static total
The project developer needs to determine ii) assess the likelihood of the paramet@ivestment, annual O&M costs, on-gtid
each input parameter’s value at which the IRR having this value to confirm that itis | tariff and annual supplied power were
will be equal to the benchmark and assess fthe not likely that the IRR will become | checked by calculating the variation
likelihood of attaining the arrived values equal to the benchmark. necessary to reach the benchmark and
against each parameter and confirm that it s The IRR for the project equals the | then discussing the likelihood for that|to
not likely that the IRR will become equal to benchmark, when the valuesstétic | happen. None of the parameters in the
the benchmark. investment, annual O&M costs, on-grid| sensitivity analysis are considered |to
tariff and electricity outputhange by - | have any  significant positivie
11.95%, -56.9%, +10.75%, +10.75%, | correlation.
respectively. However, none of these It is shown that the benchmark lis
scenarios are likely to happen, as ha\éer%ached only when the total investment
:)heeegées/lsed and demonstrated in B.5 Ad oaM dec_reases b_y 11.95% a_nd
o o 52.3% respectively, while the on-grid
The revised sensitivity has been tariff and annual supplied power
provided. increase by 10.75%. However, it |is
unlikely that these situations will
happen as demonstrated in the
following:
As the main part of total investment
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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

cost /9/, the equipment and materials |are
currently increasing /34/, which was
confirmed by DNV. Hence, the total
investment cost is unlikely to decregse
by 11.95%.

Faced with the increase of the price| of
the raw material such as steel and
cooper, which results in the price [of
wind turbines and equipments
increasing in China during these recent
years /34/, it is highly unlikely that

O&M will decrease by 52.3%.

The electricity tariff is determined as

per the NDRC or the local price burejau
relevant guidance document

(0.54RMB/kWh). It has also been

verified by DNV that the on-grid tari

of wind farms in Hebei Province has

decreasing trend since 2005 /35/. So |t is
deemed unlikely that the tariff can

increase by 10.75% to make the project
IRR reach the benchmark.

Annual supplied power is limited hy
wind resources on the project site.|In
FSR /9/, the determination of installed
capacity and operation hours was
discussed sufficiently in relation to the
wind resources. Moreover, the grid4in
electricity output is based on long term
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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

meteorological data of the win
resource in the local area, for 30 ye
(from 1977 to 2006) and onsite wir
resources measurement. So, it is hig
unlikely for the output to increase |
10.75%.

The sensitivity analysis shows that ev
if considering the reasonable variantid
of those critical parameters, without t
income from CERs sales, the “Hel
Shangyi Manjing North Wind Farr
Project‘is unlikely to be the mo
financially attractive option.

The CL is closed.

d
ars
nd
hly
Dy

en
ns
he
el
n
5t
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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
CL4 CDM project activities have been In China, most policies are promulgated
: B.3.3 excluded in the common practice, pls| in provincial level by combining th
As per the requirements @bol for the refer to B.5 of the PDD. national policy with the region’
demonstration and assessment of The revised common practice analysis condition. In addition, abundant and
additionality: According to the guidance has been provided. high quality wind resources in Hebei
provided in EB 38 paragraph 60, registered Province make this region different
CDM project activities are not to be included from other regions in the aspect |of
in this analysis. The CDM projects in electricity output, eventually in the
common practice analysis should therefore be aspect of economic feasibility. Hence| it

excluded.

is reasonable that Hebei Province| is
selected as scope for common practice
analysis.

There are two similar wind far
projects (Chengde Hongsong 50.1 MW
wind project and the Shangyi Maniji
345 MW wind project) in Hebei
province with installed capacity more
than 15MW /36/. Both Chengde
Hongsong wind farm and Shangyi
Manjing wind farm did not obtain the
high on-grid tariff anticipated in thejr
feasibility studies, they were all haye
low IRR and were also facing serious
financial barriers during operatirg
period. Both projects agreed carbon
funding to help overcome this serious
barrier. DNV has checked all sourges
/39//40/ mentioned in the PDD and
could conclude that the construction|of

a wind farm project of 49.5 MW is not|a
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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
common practice in Hebei province.
The CL is closed.
CL5: B.3.4 The starting date of the project activjtyfhe evidence of considering CDM in

The project starting date was 20 March 20(
However, the evidence of considering CDM
in decision-making prior to the starting of
project activity is not obtained.

