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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Yunnan
Province, Tengchong County, XiShanHe Hydropowertid®taProject” in China. The
validation was performed on the basis of UNFCCQecia for the Clean Development
Mechanism and host Party criteria, as well as cigegiven to provide for consistent project
operations, monitoring and reporting.

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

The project participant from the host Party Chisaliengchong County Qinghe Hydropower
Development Co., Ltd.. International Clean Fund LU®&wes, Mendrisio Branch is the
project participant from the Annex | Party, Swilaed. Both Parties fulfil the participation
criteria and DNA's of China and Switzerland havepeqved the project and authorized the
project participants.

The DNA of China has confirmed that the projectistssin achieving sustainable
development. The validation did not reveal anyrimfation that indicates that the project can
be seen as a diversion of official developmenstaste (ODA) funding towards China.

With a total rated installed capacity of 6.7 MW @35 MW rated capacity of each turbjne
the project is eligible as type | small-scale CDMjpct activity. The project correctly applies
the simplified baseline and monitoring methodoldgyS-1.D, version 13. By generating
renewable energy which will partly displace fo$s#él based electricity in the China Southern
Power Grid (CSPG), the project results in reductioof CQ emissions that are real,
measurable and give long-term benefits to the it of climate change. It is
demonstrated that the project is not a likely bmeelscenario. Emission reductions
attributable to the project are hence additionalaiy that would occur in the absence of the
project activity.

The total emission reductions from the project aséimated to be on average 28 001t,€0
per year during the first seven years renewabladitiry period. The emission reduction
forecast has been checked and it is deemed likatythe stated amount is achieved given that
the underlying assumptions do not change. The mamit methodology AMS-1.D, version 13
has been applied correctly. The procedures for tooing, operating and maintenance have
been finalized and will be put in place prior tetstart of the crediting period.

Comments by Parties, stakeholders and NGOs have ibeted via the UNFCCC web-site.
No comments have been received.

In summary, it is DNV’s opinion that the projecs, @escribed in the project design document
(version 03 dated 31 January 2009), meets all seWNFCCC requirements for the CDM,
is eligible as category I.D small-scale CDM projeattivity and correctly applies the
approved simplified baseline and monitoring methogp AMS-1.D, version 13. Hence, DNV
requests the registration of the “Yunnan Provincéengchong County, XiShanHe
Hydropower Station Project” as a CDM project actjui

CDM Validation 2008-0131, rev. 01 5
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2 INTRODUCTION

Asja Environment Internationa B.V Mendrisio Brarfwis commissioned Det Norske Veritas
Certification AS (DNV) to perform a validation die¢ “Yunnan Province, Tengchong County,
XiShanHe Hydropower Station Project” in China. Theport summarises the findings of the
validation of the project, performed on the basi® NFCCC criteria for the CDM, as well as

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

UNFCCC criteria refer to Article 12 of the Kyoto ddocol, the CDM modalities and

procedures, the simplified modalities and procesidoe small-scale CDM project activities

and the subsequent decisions by the CDM Executbaed

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 ireortd confirm that the project design, as
documented, is sound and reasonable and meetsdémeified 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 independathtobjective review of the project design
document (PDD). The PDD is reviewed against theeiga stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseabre the Marrakech Accords, the
simplified modalities and procedures for small-ec@DM project activities and the relevant
decisions by the CDM Executive Board, including #ygproved baseline and monitoring
methodology. The validation team has, based omgbemmendations in the Validation and
Verification Manual /7/ conducted the validation.

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

CDM Validation 2008-0131, rev. 01 6
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3 METHODOLOGY
The validation consisted of the following three pést

a desk review of the project design documents
follow-up interviews with project stakeholders
the resolution of outstanding issues and tlseidasce of the final validation report and

opinion.
The following sections outline each step in mortiile

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

11/

12/
13/
141

5/

16/

171
18/

19/

110/

11/

112/
113/
114/

115/

Asja Ambiente Italia S.p.A., Project Design Documndor “Yunnan Province,
Tengchong County, XiShanHe Hydropower Station PRtbjeversion 02 of 26
November 2007 and version 03 dated 31 January 2009.

Letter of Approval issued by DNA of China dated ukany 2008.

Letter of Approval issued by DNA of Switzerland el@t31 August 2009

Feasibility Study Report of “Yunnan province, Tehgng County, XiShanHe
Hydropower Station Project” by Yunnan Survey andsiDe Institute of Water
Conservancy and Hydropower dated July 2006, antbagpletter by the Development
& Reform Committee of Baoshan City dated 5 Jan2&§7

Environmental Impact Assessment (EIA) for “Yunnammyince, Tengchong County,
XiShanHe Hydropower Station Project” by Yunnan ®ynand Design Institute of
Water Conservancy and Hydropower dated Novembe6,280d approval letter by
Baoshan City Environment Protection Bureau datetldvember 2006.

Ministry of Water ResourcesEconomic Evaluation Code for Small Hydropower
Projects Document No. (SL 16-95)

CDM Executive Board: Validation and Verification kiaal, version 01.

AMS-1.D Approved methodology, “Indicative simplifie baseline and monitoring
methodologies for selected small-scale CDM progativity categories”, version 13,
14 December 2007.

The reply letter of grid connection application ftire project, issued by Yunnan
Baoshan Power Company on 17 April 2006.

“Hydroenergy Design Code for Small Hydropower PectgéSL76-94)” published by
the Ministry of Water Resources of the People’suRdip of China.

The statistics by State Electricity Regulatory Cadssion (SERC) on newly built
thermal plants in 10th "Five-Year Plan" period 2A@D5, and NDRC official website
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/ FB&8. pdf

China Electric Power Yearbook 2000, 2001, 2002,32@004, 2005 and 2006

China Energy Statistical Yearbook 2004, 2005 ar@b520
China NDRC, the emission factor calculation forrepower grid of China, published
on 9 August 2007, NDRC official website:

http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/ Fi&Y. pdf
CDM Guidebook for Yunnan province, Tengchong CouifshanHe Hydropower

CDM Validation 2008-0131, rev. 01 7
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116/

117/

118/

119/

120/
121/

1221

123/

124/

125/

126/

1271

128/

129/

130/

131/

132/

133/

134/

135/

136/

Station Project.

The statement for the amount of the supplied etgistrto the grid by the project issued
by Yunnan Baoshan Electric Company.

IPCC: Revised 2006 IPCC Guidelines for National Greenbo@as Inventories

Reference Manual.

The guidance for deviation in use of methodology @5 by several project activities
in China by EB. http://cdm.unfccc.int/Projects/Daidns

Project construction permission issued by Hunanrbl§Bower Project Supervision
Contract Corporation dated 1 February 2007.

Minutes of board meeting to make decision for CDhpiement dated 5 January 2007.

Construction contract between Tengchong County Kngydropower Development

Co., Ltd. and Baoshan City Construction Companiedld October 2007.

Modalities of Communication Form of Yunnan provinc&éengchong County,

XiShanHe Hydropower Station Project.

Consultancy agreement between Asja Ambiente I@l@A. and Kunming Huan Ye

Project Development Co., Ltd (agent of Tengchongqur®p Qinghe Hydropower

Development Co., Ltd.) dated 16 February 2007.

CDM Emission Reductions Purchase Agreement (ERRAyden Asja Ambiente Italia

S.p.A. and Tengchong County Qinghe Hydropower Dmweknt Co., Ltd. dated 8

March 2007.

Purchase contract for water turbines between TemggiCounty Qinghe Hydropower

Development Co., Ltd. and Chongqing Water Turbinerk®¥ Co., Ltd dated 14 January

2007.

Chinese Hydraulic Engineering Society (CHES), tbeficmation of the “Economic

evaluation code for small hydropower projects (SB-95)” is still affect.

http://www.ches.org.cn/jishubiaozhun/001.asp

Financial analysis spreadsheet of Yunnan proviff@ngchong County, XiShanHe

Hydropower Station Project dated 27 July 2009.

National Bureau of Statistics of China, Ex-FactBrjce Indices of Industrial Products

in 2007.

The 11th five-year plan of power industry developmie Baoshan City by People's

government of Baoshan City dated 26 August 200®%ZBangfa[2007]3).

Wei Qi. Brief Discussion on the Existing ProblenmrsdaSolutions on Hydropower

Development of Baoshan City dated 12 April 2007.

The General Office of the State Coundlbtice on Strictly Prohibiting the Installation

of Fuel-fired Generation with the Capacity of 135MWbelow Decree No.: 2002.6.

Chinese New Energy: The Wind Resource in China
http://www.newenergy.org.cn/html/0039/2003991 lhtm

The development of Solar Power in Yunnan Provineles on the support of the

government

http://www.ocn.com.cn/free/200802/nengyuandianliOt

The development of biomass plant in Yunnan Province

http://www.china5e.net/www/dev/news/viewinfo-newpEw200805050020.html

The development status of wave power in China

http://www.newenergy.org.cn/html/0065/2006511 1066046l

The statistics of China Renewable Energy Ratiotid@ta

http://www.hydrocost.org.cn/price/pricelndex.jsp

CDM Validation 2008-0131, rev. 01 8
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137/ 15 copies of questionnaires for stakeholder coasal.

138/ The data reported for other similar projects reget or requesting registration as
CDM projects in Yunnan Provinckttp://cdm.unfccc.int/Projects/projsearch.h{inl

139/ The power purchase agreement between Yunnan BaoEheutric Co.,Ltd and
Tengchong County Menglian Hydropower Station d#&épril 2003.

/40, National City Tax Law, http://202.108.90.130/chandfibenfa/jibenfa0401.htm

/41/ Interim Provision on Education Tax Law,
http://www.law-lib.com/law/law_view1.asp?id=99771

/42/ The supervision report of Yunnan Province, TengghoB@ounty, XiShanHe
Hydropower Station Project issued by Hunan Hydro&®o Project Supervision
Contract Corporation dated 18 October 2008.

Main changes between the version of the PDD puddisfor the 30 days stakeholder
commenting period and the version of the PDD suewhifor registration:

- AMS-I.D “Grid connected renewable electricity gest@yn” (version 13) is applied to the
project activity.

- Changes related to the CARs and CLs identified MVI3 draft validation report and
related to the latest EB requirements and guidelorefinancial analysis, project start date
and CDM consideration.

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

3.2 Follow-up Interviews with Project Stakeholders

DNV conducted a follow-up interview on 28 Janua@p2 with representatives of the project
consultant ASJA Renewables (China) Co., Ltd. are fitoject owner Tengchong County
Qinghe Hydropower Development Co., Ltd. to resdive issues identified during the desk
review of the PDD. During the desk review, the valg documents including FSR /4/, EIA

/5/ and the construction contract dated 1 Octob€7221/ were provided and reviewed. The
information about this project stated in PDD coblkl confirmed from these documents. It
was only three months after the construction ceontreas signed when the follow-up

interview was carried out and there is no migrafié#6/ . Therefore, the fact that no on site
visit for this project was arranged is in DNV’s pjain justified.

The main topics and personnel of the interviewssaremarized in the table below.

Date Name Organization Topic
/43/ | 2008-01-28 | Mr. Yuan Quanyi | ASJA Renewables > Baseline determination of
Consulting (China) Co., Ltd. the project

» Applicability of selected
methodologyAMS-1.D

> Issues related to the
additionality

> Emission reductions
calculation

> Emission reduction

Engineer

CDM Validation 2008-0131, rev. 01 9
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monitoring plan and
project management

/44] | 2008-01-28 | Mr. Huang Anwen | Tengchong County > Information of project

General Manager | Qinghe Hydropower construction

Development Co., Ltd. | > The development of
hydropower project in

Yunnan province
» The approval status (incl.
. EIA approval, the
Mr. Nan Chunhui LI_nCang Yun Tou Yue feasib?l?ty study report
Dian Hydropower approval, CDM project
Development Co., Ltd. approval)
» Project management
» Emission reduction
monitoring plan
» Consulting process for
stakeholder's comments
» Investment risks and
barriers

Assistant for
General Manager

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), meadnwedfication and the results from
validating the identified criteria. The validatipnotocol serves the following purposes:

* It organises, details and clarifies the requirem@n€DM project is expected to meet;
* It ensures a transparent validation process whaeevalidator will document how a
particular requirement has been validated andekeltrof the validation.

The validation protocol consists of two tables. Tdi#erent columns in these tables are
described in the figure below. The completed vdiahaprotocol for the “Yunnan province,
Tengchong County, XiShanHe Hydropower Station Rtdjes enclosed in Appendix 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 influenceroject results;

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

iii) there is a risk that the project would not be atm#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 2008-0131, rev. 01 10
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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
section.

responses and final

conclusions. The conclusiong

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

Figure 1 Validation protocol tables

CDM Validation 2008-0131, rev. 01

11

e



DET NORSKE VERITAS i §

VALIDATION REPORT DNW

o]
=

3.4 Internal Quality Control

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

3.5 Validation Team

Type of involvement

2 X
13 S =
o) 5 2
= c 2 5
Z2 = £ » 8 c
S 2 £ = € k
Last First 3 ¢ 2 8 5 8
Role/Qualification Name Name Country © © © o = U
CDM validator / technical ~ Tang Zhiang R VA \
team leader
GHG auditor Dong Nan China \
Technical reviewer (draft ~ Yang Weidong USA \
report and final report)
Technical reviewer (draft Rescalvo  Miguel USA \
report)

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

CDM Validation 2008-0131, rev. 01 12
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4 VALIDATION FINDINGS

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

The final validation findings relate to the projefgsign as documented and described in the
revised and resubmitted project design documemtaifoversion 03 dated 31 January 2009
1]

4.1 Participation Requirements

The project participant from the host Party Chimd eéngchong County Qinghe Hydropower
Development Co., Ltd., and the project participantn the Annex | Party Switzerland is
International Clean Fund LLC, Lewes, Mendrisio BlanBoth the participating Parties, i.e.
China as the host Party and the Switzerland ag\timex | Party, meet all the participating
requirements as per the Kyoto Protocol.

The letter of approval from the DNA of China hasembeobtained in January 2008 /2/,
authorizing Tengchong County Qinghe Hydropower Dgwment Co., Ltd. as project
participant and also confirmed that the projecisés#n achieving sustainable development.

The letter of approval from the DNA of Switzerlahds been obtained on 31 August 2009 /3/,
authorizing International Clean Fund LLC, Lewes,ndasio Branch as project participant..

The validation has not revealed any informationdating that the project can be seen as a
diversion of official development assistance (OD4)ding towards China.

4.2 Project Design

The proposed project is a small run-of-river hyanopr station located on the XiShanHe
river between BangLao Village and XiangYan brid@iee main plant construction includes
the dam, water diversion canal, fore-bay, presspipd, workshop, water turbine, generator
and voltage transformation equipment. The instalbegacity of the project is 6.7MW,
including 2 sets of turbines and generators with ¢hpacity of 3.35MW for each set. The
turbines are HLA671-WJ-95 type and the associatewiators are of SF3350-10/1730 type.
The operation time per year is 6 220 hours. Theeetgal average electricity supplied to the
grid per year is 33 202MWh. The power density & fioject is 980.822 W/according to
the approved FSR /4/.

Being a renewable electricity project, the progdivity will generate greenhouse gas (GHG)
emission reductions by avoiding @@missions from electricity generation in the China
Southern Power Grid which is dominated by fossl fuower plants.

The starting date of the project activity is 14 Uy 2007, which is the date of purchase
contract for water turbines /25/. This purchaseremt is earlier than the construction contract
dated 1 October 2007 /21/ and construction peromssated 1 February 2007 /19/. The FSR
was verified to confirm that the operational lifegé is 30 years /4/. The length of the first
crediting period is 7 years, starting on 1 AprillRGr registration date whichever is later.

CDM Validation 2008-0131, rev. 01 13
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4.3 Baseline Determination

The project activity applies the approved simptifieaseline methodology AMS-I.D of the
“Indicative simplified baseline and monitoring metlologies for selected small-scale CDM
project activity categories” version 13 of 14 Det&m2007 /8/.

The applicability criteria of AMS-1.D are met since

a) This project is a renewable energy project (bgdwer plant) with an installed capacity of
6.7 MW, which has been confirmed from the FSR hf purchase contract for water turbines
125/,

b) According to the FSR /4/ and purchase contractwiater turbines between Tengchong
County Qinghe Hydropower Development Co., Ltd. &ftbngging Water Turbine Works

Co., Ltd dated 14 January 2007 /25/, the aggregatsélled capacity is 6.7 MW which is

below the threshold of 15 MW for type | small scpieject activities;

c) According to the FSR /4/ and the reply lettegoél connection application for the project,
issued by Yunnan Baoshan Power Company on 17 2pf6 /9/, this project is connected
with China Southern Power Grid (CSPG), which is tdated by fossil fuel generation.

d) The project boundary is clearly defined in tHRDR which includes the project power plant
and the system boundary for determining the gridssion factor comprising all power plants
connected physically to CSPG.

The project is located in the west of Hehua Xiahdengchong County of BaoShan city in

Yunnan province. Yunnan provincial power grid bgesro CSPG and the electricity from

this project will be supplied to CSPG accordingthie FSR /4/ and the reply letter of grid

connection application for the project, issued hyniYan Baoshan Power Company on 17
April 2006 /9/. The defined geographical and spagxtent project boundary is reasonable
and complies with AMS-1.D. DNV can confirm the pegoi boundary is complete and

reasonable.

Therefore, the emission source in this project damis as following table:

GHGs involved Description
Baseline emissions CcO The China Southern Power Grid
Project emissions N/A Project emission is regardedzero as the

project is a renewable energy (Hydro
source) project.

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

The selected sources and gases are justifieddgurthect activity.
The alternative baseline scenarios have been figehéis below:

Alternative 1: The specific hydropower activity,thout being registered as a CDM project
activity;

Alternative 2: A thermal power plant with equival@mnual power generation;

Alternative 3: Other renewable energy power plaith wquivalent annual power generation;
Alternative 4: The equivalent annual electricitysspplied by the China Southern Power
Grid,;

CDM Validation 2008-0131, rev. 01 14
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Alternative 1 complies with all mandatory applicalggislation and regulations; however it is
not feasible economically. It is demonstrated (assented below in the additionality
assessment, section 4.4) that without CERs saleswes the IRR of the project is lower than
the benchmark. The project faces significant ecoa@and financial barriers without CDM
revenue, so it is deemed not feasible.

Alternative 2 consists of the building of thermamgr plant with the same annual electricity
generation as the project activity. However, actwydo Chinese regulations, coal fired
power plants of less than 135MW are prohibiteddonstruction in the areas covered by the
large grids such as provincial grids /31/. The egj@nt amount of annual electricity
generation from capacity 6.7 MW hydro plant is l&ssn from the thermal power plant. In
other words, the thermal power plant capacity weitiuivalent power generation is less than
6.7 MW which is much less than 135 MW. Therefonés alternative can be excluded.
Alternative 3: The effective wind power density¥onnan is less than 50 Wnirhe annual
hours with wind speed more than 3 m/s is under@t@furs and the annual hours with wind
speed more than 6 m/s is under 150 hours /32thé&umore, due to the technology
development status and the high cost for powerrgéina, solar power, biomass energy and
wave power have not been widely used in China 3385/. Hence, alternative 3 is not a
feasible baseline scenario.

Based on above discussion, DNV was able to confinat the only plausible baseline
scenario is Alternative 4: The equivalent annueateicity is supplied by the China Southern
Power Grid.

In the baseline scenario the electricity delivefiean the project activity to the grid would
have been generated by fossil fueled grid-conngmbeeer plants and by the addition of new
generation sources. The baseline for the proposegeqb is the amount of electricity
generated by the proposed project per year,XE@ultiplied by the emission factor
(tCO/MWNh) of the grid. The grid emission factor has meeterminedex antebased on the
most recent information available at the time offPBubmission and is fixed for the entire
first crediting period. This is reflected in thengbined margin (CM) - the weighted average
of the operating margin (OM) emission factor and Huild margin (BM) emission factor.
The weighting is set to respectively 50% and 50%.

The baseline scenario boundary of the project & @hina Southern Power Grid, so the
project boundary for calculation gfr and Ely will be limited to the China Southern Power
Grid.

The application of the baseline methodology isgpament and conservative.

4.4 Additionality
4.4.1 CDM consideration and continued action to secure CM status

It has been verified that the purchase contractMater turbines was signed on 14 January
2007 /25/, construction permission was obtained lorFebruary 2007 /19/ and the
construction contract is dated 1 October 2007 /Riehce, the purchase contract for water
turbines/25/ dated 14 January 2007 is correctly deemed to bestidrt date of the project
activity.
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The project owner realized the poor financial iadacs of the project when the FSR was
finalized in July 2006 /4/. As described in the F8f IRR of total investment of the project
is 8.57% without CER revenues. The project ownéd tiee board meeting on 5 January 2007
and decided to apply for the project as CDM prophat to the high investment risk and the
low IRR /20/. The project owner signed purchasetrean for water turbines with Chongqing
Water Turbine Works Co., Ltd on 14 January 2007/ /@5d then got the construction
permission in 1 February 2007 /19/. Consultancyeagrent was signed between Asja
Ambiente Italia S.p.A. and Kunming Huan Ye Projé&tvelopment Co., Ltd (agent of
Tengchong County Qinghe Hydropower Development Cil,) on 16 February 20023/.
Then ERPA was signed between Asja Ambiente ItalAS and Tengchong County Qinghe
Hydropower Development Co., Ltd. on 8 March 2004//42.0A from China DNA was
obtained in January 2008 /2/. DNV performed follopi-interviews on 28 January 2008
143//44/.

All the relevant documents have been verified by\VDENnd it is in DNV’s opinion
sufficiently demonstrated that the benefits of @i2M were a decisive factor in the decision
to proceed with the project and that continuous eead actions have been undertaken to
secure CDM status of the project.

4.4.2 Alternative baseline scenarios

The alternative baseline scenarios for the pr@etvity have been suitably identified as,
Alternative 1: The specific hydropower activity,thout being registered as a CDM project
activity;

Alternative 2: A thermal power plant with equivalemnual power generation;

Alternative 3: Other renewable energy power plaith wquivalent annual power generation;

Alternative 4: The equivalent annual electricitysspplied by the China Southern Power
Grid;

As mentioned in Section 4.3 alternatives 2) anar®) not realistic and credible alternatives
and can be exempted from further consideration.

4.4.3 Investment analysis: Choice of approach

Since the proposed project generates financialemmhomic benefits through the sales of
electricity other than CDM-related income and thiéeraative does not involve any
investment, a benchmark analysis is applicable.

4.4.4 Investment analysis: Benchmark selection

According to the “Economic evaluation code for dntgldropower projects (SL 16-95)”,
issued by Ministry of Water Resources of China péojects with installed capacity below 25
MW are defined as small hydropower projects anetas that a project benchmark of 10%
(after tax) has been selected. DNV can confirmith&iitable and reasonable as follows:

1. This benchmark was determined by the national adtnation of this industry in China
/61.

2. This benchmark is applicable f@roject and after tax scenario and the investment
analysis for this project will also be fproject and after tascenario;
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3. This Economic Evaluation Code /6/ refers to thé& psemiums of small hydro power
project.

This benchmark of total investment financial in@rmate of return (IRR) is widely accepted
and applied in the Chinese small hydropower ingudtrwas also confirmed from publicly
available source of the Chinese Hydraulic Engimee8ociety (CHES) that this benchmark is
still in effect/26/.