8.

is 20 March 2008/28/, the date of thdecision-making prior to the starting of

wind turbines purchase contract sigr
with GE Energy (Shenyang) Co., Lt
128/

e Environmental
Assessment
Shangyi Manjing North Winc
Farm Project was developed
the  Environmental Impag
Assessment  Department
Hebei Engineering Consulta
Institute in May 2007 an
approved by Environment;

Protection Bureau of Hebs
Province dated 20  Jun
2007/10/;

* In November 2007, the CDN
was seriously considered in t
FSR /9/ by Beijing Jikedia
Renewable Energy Developme
Center due to the lower IRR
6.5%;

e On 10 December 2007, th
decision /32/ for applying fog
CDM was made in the boa

Impact CL is closed.
(EIA) of Hebei

gafoject activity has been obtained and
dthe relevant documents /9/
110//221/24//28//32/have been validated.

|
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t
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i
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e

v
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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

« On 17 December 2007, th
ERPA with Carbon Resourg
Management Ltd (CER buye
was signed /22/

« On 27 February 2008, the FS
was approved by th
Development and  Reforr
Commission of
province/9/,

e On 20 March 2008, the win
turbines purchase contract W
signed /28/. This date wa
substantiated as the start date
this project activity;

e« On 31 March 2008, the proje
construction starting permissiq
was issued by Zhong:
Engineering Constructio
Supervision Company./24/

* On 4 July 2008, the PDD of this

project was submitted to DN
for validation.

Hebeli

ne
e

I

bR

as
1S
of

ct
n

7i

n

CL 6:

The data sources and calculation spreadsh

of the grid emission factor is requested.

eet B.5.1
B.5.2

The Annex lll of the PDD of the
calculation of the Emission Factor hag
been provided.

Ok. The data sources of the calculatid
of the Emission Factor have been
obtained and the calculation has been
confirmed to be reasonable and
conservative.

CL is closed.
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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
CLT7: The data will be continuously measure@®k. The monitoring frequency of
As per methodology, monitoring frequency jof B.10.6 and monthly recorded, as have been | monitoring data has been checked as

monitoring data should be hourly
measurement and monthly recording, whic
have not been identified in PDD. The proje
proponent needs to clarify.

-
"

revised in the PDD.

continuously measured and monthly
recorded.

CL is closed.
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ENDIX B
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CERTIFICATE OFCOMPETENCE

Peng Huang

Qualification in accordance with DNV's Qualificatiiccheme CDM/JI (ICP-9-8-i1-CDMJI-il

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

Landfill gas

Hydro power

Jan 2009 Jan 2009

Renewables Wind power

Jan 2009

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hegvik, 9 January 2009

/‘{/'[ﬁaz/ (phne- -

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

zhi Ang (Walter) Tang

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

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

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 9 January 2009

f{/{ﬁzu/ (thne--

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Anjana Sharma

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

GHG Auditor:

| Yes

Technical Area

CDM
Validator

CDM
Verifier

Sector
Expert

Methodology Technical
Expert Reviewer

Landfill gas

Jan 2009 Jan 2009

Hydro power

Jan 2009

Renewables Wind power

Jan 2009 Jan 2009

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 9 January 2009

f{/{ﬁzu/ (thne--

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Weidong Yang

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

GHG Auditor: Yes

Technical Area CDM CDM Sector Methodology Technical
Validator  Verifier Expert Expert Reviewer

Landfill gas

Hydro power
Renewables Wind power Jan 2009 Jan 2009
Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 9 January 2009

f{/{ﬁzu/ (thne--

Michael Lehmann
Technical Director, Climate Change Services
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