4.4.5 Investment analysis: Input parameters

The input parameters used in the financial analg§ishe “Yunnan province, Tengchong
County, XiShanHe Hydropower Station Project” adeetafrom the Feasibility Study Report
(FSR) developed by Yunnan Survey and Design Institof Water Conservancy and
Hydropower in July 2006 and approved by the Devalept & Reform Committee of
Baoshan City on 5 January 2007 /4/. The input patara used in the financial analysis can
thus be considered information provided by an iedelent and recognized source. DNV
compared the input parameters for the financiallyaig included in the PDD with the
parameters stated in the FSR /4/ and was ablenfrirothat the values applied are consistent
with the values stated in the FSR /4/.

The FSR was approved on 5 January 2007 and thégmecontract for water turbines was
signed on 14 January 2007 /25/. Given this shatogef time between approval of the FSR
and the decision to proceed with the project agtivi is unlikely in the context of the project
that the input values would have materially chande thus reasonable to assume that the
FSR has been the basis of the decision to procébdhe investment in the project.

The input parameters used in the financial analysie compared with the data reported for
other similar hydropower projects registered oruesging registration as CDM in Yunnan
province with capacities ranging between 2 and MW.NParameters compared included the
plant load factor, the investment costs per MW certage of O&M costs relative to total
investment costs as indicated in the table beldwgchvshows the investment costs and O&M
costs are in a reasonable rangg/

Compared Data Proposed Project Compared Value in  UNFCCC Reference
Value Yunnan Number

Investment costs (RMB/KW) 5110 Max 6630 2034
Min 4030 1978

Annual O&M cost relative to 2.96% Max 6.31% 1994

total investment Min 1.96% 1533

Annual operating hours 6220 Max 6167 1994
Min 4925 1997

Other fee (RMB/KW) 24 Max 24 1779
Min 3 1743

1) Annual Power Generation
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According to the FSR, the project is expected tppguto the grid an annual average
electricity of 33 202 MWh, taking into account 62&0rking hours per yed4/.

FSR was verified to confirm that the annual eledtrigenerated by the project is calculated
based on the hydrological data of the river frorB3l8 20054/. The project is a run-of-river
hydropower station without regulation capacity dne grid will only take part of electricity
generated in rainy seasdd/, therefore the choice of 0.8 as the coefficientetiective
electricity is appropriate according to SL 16/85 the choice of 0.4% as the auxiliary power
consumption is appropriate according to “Hydroepddgsign Code for Small Hydropower
Projects(SL76-94)” published by the Ministry of WaResources of the People’s Republic of
China/10/.

The annual operating hours of the proposed preyastcompared to be the highban those
of the compared similar projects, which is moressymative/38/.

Furthermore, the statement of the amount of sug@iectricity to the grid issued by Yunnan
Baoshan Electric Company was verified to confirmttthe actual amount of the power
supplied to the grid by the project was 31981 MWnt May 2008 to April 2009, which
means the actual operating hours from May 2008p6l 2009 was 5991 hour46/.

2) Tariff

The tariff of 0.1444 RMB/kWh (excluding VAT) used PDD is from the FSR, which was
prepared by Yunnan Survey and Design Institute atalVConservancy and Hydropower in
July 2006. The power purchase agreement betweemayuBaoshan Electric Co.,Ltd and
Tengchong County Menglian Hydropower Station da&epril 2003 was verified to confirm
that the tariff of Tengchong County Menglian Hydoagr Station was 0.135 RMB/kWh,
which was the latest available public informatidrttee time of making decision to proceed
with CDM project.

The tariff of Expansion Project of Sanjiangkou Hydectric Power Station in the reach of
Supa River, Yunnan province, China(UNFCCC Ref: 20Which connected to Baoshan grid
as the proposed project, is 0.1382 RMB/kWh (exclgdf/AT), lower than the tariff used for

the proposed proje¢38/.

Therefore, DNV considers the tariff of 0.1444 RMB/k (excluding VAT) used in PDD to
be appropriate.

3) Investment costs

The investment used in investment analysis in P®DBam the FSR4/. DNV compared the
investment per KW capacity of the proposed prdjgti0 RMB/kW) with the similar projects
and found it was in the normal range of the simplianjects (4030-6630 RMB/KW3B9/. DNV
also verified the supervision report of the propmbpeoject issued by Hunan Hydro&Power
Project Supervision Contract Corporation to confithat the actual investment of the
proposed project was 43.527 million RMB, 27% mdrantthe estimated value in FSR /42/.
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DNV has verified the evidence and considers thesitment of the proposed project used in
investment analysis to be appropriate and congeevat

4) O&M costs

The annual O&M cost relative to the investment adsthe proposed project (2.96 %) was
compared with the data reported for other similgdropower projects registered or
requesting registration as CDM in Yunnan provif@®, which was found to be in the range
of the compared projects (1.96%-6.3189/. Thus DNV considers the O&M costs used in
investment analysis to be appropriate.

5) Taxes

According to Economic Evaluation Code for Small Hygbwer Projects, the VAT is 17%
and the income tax is 33%/. The values of VAT and income tax used in investnamalysis
of the proposed project were verified to be in hmiéh Economic Evaluation Code for Small
Hydropower Projects. According to the Interim Psienh on Education Tax Law, the
education rate is 3% of VAT, and the educationrtag of 3% used in PDD was in line with
that /41/. According to the National City Tax Lathke city building tax rate is 5% of VAT
140/, the 1% of the city tax rate used in PDD anfrFSR, which is conservative. Therefore
DNV considers the taxes used in PDD to be apprtpria

6) Other fee

According to Notification of Economic Evaluation @»for Small Hydropower Project§/,

the other fee includes office expense, travel egpeand so on. The other fee of the proposed
project (24 RMB/W) was found to be in the rangeotifer similar project$39/, and it was
confirmed that the other fee of 24 RMB/W was alsoadly used for hydropower projects
(such as the hydropower projects with UNFCCC R88B8| 2075, 2063, 2106, all below 20
MW capacity)/39/. Therefore DNV considers the other fee used in R®Be appropriate.

It should also be noted that even if the othervies assumed to be zero, the IRR of the
proposed project would be 9.07%, lower than thecbevark of 10%427/.

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

4.4.6 Investment analysis: Calculation and conclusion

The IRR calculations were provided in a spreadsheet verified by DNV. The IRR was
calculated through 31 years, including 1 year ofstauction period and 30 years of operating
/4/. The project IRR without CDM revenues is 8.57%//2uich confirms that the project in
the absence of CDM benefits and compared to thehmeark is not financially attractive.
With CER revenues the project IRR increases to888,6vhich is above the benchmark /27/.
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4.4.7 Investment analysis: Sensitivity analysis

Moreover, a sensitivity analysis has been carrigdfor parameters contributing more than
20% to revenues or costs to check the robustnedheofiinancial analysis. Reasonable
variations of the total investment, annual O&M spstnnual electricity output, and on-grid
tariff were checked by calculating the variatiorcessary 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.

Total investment Annual O&M costsAnnual electricity| On-grid tariff
output
-11.9% -51.5% +10.95% +10.95%

With a 11.9% decrease in total investments, thechmmark will be reached. However,
considering the reliability of the estimates in #®R, and that the price indices of materials
for production has been increasing steadily frod8L8 2007 /28/, this is deemed unlikely.
DNV also verified the supervision report of the posed project issued by Hunan Hydro &
Power Project Supervision Contract Corporationdoficm that the actual investment of the
proposed project was 43.527 million RMB, 27% mdrant the estimated value in FSR /42/.
Therefore the total investment is deemed unlikelgecrease that much.

With a 51.5% decrease of annual O&M costs, the leack will be reached. According to
the statistics of China Renewable Energy Ratioti®@tathe management and labor costs of
hydropower stations rose by 8% in 2008 compare2i0/ /36/. Therefore, an annual O&
M cost decrease by 51.5% is deemed unlikely.

With a 10.95% increase in annual electricity outphg benchmark will be reached. However,
the annual electricity output was estimated by alifjed third party and based on the
hydrological condition and hydrological analysis the period 1953 to 2005 /4/. Thus, it is
unlikely to expect the annual electricity outputriorease by 10.95%.

With a 10.95% increase in on-grid tariff, the bemelk will be reached. However, due to the
instability and uncertainty of hydropower, the gradmpany is reluctant to purchase
electricity from hydropower generation. The tariti6 Baoshan Grid, which the proposed
project is connected to, are lower than the taniffether area of Yunnan Grid /29/. The tariff
of Expansion Project of Sanjiangkou Hydro-elecR@wver Station in the reach of Supa River,
Yunnan province, China (UNFCCC Ref:2075), whickasinected to the Baoshan Grid as the
proposed project, is 0.1382 RMB/kWh (excluding VATQwer than the tariff used for the
proposed project38/. And on-grid tariff in Baoshan City hasn’t incredsfor over ten years
/30/. Furthermore, it should be noted that if tbaual investment of the proposed project was
used in the investment analysis, the IRR would hethe benchmark only when the tariff
increases to 0.1991 RMB/kWh (increasing 37.9%).ré&toee the on-grid tariff is unlikely to
increase that much.

The investment analysis with the sensitivity analysas shown that the proposed project
activity is unlikely to be the most financially ttive option. In conclusion, it is sufficiently
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demonstrated that the project is not a likely basescenario, and that emission reductions
resulting from the project are additional.

4.5 Monitoring

The project activity applies the approved monitgrimethodology, AMS-1.D “Indicative
simplified baseline and monitoring methodologies &elected small-scale CDM project
activity categories” version 13 of 14 December 200f7e selected monitoring methodology
is applicable for the project.

The project emissions are regarded as zero. Ag iBano transfer of equipment, leakage is
not considered.

The grid emission factor has been fix@dante Therefore, the only parameter that needs to
be monitored is the net electricity supplied to @ena Southern Power Grid.

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

The monitoring plan is in accordance with the manirity methodology. The monitoring plan
will give opportunity for real measurements of a&sgd emission reductions.

4.5.1 Parameters determined ex-ante

The combined margin emission factor is determimedante based on the most recent
information available at the time the PDD was sutedi for validation; the detailed
calculations of the combined margin emission faaterdescribed in the following section 4.6.
The parameters are listed in table below:

Data and Parameters Unit Ex-ante determined value
Operating margin of CSPG (OM) | tCO/MWh 1.0119
Build Margin of CSPG (BM) tC&@MWh 0.6748
Emission factor of CSPG tGMIWh 0.84335

4.5.2 Parameters monitored ex-post
The parameter monitoregk-postis the net electricity generation from the progbgeoject
activity.
The net electricity generated from the project wél measured 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 CDM GuidebooM 5/ includes:
- A description of the responsibilities and authestfor project management;
- A description of the installation of metering equgnt;
- Procedures for training;
- Data quality control and management;
- Procedures for emergency;
- Reporting and verification.
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Detailed procedures have been elaborated in the.PDigse will be maintained and
implemented to enable subsequent verification aégion reductions.

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

4.6 Estimate of GHG Emissions

The emission reductions ERby the project activity during the crediting petias the
difference between baseline emissions JjBroject emissions (REand emissions due to
leakage (1), as follows:

1) Baseline emissions: Baseline emissions(BECO,) are the product of the grid emission
factor (ER in tCO/MWh) times the electricity supplied by the projexttivity to the grid
(EGy in MWh).

2) Project emissions: The project emissions arartegl as zero.

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

The grid emission factor of the CSPG is determimedntefor the 7 years crediting period. It
has been calculated as 0.5:0.5 as the weightseobplerating margin and the build margin
respectively.

The PDD was published on 30 November 2007 andrthisseon factor is calculated based on
the latest data available when the project was as&tield. The data used in the emission factor
calculation is in accordance with data in the CHitectric Power Yearbook from 2000 to
2006(published annually) /12/ and the China En&ttistical Yearbook from 2004 to 2006
/13/. The calculation is furthermore in accordamdgéh the calculation of the combined
margin emission factor published by the DNA of Ghit4/.

The aggregated generation and fuel consumptionattatased as more disaggregated data are
not available in the CSPG. Country specific datatfie net calorific value of each type of
fossil fuel, which were obtained from the China EgyeStatistical Yearbook /13/, the IPCC
2006 default values /17/ for the oxidation factod &mission factor of each type of fossil fuel
and the total electricity delivered to the CSP&eteld are deemed reasonable /12/.

Operating Margin: Simple OM was chosen since the low cost /mustesources constitute
less than 50% of total grid generation /12/.

Vintage data for the years 2003, 2004 and 20031324are 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 1.01C®$/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 /18/:

- Use of capacity additions from the years 2003 @528 chosen and reaches 21.42%
of the total installed capacity.

- Use of weights estimated using installed capaaitypiace of annual electricity
generation. Thermal power plant accounts for 74.@f%he total installed capacity
additions in this period. Since specific data facke technology is not available, the
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fraction of fuels (coal 89.48%; natural gas 0.28&%:10.24%) was estimated from the
CGQ; intensity for the fuels used in CSPG.

- Efficiencies of 35.82% for coal power plants and6Z% 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 0.6748 te&IMWh. The sources and calculation has been vdrifie
by DNV.

The resulting combined margin emission factor B4835 tCQe/MWh is fixedex-antefor

the first crediting period. The annual electriditglivered to the CSPG is expected to be 33
202 MWh/4/. The expected annual baseline emissions of tHeqtns 28 001 tCge.

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 leakagarces contributing more than 1% and
not mentioned by the methodology have been found.

4.7 Environmental Impacts

The EIA for the project was prepared by Yunnan 8urand Design Institute of Water
Conservancy and Hydropower in November 2006 androapp by Baoshan City
Environment Protection Bureau on 14 November 200@. conclusion of the report has been
described in the PDD /1/. The project will haveipes impact on local environment /5/.

4.8 Comments by Local Stakeholders

Besides the stakeholder consultation process atguilin the Chinese EIA regulation, the
project developer has conducted additional stakismaonsultations. Local stakeholders from
local residents and local government were invitadough a questionnaire to provide
comments on the project. A total amount of 15 quastires were prepared and distributed
among local government, social organizations arwhlloesidents. All of them had been
answered and returned.

DNV has checked all the questionnaires received /37e survey shows that the proposed
project receives support from the local people. DNbnhsiders the local stakeholder
consultation to have been carried out adequately.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD version 02 of 26 November 20Q@&vas made publicly available on DNV’s climate
change website
(http://www.dnv.com/certification/climatechange/fets/ProjectDetails.asp?Projectld=1615
) and Parties, stakeholders and NGOs were thronghCDM website invited to provide
comments during a 30 days period from 30 Novembéi7 20 29 December 2007.

No comment was received.
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Table 1 Mandatory Requirements for Clean DevelopmerMechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included inénl in achieving compliance with | Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under A.
2. The project shall assist non-Annex | Partiesantributing to the ultimate objectiveKyoto Protocol Art.12.2. OK
of the UNFCCC.
3. The project shall have the written approvataftintary participation from the Kyoto Protocol CAR1
designated national authority of each Party invblve Art. 12.53a,
CDM Modalities and Procedures
840a
4. The project shall assist non-Annex | Partieadhieving sustainable development Kyoto Protocol Art. 12.2, CAR1
and shall have obtained confirmation by the hoehty thereof. CDM Modalities and Procedures
840a
5. In case public funding from Parties includedimex | is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resultDM Modalities and Procedures
in a diversion of official development assistanod & separate from and is not | Appendix B, § 2
counted towards the financial obligations of theadies.
6. Parties participating in the CDM shall designatational authority for the CDM, CDM Modalitiasd Procedures OK
8§29
7. The host Party and the participating AnnexriyPshall be a Party to the Kyoto | CDM Modalities §30/31a OK
Protocol.
8. The patrticipating Annex | Party’s assigned antahall have been calculated and  CDM Modalities Rrocedures OK
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Requirement Reference Conclusion

recorded. 831b

9. The participating Annex | Party shall have liage a national system for estimatin@DM Modalities and Procedures OK
GHG emissions and a national registry in accordavite Kyoto Protocol Article | 831b
5and 7.

About additionality

10. Reduction in GHG emissions shall be additiee@ny that would occur in the | Kyoto Protocol Art. 12.5c, OK
absence of the project activity, i.e. a CDM progediivity is additional if CDM Modalities and Procedures
anthropogenic emissions of greenhouse gases byesoare reduced below thosp843
that would have occurred in the absence of thestexgid CDM project activity.

About forecast emission reductions and environmentampacts

11. The emission reductions shall be real, meakugaid give long-term benefits Kyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.

About small-scale project activities

12. The proposed project activity shall meet thgitality criteria for small scale Simplified Modalities and OK
CDM project activities set out in § 6 (c) of the ivi&kech Accords and shall not b&rocedures for Small Scale CDM
a debundled component of a larger project activity. Project Activities 812a,c

13. The proposed project activity shall confirnmotee of the project categories define8implified Modalities and OK
for small scale CDM project activities and useshmaplified baseline and Procedures for Small Scale CDM
monitoring methodology for that project category. Project Activities 822e

14. If required by the host country, an analysithefenvironmental impacts of the | Simplified Modalities and OK

project activity is carried out and documented.

Procedures for Small Scale CDM

Project Activities 822¢
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About stakeholder involvement

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

16. Parties, stakeholders and UNFCCC accredited $\s¥@ll have been invited to | CDM Modalities and Procedures OK
comment on the validation requirements for minin®@®days, and the project | 840
design document and comments have been made publailable.

Other

17. The baseline and monitoring methodology staliteviously approved by the | CDM Modalities and Procedures OK
CDM Executive Board. 837e

18. A baseline shall be established on a projeetifip basis, in a transparent manneCDM Modalities and Procedures OK
and taking into account relevant national and/otcgal policies and 845c,d
circumstances.

19. The baseline methodology shall exclude to €&Rs for decreases in activity | CDM Modalities and Procedures OK
levels outside the project activity or due to foneajeure. 847

20. The project design document shall be in condmrre with the UNFCCC CDM- | CDM Modalities and Procedures OK
PDD format. Appendix B, EB Decision

21. Provisions for monitoring, verification and ogfing shall be in accordance with | CDM Modalities and Procedures OK

the modalities described in the Marrakech Accords ralevant decisions of the
COP/MOP.

§37f
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Table 2 Requirements Checklist
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revieu= | Ref. |MoV* COMMENTS Final
i Concl. | Concl
Interview
A. General Description of Project Activity
The project design is assessed.
A.1l. Project Boundaries
Project Boundaries are the limits and borders wiefy the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ DR | Yes. The project is located in the west| of OK
(geographical) clearly defined? Hehua Xiang of TengChong County,
Baoshan City, Yunnan Province. The
Hydro-power plant is located on the
Xishanhe river between BangLao Village and
XiangYan bridge. The  geographical
coordinate of the project is: Longitude:
98°12' - 98°28'E
Latitude: 24°55’- 25°12'N
A.1.2. Are the project’s system boundaries (component$l/ | DR | Yes. The project system boundaries fare OK

* MoV = Means of Verification, DR= Document Reviews Interview
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CHECKLIST QUESTION Draft Final

* MoV = Means of Verification, DR= Document Revievs Ref. |MoV* COMMENTS ra ina
Interview Concl. | Concl.

A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a# wé
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project

Participant.
A.2.1. Which Parties and project participants are /1] | DR | The project participant from the host Pafrty OK
participating in the project? China is Tengchong County Qinghe

Hydropower Development Co., Ltd., and the
project participant from the Annex | Party
Italy is Asja Ambiente ltalia S.p.A.

A.2.2. Have all involved Parties provided a valid and | /2/ | DR | No. The letters of approval from the DNAs|oBARL | OK

complete letter of approval and have all | 3 China and ltaly have not been obtained ye.
private/public project participants been authorized
by an involved Party?

A.2.3. Do all participating Parties fulfil the participati | /1/ | DR |- China ratified the Kyoto Protocol on 30 OK
requirements as follows: August, 2002 and the DNA of China |is
- Ratification of the Kyoto Protocol National Development and Reform
- Voluntary participation Commission.

- The participating Annex | Party Italy has
ratified the Kyoto Protocol on 31 May
2002 and the DNA of Italy is Ministry fg
the Environment and Territory,

- Designated a National Authority

=

* MoV = Means of Verification, DR= Document Reviews Interview

CDM Validation 2008-0131, rev. 01 29




DET NORSKE VERITAS

VALIDATION REPORT

38
D

DNV
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revieu= | Ref. |MoV* COMMENTS (I;)or r?f:tl ('::é?]acll
Interview '
Department for Global Environment,
International and Regional Conventions.
- The letters of approval from the DNA pf
China and Italy are required to ensure thalhp, 4
both Parties participate in the CDM on a
voluntary basis.
A.2.4. Potential public funding for the project from /1/ | DR | The validation did not reveal any informatipn OK
Parties in Annex | shall not be a diversion of that indicates that the project can be seenlas a
official development assistance. diversion of official development assistarice
(ODA) funding towards China
A.3. Technology to be employed
Validation of project technology focuses on thgqud
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and Kmow-is
used.
A.3.1. Does the project design engineering reflect /1/ | DR | The technology proposed to be used in|the OK
current good practices? /4] | | project is well proven in China and all the
equipments are locally available. Hence it
can be concluded that the project design
engineering reflects current good practices.
A.3.2. Does the project use state of the art technolo¢ | /1/ | DR | It needs to be provided thevidence that the CL1 OK
would the technology result in a significantly | 4, | | project uses state of the art technology or|the
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Interview
better performance than any commonly used technology would result in a significantly
technologies in the host country? better performance than any commonly used
technologies in the host country.
A.3.3. Does the project make provisions for meeting | /1/ | DR | Yes. The project owner will make provisiops OK
training and maintenance needs? | |for training and maintenance before the
operation of the project.
The requirements will be described in the
CDM project operation manual which |is
under preparation. Training and maintenance
provisions should be verified during the fifst
periodic verification.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developtrig
assessed.
A.4.1. Has the host country confirmed that the project /1/ | DR | The letter of approval from the DNA ofcar1 | OK
assists it in achieving sustainable development? 5, China has not been obtained. So this should
be clarified after getting the letter of approvyal
from the DNA of China.
A.4.2. Will the project create other environmental or | /1/ | DR |Yes. The project will increase the job OK
social benefits than GHG emission reductions? /4] opportunities for the local people apd
/5/ improve local life quality.

A.5. Small scale project activity

Tit is assessed whether the project qualifies aalssnale
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CDM project activity
A.5.1. Does the project qualify as a small scale CDM| /1/ | DR | Yes. The project qualifies as a renewaple OK
project activity as defined in paragraph 6 (c) of energy project with a maximum output
decision 17/CP.7 on the modalities and capacity equivalent up to 6.7MW, which
procedures for the CDM? does not exceed the limitation of 15MW
(category- Type | small scale CDM project
activity), and is grid connected as per the
requirement of AMS | D.
A.5.2. Is the small scale project activity not a debundled1; | DR | No. OK
component of a larger project activity? /4l | 1 | According to paragraph 2 of Appendix C fo

the Simplified Modalities and Procedures f
Small-Scale CDM project activities, a sma
scale project is considered a debund
component of a large project activity if the
is a registered small-scale activity or ¢
application to register another small-sca
activity:
» With the same project participants;
» In the same project category and
technology;
» Registered within the previous two
years; and
» Whose project boundary is within

or
|_
ed
re
an
\le

=

km of the Project boundary of th

D
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Interview ' '
proposed small scale activitgt the
closest point.
According to the description above, the
project is not a de-bundled component agf a
larger project as the participants of the
proposed project has not applied to register
another small scale CDM project activjty
within 1 km of the proposed project
boundary.
B. Project Baseline
The validation of the project baseline establisivegther the
selected baseline methodology is appropriate anetiér the
selected baseline represents a likely baselineas®n
B.1. Baseline Methodology
It is assessed whether the project applies an gpjate
baseline methodology.
B.1.1. Does the project apply an approved methodoldgy1/ | DR | Yes. The project applies AMS I.D. of versign OK
' ?
and the correct version thereof” /8/ 12, 10 August 2007.
B.1.2. Are the applicability criteria in the baseline /1/ | DR | Yes. The applicability criteria of AMS ID is OK
methodology all fulfilled? /8/ satisfied as the project activity is a gfid
connected renewable energy generation

power plant with an installed capacity of 6.7

*MoV = Means of Verification, DR= Document Reviews Interview
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Interview '
MW (less than 15 MW as stipulated in AMS
ID).
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vakdatith
focus on whether the baseline is a likely scenaa),
whether the methodology to define the baselineasten
has been followed in a complete and transparentn@an
B.2.1. What is the baseline scenario? /1/ | DR | The baseline scenario in the absence of OK
proposed project activity is the supply of an
equivalent amount of annual power output|by
China Southern Power Grid to which the
proposed project is connected.
B.2.2. What_ other alternatlv_e scenarios have beer_1 /1/ DR According to AMS-L.D (Version 2), this is OK
considered and why is the selected scenario the,; 5, .
most likely one? not required.
B.2.3. Has the baseline scenario been determined /1/ | DR | Yes, the baseline scenario is determined OK
according to the methodology? according to AMS-1.D (Version 12).
B.2.4. Has the baseline scenario been determined using1/ | DR | Yes. OK
conservative assumptions where possible?
B.2.5. Does the baseline scenario sufficiently take into /1/ | DR | Yes. All relevant national and sectoral OK
account relevant national and/or sectoral policies,

* MoV = Means of Verification, DR= Document Reviews Interview

CDM Validation 2008-0131, rev. 01

34




DET NORSKE VERITAS

VALIDATION REPORT

38
D

DNV
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revieu= | Ref. |MoV* COMMENTS (I;Dor r?f:tl gér:]acll
Interview '
macro-economic trends and political aspirations?15/ policies, regulations and department rules
and disciplines are considered such as|the
renewable energy law by central government.
B.2.6. Is the baseline scenario determination compatiplgl/ | DR | Yes, the baseline determination is compatjble OK
with the available data and are all literature and ;1 5, with the available data. The China Energy
sources clearly referenced? 13/ Statistical Yearbooks of the years 2002| to
2006 and China Electric Power Yearbooks of
the years 2002 to 2006 are used for |the
calculation of the baseline.
B.2.7. Have the major risks to the baseline been /1/ | DR | There are no significant risks to the baseline OK
identified? except for the enforcement of the Chinese
renewable law. However, as this law is bejng
implemented only now, i.e. after the entry
into force of decision 17.CP 7. It does not
need to be taken into account.
B.3. Additionality Determination
The assessment of additionality will be validatéith w
focus on whether the project itself is not a likedgeline
scenario.
B.3.1. Is the project additionality assessed accordingto/1/ | DR | The additionality of the project was assessed OK
the methodology? through investment barriers as following.
The project has an investment of USD 5.135
million and the project IRR works out to
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COMMENTS

Draft

Concl.

6.23% without considering the CD
revenues. It has also been demonstrated
the benchmark for small hydro power pla
in china according to Economic Evaluati
Code for Small Hydropower Projects issy
by the Ministry of Water Resourcg
(Document No. SL16-95). However, the IR
benchmark document described in PDD
“Interim Rules on Economic Assessment
China for Small Scale Hydropower Station
Construction (SL16-95)”. This needs
clarify.

It needs to be clarified what kind of IR
benchmark is used.

In sensitivity analysis, the value for ea
parameter which will make the IRR exce
the benchmark should be calculated and
the reason why it is unlike to happen.

The sensitivity analysis needs to include
fluctuation of annual electricity outputs a
electricity tariff.

Assess the sources of the input parameters

M
that
nts
on
ed
BS
R

is
of

to
R

ch
edt4

jive

the

Except for the data which sources are

not
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clear in mention in CL-4, the input
parameters used in the financial analysis|are

taken from the feasibility study report (FSR)

developed by Yunnan Design Institute

of

Water Conservancy & Hydro-Electric Power

in July 2006 and approved by t

Development & Reform Committee

he
Df

Baoshan City on Jan. 05, 2007 /4/. The input

parameters used in the financial analysis
thus be considered information provided
an independent and recognized.

Following needs to be clarified:

can
by

1) For cash flow in IRR spreadshegt,
recovery of residue value of the fixed assets

and recovery of fluid capital should
considered.

neCSk4

2) The VAT and income tax are from data in
2008, which is not reasonable. Explain why
not use the VAT and income tax in FSR. The

details and the type for tax should
clarified.

3) Some of data source should be state

be

d in

IRR spreadsheet, such as total investment,
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Interview
residual value fixed operational cost
variable operational costs, depreciation rate

etc.

4) The depreciation rate in IRR spreadsheet is

not the same as PDD.

5) In sensitivity analysis, the value for eg
parameter which will make the IRR exce

ch
ed

the benchmark should be calculated and give

the reason why it is unlike to happen.
Confirm that the values used in the PDD
arefully consistent with the FSR

To be confirmed by the response of CL-4

Assess the period of time between the
finalization of the FSR (or PDR) and the
investment decision
The project’'s starting date should
clarified, with relevant evidences provide
So DNV can not check whether the inj
values would have materially changed.

Cross-check the parameters used in the

be

UL

financial analysiswith the parameters used

*MoV = Means of Verification, DR= Document Reviews Interview
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by other similar projects

Due to lack of some basic value's source in

IRR calculation, DNV can not compare t

he

input parameters used in the finangial

analyses with the data reported for ot
similar proposed CDM projects in region.

Following needs to be clarified:

1) For cash flow in IRR spreadshe
recovery of residue value of the fixed ass
and recovery of fluid capital should
considered.

2) The VAT and income tax are from data|
2008, which is not reasonable. Explain w
not use the VAT and income tax in FSR. T
details and the type for tax should
clarified.

3) Some of data source should be state
IRR spreadsheet, such as total investm
residual value, fixed operational cog
variable operational costs, depreciation |
etc.

4) The depreciation rate in IRR spreadshe

her

et,
e
pe

in
hy
"he
be

d in
ent,
ts,

ate

pt is

*MoV = Means of Verification, DR= Document Reviews Interview

CDM Validation 2008-0131, rev. 01

39




DET NORSKE VERITAS

VALIDATION REPORT

38
D

DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document RevieW= | Ref. |MoV* COMMENTS Cgﬁcl C(')rr]]acl
Interview ' '
not the same as PDD.
5) In sensitivity analysis, the value for each
parameter which will make the IRR exceed
the benchmark should be calculated and give
the reason why it is unlike to happen.
B.3.2. Are all assumptions stated in a transparentand /1/ | DR | Same as above. clL-4 OK
conservative manner?
B.3.3. Is sufficient evidence provided to supportthe | /1/ | DR | Same as above. clL-4 OK
relevance of the arguments made? /4]
16/
B.3.4. If the starting date of the project activity isbef | /1/ | DR | The serious consideration of CDM bengfigar 2| OK
the date of validation, has sufficient evidence | 4, I needs to be clarified in the PDD, and
been provided that the incentive from the CDM 1/ relevant evidence should be provided. The
was seriously considered in the decision to 119/ relevant specific information in the

proceed with the project activity?

evidences should be described in the PDD.

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 oefault factors and value

*MoV = Means of Verification, DR= Document Reviews Interview
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Interview '
— where applicable — is justified.

B.4.1. Are the calculations documented according to thg1/ | DR | The project is a run-of-river type hydropoweigy g OK
approved methodology and in a complete and project. Thus, the project does not result in
transparent manner? project GHG emissions.

The power density needs to be provided wijth
evidence.
B.5. Calculation of GHG Emission Reductions — Baselin
emissions

It is assessed whether the baseline emissiongatexis

according to the methodology and whether the

argumentation for the choice of default factors aatues

— where applicable — is justified.

B.5.1. Are the calculations documented according to th1/ | DR | The project uses the ex-ante determination OK
approved methodology and in a complete and | ;14 approach to calculate the OM and BM. The
transparent manner? 112/ ex-ante determination of the combined

13/ margin is as per the ACM0002 methodology.
The OM was calculated as 1.0119t
1141 CO/MWh by simple OM method using the
117/ historic data for 2003-04 and 05 and the BM
118/ was calculated as 0.6748 t &€RWh. The
combined margin was calculated as 0.84335 t

CO/MWh by using 50:50 weight for ON
and BM.

/
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Interview ' '
The data source and calculation spreadshegf-6
for the emission factor of China Southern
Power Grid need to be provided
B.5.2. Have conservative assumptions been used whery1/ | DR | Same as above CcL-6 OK
calculating the baseline emissions? 11/
B.5.3. Are uncertainties in the baseline emission /1/ DR | No significant uncertainties need to |be OK
estimates properly addressed? addressed in the PDD.
B.6. Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors aatues
— where applicable — is justified.
B.6.1. Are the_ leakage calculations documented | /2/ | DR | According to Appendix B of small scgle OK
according to the approved methodology and in a CDM project activity modalities, leakage
complete and transparent manner? calculation is only needed if the renewable
energy technology equipment is transferred
from another activity. There is no equipment
transferring from another activity and

*MoV = Means of Verification, DR= Document Reviews Interview
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Interview '
therefore no leakage.
B.7. Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
B.7.1. Are the emission reductions real, measurable angh; | pr | Yes. The emission reductions are real, OK
give long-term benefits related to the mitigation | measurable and give long term benefits.
of climate change.
B.8. Monitoring Methodology
It is assessed whether the project applies an gpjate
monitoring methodology.
B.8.1. Is the monitoring plan documented according to /1/ | DR | Yes. The documented monitoring plan is| in OK
the approved methodology and in a complete and line with the monitoring methodolody
transparent manner? described in AMS I.D.
B.8.2. Will all monitored data required for verification | /1/ | DR | In PDD, it only mentions that all the releva GL-13 | OK
and issuance be kept for two years after the end of data records will be kept for 2 years after the
the crediting period or the last issuance of CERs, it

for this project activity, whichever occurs later?

end of the crediting period. However,
should mention that all the relevant d

ata

records will be kept for 2 years after the end

of the crediting period or the last issuance
CERs, for the project activity, whichev

of
er
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Interview '
occurs later.
B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pdaa for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for the /1/ | DR | The project is stated to be a run-of-rivegt-5 | OK
collection and archiving of all relevant data small hydropower project.
necessary for estimation or measuring the The power density thus needs to |be
greenhouse gas emissions within the project determined ex-ante and to be provided with
boundary during the crediting period? evidence.
B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pde& for
reliable and complete baseline emission data awee.t
B.10.1Does the monitoring plan provide for the /2/ | DR | The baseline emission of the project activity OK
collection and archiving of all relevant data is calculated as the product of the net
necessary for determining baseline emissions electricity exported to the grid and the grid
during the crediting period? emission factor. The project uses the ex-ante
determination approach to calculate the grid
emission factor. Only net electricity supplied

to the grid will be monitored ex-post.
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Interview ' '
B.10.2Are the choices of baselin_e GHG indicators /1/ | DR | Yes, the net electricity supplied by project OK
reasonable and conservative? China Southern Power Grid is selected as
baseline GHG indicators, which is reasonable
and conservative.
B.10.3ls the measurement method clearly stated for eagty | DR | Yes, the net electricity delivered to thédgr OK
baseline indicator to be monitored and also will be monitored directly.
deemed appropriate?
B.10.4ls the measuremeatuipmentescribed and /1/ | DR | Yes, the net electricity supplied to the grid OK
deemed appropriate? | | will be monitored by electricity meter. The
data will be measured hourly and will pe
aggregated monthly..
B.10.5Is the measuremeatcuracyaddressed and /1/ | DR | The accuracy of electricity meter is accordjng OK
deemed appropriate? Are procedures in place|on to the national standard. And the procedures
how to deal with erroneous measurements? on how to deal with erroneous measurements
are clearly described.
B.10.6ls the measuremeirtterval for baseline data /1 | DR | The measurement interval for the electricity OK
identified and deemed appropriate? was hourly measurement and monthly
recording; this is appropriate.
B.10.71s the registrationmonitoring, measuremeand | /1/ | DR | The procedures for records handling |are OK
reporting procedure defined? identified in the monitoring plan.

* MoV = Means of Verification, DR= Document Reviews Interview
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B.10.8Are procedures identified fonaintenancef 11/ DR | The maintenance of monitoring equipmer@_k_; OK
monitoring equipment and installations? Are the and installations are according to the natignal
calibration intervals being observed? standard. The calibration intervals of the
electricity meters need to be provided.
B.10.9Are procedures identified for day-to-day records /1/ | DR | The procedures for records handling |are OK
handling (including what records to keep, stordge identified.
area of records and how to process performance
documentation)
B.11.Monitoring of Leakage
It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.
B.11.1Does the monitoring plan provide for the /2/ | DR | As per AMS I.D, there is no leakage from OK
collection and archiving of all relevant data this project.
necessary for determining leakage?
B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasagrable
and complete to monitor sustainable performance ove
time.
B.12.1ls the monitoring of sustainable development | /1/ | DR | No. The monitoring of sustainahble OK
indicators/ environmental impacts warranted by g, development indicators is not required by the
legislation in the host country?
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Interview '
DNA of China. The environmental impagts
are identified in the approved EIA.
B.12.2Does the monitoring plan provide for the /1 | DR | Neither AMS-1.D nor the DNA of China OK
collection and archiving of relevant data | requires collection and archiving of relevant
concerning environmental, social and economic data Concerning environmental, social and
impacts? economic impacts. However the
environmental impacts will be monitored py
local environmental authority.
B.12.3Are the sustainable development indicators in |ingl/ | DR | This will be verified through the letter pfcARL | OK
with stated national priorities in the Host /2] approval from the DNA of China, which has
Country? not been provided.
B.13.Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
B.13.1ls the authority and responsibility of overall /1/ | DR | Yes. The authority and responsibility of OK
project management clearly described? project management is described.
B.13.2Are procedures identified for training of /1/ | DR |Yes. Such information is identified |n oK
monitoring personnel? I monitoring p|an_
B.13.3Are procedures identified for emerger /1/ | DR | According to the actual status of the 0
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preparedness for cases where emergencies can hydropower project, no emergency situation
cause unintended emissions? which can cause unintended emissionsg i
expected from the project.
B.13.4Are procedures identified for review of reported /1/ | DR | Yes, procedures for review of reported OK
results/data? /15/ results/data have been identified in PDD.
B.13.5Are procedures identified for corrective actions iry1/ | DR | The procedures for corrective actions in orde®L-8 OK
order to provide for more accurate future to provide for more accurate future
monitoring and reporting? monitoring and reporting have not been
identified.
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéiseoproject are
clearly defined.
C.1.1. Are the project’s starting date and operational | 1/ | prR | The project's starting date should pesLg OK
lifetime clearly defined and evidenced? /4] | clarified, with relevant evidences provided.|
1oy The operational lifetime in PDD is differept
from 30 year described in the Feasibility
Study Report.
C.1.2.1s the start of the crediting period clearly define /1/ | DR | The start of the crediting period is 01 Jagl-10 | OK
and reasonable? 2008, which is not reasonable.
D. Environmental Impacts
Documentation on the analysis of the environmeniphcts will
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Interview '
be assessed, and if deemed significant, an ElIAdheuprovided
to the validator.
D.1.1. Does host country legislation require an analysis/1/ | DR | Yes. OK
of the environmental impacts of the project /5/
activity?
D.1.2. Does the project comply with environmental /1/ | DR | Yes. The EIA for the project was prepared Bt-11 | OK
legislation in the host country? /5/ Nov. 2006 and was approved by Baoshan
City Environment Protection Bureau on 14th
of Nov. 2006, which is not in line with the
description of “The EIA has been approved
by the TengChong County Environment
Protection Bureau on 24th of October 2006”
in page 24 in PDD.
D.1.3. Will the project create any adverse environmentaJ1/ | DR | No, The project will have no adverse impact OK
effects? /5/ | | to the local environment.
D.1.4. Have environmental impacts been identified and /1/ | DR | Yes. The environmental impacts are OK
addressed in the PDD? sufficiently described in PDD, which
includes air, water, eco-environment, sqlid

waste and noise.

E. Stakeholder Comments
The validator should ensure that stakeholder conisneave beer

invited with appropriate media and that due accduas beel

* MoV = Means of Verification, DR= Document Reviews Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Revieu= | Ref. |MoV* COMMENTS Cgﬁcl Cc')rr]]acl
Interview '
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? 11/ DR | The stakeholder consultation questionna reg—12 OK
I need to be provided for verification.
E.1.2. Have appropriate media been used to invite /1/ | DR | The survey was carried out on the local OK
comments by local stakeholders? | | stakeholders by distributing questionnaires to
invite comments.
E.1.3. If astakeh_olderconsultation process is required /1/ | DR | Yes. The stakeholder consultation process is OK
by regulations/laws in the host country, has the in accordance with Chinese EIA regulations.
stakeholder consultation process been carried|out The stakeholder consultation questionnajrés-12
in accordance with such regulations/laws? need to be provided for verification
E.1.4.1s a summary of the stakeholder comments /1/ | DR | Yes, a summary of the stakeholder comments OK
received provided? received is provided.
The stakeholder consultation questionnajrés=—%2
need to be provided for verification
E.1.5. Has due account been taken of any stakeholder /1/ | DR | Yes, due account has been taken of any OK
comments received? stakeholder comments received.
The stakeholder consultation questionnairgsst-32

need to be provided for verification

* MoV = Means of Verification, DR= Document Reviews Interview
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)
Checklist Question Ref. | MoV* Comments ICD(;enu;tl g(i)r;]a(l:ll
A.l. Letter of approval
A.1.1 Is the LoA received directly from the DNA through the 1 DR gﬂ?nfﬁzgfeae%pg%\{:“;%m the DNA of OK
project participant. 121 _ ' )
The LoA was received through the project
participant.
The letter of approval from the DNV of CARA
Switzerland has not been obtained.
A.2. Project design
A.2.1 Does the PDD describe the CDM project actiwviith all 11/ DR Yes, the project location, the technology of OK
relevant elements in a transparent and accurat@ way /4] the project, such as water turbines, the
/8/ transformer substation, the monitoring
/25 system are clearly described in the PDD and
in line with the approved FSR.
The system boundaries determination in line
with AMS-1.D version 13 and the delineaticn
of grid boundaries as provided by the DNA
of China.
A.2.2 Has the CDM project activity at the starttoé validation 11/ DR The project is a new built hydropower project OK
been constructed or does the CDM project activsy existing /4] in Yunnan province in China /4//25/. The
facilities or equipment? 19/ project construction permission was issuec
/25 on 1 February 2007 /19/, which was earlier

* MoV = Means of Verification, DR= Document Reviews Interview
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than the project PDD publish date of 30
November 2007.

A.2.3 Is the project a large scale project, a ss@le project
with average annual emission reductions above 03@tnes or
a bundled small scale project? Has on-site vignlEarried out?

11/

141

/5]
125/
143/
144/

DR

The project is a new built hydropower
project; the install capacity is 6.7 MW, lower

than 15 MW, so it is a small scale project.

According to paragraph 2 of Appendix C to
the Simplified Modalities and Procedures for
Small-Scale CDM project activities, the
project is not a de-bundled component of a
larger project as the participants of the
proposed project has not applied to register
another small scale CDM project activity
within 1 km of the proposed project

boundary.

This project is a new power plant.
Representatives of the project owner,
Tengchong County Qinghe Hydropower
Development Co., Ltd. and the project

consultant ASJA Enewables (China) Co. Lid.

were interviewed in DNV Beijing office on
28 January 2008 by Tang Zhiang, DNV, to
resolve the issues identified during the desk
review of the PDD. During the desk review,
the relevant documents including FSR /4/,
EIA /5/, and the water turbines purchase
contract /25/ were provided and assessed.
The information about this project was able

* MoV = Means of Verification, DR= Document Reviews Interview
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to be confirmed from these documents.
Through the documents which the project
participant provided, including PDD, FSR,
EIA and other relevant background
documents /1/-/37/, DNV can confirm the
project design, construction, operation and
monitoring plan and all baseline scenario
information. In addition, according to FSR/4/
and EIA /5/, no migration was involved in
this project/5/; 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 alteratioinexisting /1/ DR  No. project is a new build hydropower OK
installations? If so, have the differences betwaenproject and project.
post-project activity been clearly described in #igD?
A.3. Project emissions not addressed by the methodology
A.3.1 Does the methodology describe all projectssion source 1/ DR  Yes. The project is a new-built hydropowe OK
for the project activity that contributes all 1%tb& emission project. Project emission is regarded as zero
reductions? Sources that the methodology consiaers take as the project is a renewable energy.
into account are not relevant (e.g. cement anddomrsumption
for building hydropower plants).
A.4. Documentation of baseline emissions
A.4.1 Documentation of the baseline determination: 11/ DR Yes, all data in the PDD used to determine
a. All assumptions and data used by the projegs/ the baseline emissions are form the EIA,

* MoV = Means of Verification, DR= Document Reviews Interview
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participants are listed in the PDD and relatedb/ FSR, revised IPCC 2006, China Electric
document to be submitted for registration. Theg/ Power Yearbook, 2000~2006, China Energy
data are properly referenced. Statistical Yearbook, 2004~2006 and other

b. All documentation is relevant as well as correctly reference document.
guoted and interpreted. Yes, according to the reference list, all
c. Assumptions and data can be deemed reasonable documents of the baseline determination
d. Relevant national and/or sectoral policies and were correctly quoted and interpreted.
circumstances are considered and listed in the The EIA was approved by Baoshan City
PDD. Environment Protection Bureau dated 14
e. The methodology has been correctly applied to November 2006, and FSR was approved by

identify what would occurred in the absence of
the proposed CDM project activity

the Development and Reform Committee of
Baoshan City dated 5 January 2007, 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 a€conomic Evaluation Code for Small

Hydropower ProjectsDocument No. (SL 16-
95) are considered and listed in the PDD.
The baseline determination is in line with the
baseline methodology procedure in AMS-I.D
version 13.

A.5. Documentation of the calculations

A.5.1 Algorithms and/or formulae used to determengssion

11/

DR

Yes. The EIA was approved by Baoshan City

OK

* MoV = Means of Verification, DR= Document Reviews Interview
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reductions 14/ Environment Protection Bureau dated 14

« All assumptions and data used by the project ppatits /5/ November 2006, and FSR was approved by
are listed in the PDD and related document subdhftie  /8/ the Development and Reform Committee of
registration. The data are properly referenced Baoshan City dated 5 January 2007, and all

o : other document used to determine emission

* All documentation is correctly quoted and interpcet reductions can be verified. the data can be

* All values used can be deemed reasonable in thexdon deemed reasonable. The data are properly
of the project activity referenced.

* The methodology has been correctly applied to t¢atieu Yes, according to the reference list, all
the emission reductions and this can be replidayetie documents used to determine emission
data provided in the PDD and supporting files to be reductions were correctly quoted and
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 AMS-I.D version 13.
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 asseseemRal parameter, data management and QA/QC
extent can the emission reductions achieved bprhject be procedures, the monitoring plan deemed
monitored ex-post and verified later by a DOE? feasible, the emission reductions achieved by
the project can be monitored continuously
and completely.
DNV assessed it by checking the monitoring

* MoV = Means of Verification, DR= Document Reviews Interview
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plan and QA/QC procedures in the PDD.
DNV was able to confirm that the monitorin
plan, the data management and the QA/Q(
procedures have been properly defined. Tt
parameter needs to be monitored is the ne
electricity supplied to the grid by the projec
activity; 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.

ATy

A.7. CDM consideration prior to starting date

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

* MoV = Means of Verification, DR= Document Reviews Interview
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11/
141
119/
121/
124/
125/
126/
127/

DR

From the provided evidence /25/, purchase OK
contract for water turbines was signed on 14
January 2007, so the date was selected as the
start date of this project activity which is the
earliest date of purchase contract for water
turbines, construction permission dated 1
February 2007 /19/ and construction contract
dated 1 October 2007 /21/.

DNV was able to confirm that the incentive
from CDM was seriously considered in the
decision to implement the project activity.

The timeline of the project development is as
follows:

The project owner realized the poor financial
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* MoV = Means of Verification, DR= Document Reviews Interview
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indicators of the project when draft FSR was
finalized in 2006 /4/. As described in the
FSR, the IRR of total investment of the
project is only 8.57% without CERs
revenues. The project owner held the board
meeting on 5 Jan.2007 and decided to apply
for the project as CDM project due to the
high investment risk and the low IRR /20/.
The project owner signed Purchase contract
for water turbines with Chongging Water
Turbine Works Co., Ltd on 14 January 2007
/25/ and then got the construction Permission
in 1 February 2007 /19/. Consultancy
agreement was signed between Asja
Ambiente Italia S.p.A. and Kunming Huan
Ye Project Development Co., Ltd (agent of
Tengchong County Qinghe Hydropower
Development Co., Ltd.) on 16 February 2007
124/. Then ERPA was signed between Asja
Ambiente Italia S.p.A. and Tengchong
County Qinghe Hydropower Development
Co., Ltd. on 8 March 2007 /24/. LoA from
China DNA was obtained in December 2007
/2/. DNV performed follow-up interviews on
28 January 2008 /43//44/.

All the relevant documents have been
verified by DNV and it is in DNV’s opinion
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sufficiently demonstrated that the benefits of
the CDM were a decisive factor in the
decision to proceed with the project and that
continuous and real actions have been
undertaken to secure CDM status of the
project.

*MoV = Means of Verification, DR= Document Reviews Interview
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Table 3

Resolution of Corrective Action and Clarifcation Requests

this

Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
CAR 1 A.2.2. We already had the Chinese LoA whicl.oA from DNA of China has been
The letters of approval from the DNAs of A.2.3 was issued by NDRC in January 2008.provided/2/.
China and Italy have not been obtained yet.  A.4.1 The original buyer in PDD has changed he Asja Ambiente Italia S.p.A which
B.12.3 into "International Clean Fund Llc was buyer of CERs of this CDM
Lewes Mendrisio Branch” which meangroject, confirmed its voluntary conse
we will obtain the Swiss LoA instead ofto being removed from the project by
Italian LOA to complete the LoAs the claim in MoC /22/.
issued from PP’s Parties. The LoA from DNA of Switzerland
dated 31 August 2009 is provid&l.
This CAR is closed.
CAR 2 B.3.4 | Clarifications on serious considerationFrom the provided evidence2%/,
The serious consideration of CDM benefit of CDM benefits since the very first | Purchase contract for water turbines was
needs to be clarified in the PDD, and relevant beginning of the PA has been added inSigned on 14 January 2007, so the date
evidence should be provided. The relevant first part of section BS5. was selected as the start date of
specific information in the evidences should The project owner has realized the pqd?"0Ject activity which is the earliest ddte

be described in the PDD.

financial indicators of the project wher
draft FSR was finalized in 2006. As
described in the FSR, the IRR of total

investment of the project is only 8.57%
without CERSs revenues. Therefore, theP

project faced high investment risk.
Through serious consideration and

,0f purchase contract for water
turbines ,construction permission dated
1 February 200719/ and constructiomn
contract dated 1 October 2007 /21/.
NV was able to confirm that the
incentive from CDM was seriously
considered in the decision to implemgnt
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

discussion, the project owner held the
board meeting in Jan.2007 and decidg
to apply for the project as CDM projeq
due to the high investment risk and th
low IRR. Since then, the project owne
began to seek the CER buyer for the
project. Only after considering the
CDM revenue seriously, the project
owner signed Hydro Turbine and
Affiliated Equipments purchase contrg
in January, 2007 and then got the
Construction Permission in February,
2007. Afterwards, CDM consultancy
contract was signed in February, 2007
Then ERPA was signed in March, 20(
and Construction Contract was signeg
in October, 2007. Soon Loa of China
DNA was acquired in December, 200]
One month later, DOE performed
interviews on-site in January, 2008.

the project activity. The timeline of the
2ghroject development is as follows:
tThe project owner realized the poor
efinancial indicators of the project whe
rthe FSR was finalized in 2006 /4/. As

described in the FSR, the IRR of total

without CERs revenues. The project
owner held the board meeting on 5

1c1an.2007 and decided to apply for the
project as CDM project due to the hig
investment risk and the low IRR /20/.
The project owner signed Purchase

[ contract for water turbines with
Thongging Water Turbine Works Co.,

| Ltd on 14 January 2007 /25/ and then
got the construction Permission in 1

f February 2007 /19/. Consultancy
agreement was signed between Asja
Ambiente Italia S.p.A. and Kunming

(agent of Tengchong County Qinghe
Hydropower Development Co., Ltd.) g

investment of the project is only 8.57%

Huan Ye Project Development Co., Ltd

-

n

16 February 200723/ Then ERPA was
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

signed between Asja Ambiente Italia
S.p.A. and Tengchong County Qinghé
Hydropower Development Co., Ltd. o
8 March 2007 /24/. LoA from China
DNA was obtained in December 2007
/2/. DNV performed follow-up
interviews on 28 January 2008 /43//44
All the relevant documents have been
verified by DNV and it is in DNV’s
opinion sufficiently demonstrated that

D

the benefits of the CDM were a decisive

factor in the decision to proceed with
the project and that continuous and re
actions have been undertaken to sect
CDM status of the project.

CAR 2 is closed.

al
Ire

CL-1

It needs to be provided the evidence that
project uses state of the art technology or
technology would result in a significant
better performance than any commonly u

technologies in the host country.

the
the
ly
sed

A.3.2

After selecting both domestically and
internationally, the following
alternatives came out, such as HLAGY
HLAG671 HLA606, HLA576. Then the
further comparison among those
alternatives was carried out. Finally th
Xishanhe hydropower plant adopt the

HLAG671-WJ-95 water turbine which

Evidences have been provided.

This CL is closed.
6,
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

not only has the optimized function of
cavitations erosion prevention to mee
the particular duration requirements, k
also own the high efficiency and high
guality to meet the production
requirements , as well as the cost’s
advantage to meet the economic
requirements( FSR pagel-24

[
ut

CL-2

The document title for document numk
SL16-95 is not Interim Rules on Econon
Assessment of China for Small Sc
Hydropower Station Construction as refer
in the PDD. This needs to clarify.

It needs to be clarified what kind of IR
benchmark is used.

B.3.1

er
nic

ale
red

R

There is a mistake with the translation
for the title of document number SL16
95, which should be “Economic
Evaluation Code for Small Hydropowe
Projects” issued by Ministry of Water
Resources.

We already made the amendment
accordingly in section B5 of PDD
And it is regarded as the final source {
IRR benchmark value adopted

-revised.

This CL is closed.
by

or

The evidence is verified and the PDD|i

CL-3

The sensitivity analysis needs to include
fluctuation of annual electricity outputs a
electricity tariff.

B.3.1

the
nd

The PDD and Financial Analysis have
been revised accordingly, please refe
the section B.5 of revised PDD and
updated Financial Analysis.

Tariff and annual electricity output are
r tocluded in sensitivity analysis.
Related evidences are provided and
verified.
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist

guestion in

table 2

As for tariff, when the tariff increases| This CL is closed.
by 10.95%, the IRR can reach the
benchmark of 10%. But due to the
instability and uncertainty of
hydropower, the Grid Company is
reluctant to purchase electricity from
hydropower generation. Moreover, the
Station is connected the Baoshan Gri
which leads to the on-grid tariff
relatively lower than other stations
connected the Southern Grid and on-
grid tariff in Baoshan City hasn’t been
adjusted for over ten years, And the
actual tariff in future may be lower than
it due to the increasing competition
from large power grid companies. For|
example, the on-grid tariff (including
VAT) is 0.155RMB/kWh for the Yunar
Weixi Gedeng Hydropower Project in
Yunan Province(ref.1775). The
expected on-grid tariff is
0.1382RMB/kWh(without VAT) for
Expansion Project of Sanjiangkou
Hydro-electric Power Station in the

=

CDM Validation 2008-0131, rev.01 63




DET NORSKE VERITAS

VALIDATION REPORT

DNV

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

reach of Supa River, Yunan provin
China (ref.2075). So small-scale
hydropower projects have obviously ir
inferior position in competition with
large-scale ones. These facts further
prove that the increase of more than
10% unlikely occurs on the project.
Therefore, it is unlikely that tariff will
be increased and as a result, it is not
possible to improve the economic
revenue through an increase in tariff.

As for annual electricity output, the
electricity must be increased by
10.95%, the IRR can reach the
benchmark of 10%. The annual
electricity was calculated by a qualifie
third unit and based on long series 0
hydrology data, the hydrological
condition and hydrological analysis
from the year 1953 to 2005. As if the
electricity of the project increases mol
than 10%, then it means that the site
experienced a great climate change,.
it is impossible for the electricity to

d

e
has
So
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
increase by 10.95%.

CL-4 B.3.1 The PDD has been revised in section| 1) Recovery of fixed assets and fluid
Following needs to be clarified: B.3.2 B.5. The clarifications requested have capital are included in IRR calculation.
1) For cash flow in IRR spreadsheet, recovery B.3.3 | Péen made as follows 2) The VAT and income tax are revised
of residue value of the fixed assets and 1) Recovery of residue value of the | to be consistent with those in FSR.
recovery of fluid capital should be considered. fixed assets and recovery of fluid capit@) |RR calculation is updated, the data
2) The VAT and income tax are from data| in has been considered in IRR spread | sources of the values are addressed.
2008, which is not reasonable. Explain why sheet. 4) The depreciation rate in IRR
not use the VAT and income tax in FSR. The 2 ) The income tax and VAT in PDD | calculation and PDD is updated to be
details and the type for tax should be clarified. has been revised according to FSR 3.3%, which is (_:(_)ﬂ_Slstent WIFh FSR.
3) Some of data source should be stated in instead of the data in 2008. (FSR page?) fOr the sensitivity analysis, the total
IRR spreadsheet, such as total investment, 1-35) Investment, annual O&M costs, annual
residual value, fixed operational costs, 3) The related data sources have beenEl€Ctricity output and on-grid tariff were
variable operational costs, depreciation rate stated in IRR spreadsheet. checked by calculating the variatipn
etc. 4) The depreciation rate in IRR necessary tq reach _the_ benchmark @and
4) The depreciation rate in IRR spreadsheet is spreadsheet has been revised to be sag]&%n S'nscussmg the likelihood for that|to
not the same as PDD. s PDD which is 3.3% pen. _
5) In sensitivity analysis, the value for each i ; For a 11.9% decrease in , tofal
parameter which will méke the IRR exceed ®) In sensitivity ana!yS|s,_the value for investments, the benchmgrk .W'” De
the benchmark should be calculated and give each parameter which will make the rea_lch_e_d. However,_ considering the
the reason whyv it is unlike to haooen IRR exceed the benchmark have beefireliability of the estimate of the FSR,

why ppen. calculated and given the reason why itthe material cost for production was
6) The difference between the electrigity is unlike to happen both in revised increasing from 1998 to 2007 /28/, the
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
generated by the project and the electricity Financial Analysis and in revised PDD total investment is unlikely to decrea

supplied to the grid should be justified.

Section 5.

6) According to FSR, annual electricity For a 51.5% decrease of annual O&

generation is 4167 MWh, the coefficig
of effective electricity is 0.8, auxiliary

power consumption is 0.4% and the lihnRenewable Energy Ration Station, {

losses is zero.

The annual power supplied to the grid
of 33202 MWh is calculated based on
coefficient of effective electricity (0.8),

auxiliary power consumption(0.4%) andror

the line losses(zero);

Annual power supplied to the grid
(Esupl) was calculated based on the
equation as following:

The annual power supplied to the grid
the annual electricity
generation*coefficient of effective
electricity *(1- auxiliary power
consumption) *(1- the line losses)
The calculation values come from FS}

that much.

rgosts, the benchmark will be reach
According to the statistics of Chir

management and labor costs
hydropower stations rose by 8%
2008 compared to 2007 /36/. so f{
annual O& M cost decreased by 51.1
is unlikely.
a 10.95% increase in annl
electricity output, the benchmark will &
reached. However, the annual electrig
output was calculated by a qualifi
third unit and based on the hydrologi
condition and hydrological analys
from the year 1953 to 2005 /4/. As if t
electricity of the project increases
10.95%, then it means that the site
experienced a great climate change.
it is unlikely for the annual electricit
output increases by 10.95%.
RFor a 10.95% increase in on-grid tarifi

Se

‘M
ed.
a

he
of
in

he
5%

hal
e
ity
ed
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has
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

which was completed by the Institu
based on the “the Economic
Evaluation Code for Small
Hydropower Projects(SL16-95)".
Therefore, the annual power suppli
to the grid employed in the IRR
calculation is reasonable.

In Section 3.2.1,3.2.2 of SL 16-95, an
stated that the power supply to the
grid by a project is calculated as th
annual electrcity generation *
coefficient of effective electricity
*(1- auxiliary power consumption)
*(1- the line losses). The annual
electrcity generation * coefficient of
effective electricity is the effective
electricity generation (which are
based on among others the load
factor, electricity balance of the loc
grid, and frequency of equipments
overhaul and damages.) Section 3.
of SL 16-95 further specifically
states that for simplification purpos
the coefficient of effective electricity

tehe benchmark will be reached.
However, due to the instability and
uncertainty of hydropower, the Grid
Company is reluctant to purchase
edlectricity from hydropower generatiof
Moreover, the project is connected thg

dtariff relatively lower than other statior

eon-grid tariff in Baoshan City hasn’t
been adjusted for over ten years /30/.
Therefore the on-grid tariff is unlikely
to increase that much.
6)
FSR was verified to confirm that the
annual electricity generated by the
project is calculated based on the
hydrological data of the river from 195
ato 2005/4/.
The project is a run-of-river
Jdhydropower station without regulation
capacity and the grid will only take pa
eof electricity generated in rainy seaso
/4/, therefore the choice of 0.8 as the

Baoshan Grid which leads to the on-gr

N.

D

d
S

connected to the Southern Grid /29/ and

3
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

can be chosen from the Table 3.4 i
the SL 16-95 document.

Table 3.4 The coefficient of effective
electrcity for different type of
hydropower stations:

Type of hydropower stations The
coefficient of
effective
electrcity

1.Grid connected, annual/multi-| 0.95-1.00

year regulating hydropower

stations

2.Grid connected, seasonal 0.90-0.95

regulating hydripower stations

3.Grid connected,

monthly/weekly/daily no

regulating (run-of-river)

regulating hydropower stations | 0.80-0.90

The grid will take all elelectrcity

generated in rainy season and | 0.70-0.80

night

The grid will only take part of

electrcity generated in rainy

season and night

4. Not connected to the grid, 0.60-070

Daily/No regulating capacity

ncoefficient of effective electricity is
appropriate according to SL 16/8b
the choice of 0.4% as the auxiliary
power consumption is appropriate
according to “Hydroenergy Design
Code for Small Hydropower
Projects(SL76-94)” published by the
Ministry of Water Resources of the
People’s Republic of Chind0/.
Furthermore, the statement of the
amount of supplied electricity to the
grid issued by Yunnan Baoshan Elect
Company was verified to confirm that
the amount of the power supplied to t
grid by the project was 31981 MWh
from May, 2008 to April, 2009, which
is less than 33 202 MWH6/.

This CL is closed.

ric
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

a) For annual electricity
generation(4167):

The data was based on 53 years(1953 to

2005) hydrological data of the river

Hence, it is impossible to change the

annual power supplied to the grid
greatly.

b) For coefficient of effective
electricity(0.8):

The installed capacity of the project is
6.7MW and the project is a run-of-
river hydropower station without
regulation capacity. Moreover, the
project is the case that the grid will
only take part of electrcity generate
in rainy season according to FSR
(the page 16).

In additional, the amount of the power
supplied to the grid by the project is
only 31981 MWh from May,2008 to
April,2009. The data is less than 3320
MWh.

As soon as receipt of the power grid’s
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

advice, the project owner will redug
a voltage( Log can be submitted.)

In accordance with the Table 3.4 in the

SL16-95 as listed, the coefficient of
effective electrcity should choose
0.7-0.8. However, the much more
conservatve coefficient 0.8 was
selected for this project.

c) For auxiliary power
consumption(0.4%):

Based on “Hydroenergy Design Code
for Small Hydropower
Projects(SL76-94)” published by th
Ministry of Water Resources of the
People’s Republic of China. Sectio
4.7 of SL76-94 states that for small
scale hydropower, auxiliary power
consumption of 0.5%-1.0% is
reasonable. Therefore, auxiliary
power consumption of 0.4% is
conservative value.

d) For line losses(zero)

The line losses of zero was omited by

e

the certified Insistute. The Design
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
Insistute has chosen to employ the value
zero as the line losses. This is a
conservative choice as zero line lossgs
leads to higher power supply and
therefore an overestmation of the IRR
compared to employing a higher values
as line losses
CL-5 B.4.1 | We added the power density in PDD | The FSR was verified to confirm that
The power density thus needs to |be B.91 which is 980.822W/t2n(refer to section | the power density of the project is

determined ex-ante and to be provided with

evidence

A.2, Page 2) , and which is written in
page 2 of FSR.

980.822 W/rfV4/.
This CL is closed.

CL-6

B.5.1

The data source and calculation spreadsheet B.10.1

for the emission factor of China Southern
Power Grid need to be provided.

The calculation spreadsheet is in Ann
3 of PDD. As to the data source, pls
refer to China Energy Statistical

Yearbook (2004-2006), China Electrig

Power Yearbook( 2002-2006) ,2006

IPCC Guidelines for National
Greenhouse Gas Inventories

eXhe data sources were addressed. TH
calculation of emission factor has bee
verified and cross-checked with the
emission factor published by NDRC
/14/.

This CL is closed.

CL-7
The calibration intervals of the electrici
meters needs to be provided.

B.10.8
ty

The elctricity meters will be calibrate

The electricity meters will be calibrate

annually by the qualified metric

organization according to relevangrganization as stated in monitoring

Alannually by the qualified metrical
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2

national electricity ~ measuremenplan.
standards and will be provided as thgnis CL is closed.
Project Activity will start operations.

CL-8 B.13.5 The following corrective actions will beMonitoring plan was revised and CDM
The procedures for corrective actions in order taken by the project owner Whe@uidebook for monitoring was provide
to provide for more accurate future erroneous measurements and deviat|qRg/ to address the procedures for
monitoring and reporting have not been occur: corrective actions.

identified. a. Actions to correct deviations from thenis CL is closed.

monitoring plan and guidebook for the
hydropower plant operation and
monitoring will be implemented as
these deviations are observed by [the
operator;
b. The project owner will perfect the
whole  monitoring  procedure hy
developing the CDM guidebook:
tracking information from the primany
source to the end data calculations| in
paper document format.
c. Corrective actions are also set dow
in case of equipment or systems
malfunction.

o

>

CL-9 C.1.1 According to the Hydro Turbine According to EB 33arg 76, the
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist

guestion in

table 2
The project’s starting date should be clarified, Affiliated Equipments purchasestarting date of a CDM project activi
with relevant evidences provided.. contract of the project, the project'ss 14 January 2007, the earliest date of
The operational lifetime in PDD is different starting date is Jan.14, 2007. Sectigrurchase contract for water turbines

from 30 year described in the Feasibility

Study Report.

C.1.1 in PDD has been updat
accordingly.
The PDD, has been updated and
operational lifetime is 30 years as frg
FSR, The PDD has been revised
section C.1.2

construction permission /19/

imhis CL is closed.

efP5/, construction contract /21/ a

nd

theSR was verifed to confirm that the
noperational lifetime is 30 years /4/.

CL-10 C.1.2 According to the development of The starting date of the crediting period
The start of the crediting period is 01 Jan. validation process, the reasonable starts updated to be 1 April 2010 or the
2008, which is not reasonable. of crediting period has been revised toregistration date whichever is later.

1 September 2009 or the registration| This CL is closed.

date whichever is later in PDD.
CL-11 D.1.2 There is a mistake with the descriptionhe evidence was verified /5/.

The EIA for the project was prepared in N

DV.

2006 and was approved by Baoshan City

Environment Protection Bureau on M4f

Nov. 2006, which is not in line with the

description of “The EIA has been approved

by the TengChong County Environme

nt

Protection Bureau on 24th of October 2006"

in page 24 in PDD.

in PDD about the EIA approved lettg
we clarified that the EIA was approve
by Baoshan City Environmer
Protection Bureau on 14th Nov. 20
and made the related correction
section D.1 of PDD.

*This CL is closed.

D
o

nt
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in
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist

guestion in

table 2
CL-12 E.1.1 15 consultation questionnaires as 15 copies of questionnaires have bee
The stakeholder consultation questionnajres £ 3 | described in PDD were provided for | provided for verifying /37/, and the
need to be provided for verification. E14 | Verifying. conclusion is consistent with that in

E.15 PD.D' .
This CL is closed.

CL-13 B.8.2 We have amended the PDD mention|igk .
In PDD,it only mentions that all the relevant that all the relevant data records will b?his CL is closed.
data records will be kept for 2 years after the kept for 2 years after the end of the
end of the crediting period. However, | it crediting period or the last issuance| of
should mention that all the relevant data CERs for the project activity,
records will be kept for 2 years after the end whichever occurs later.
of the crediting period or the last issuance of
CERs, for the project activity, whichever

occurs later.
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DRV

CERTIFICATE OFCOMPETENCE

Nan Donald Dong

Qualification in accordance

with DNV's Qualificati®echeme CDM/JI (ICP-8-1-CDMJI-i1)

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

Havik, 8 September 2009

Michae! (thns- -

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

zhi Ang (Walter) Tang

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

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

Landfill gas
Hydro power Jan 2009

Renewables Wind power Jan 2009 Apr 2009  Apr 2009
Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Havik, 3 April 2009

M[hdé/ Q/,hak .

Michael Lehmann
Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Weidong Yang

Qualification in accordance with DNV's Qualificatiécheme CDM/JI (ICP-8-1-CDMJI-il1)

GHG Auditor: | Yes

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

Landfill gas

Hydro power
Renewables Wind power Jan 2009  Jan 2009

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 9 January 2009

M[hdé/ Q/,hak .

Michael Lehmann
Technical Director, Climate Change Services

CDM Validation 2008-0131, rev. 01 78



38

DRV

CERTIFICATE OFCOMPETENCE

Miguel Rescalvo

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

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

Hovik, 9 January 2009

M[hdé/ Q/,hak .

Michael Lehmann
Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Kumaraswamy Chandrashekara

Qualification in accordance with DNV's Qualificatiiécheme CDM/JI (ICP-8-1-CDMJI-il1)

GHG Auditor: yes
Technical Area CDM CDM Sector Methodology Technical
Validator  Verifier Expert Expert Reviewer
Landfill gas Jan 2009  Jan 2009 Jan 2009 Jan 2009
Hydro power Jan 2009  Jan 2009
Renewables Wind power Jan 2009  Jan 2009 Jan 2009
Other renewable Jan 2009  Jan 2009
Biomass Jan 2009  Jan 2009 Jan 2009
Grid connection of isolated system| Jan 2009  Jan 2009 Jan 2009 Jan 2009
Cement Jan 2009  Jan 2009 Jan 2009
Waste-heat / waste-gas recovery | Jan 2009  Jan 2009  Jan 2009 Jan 2009
Efficiency of thermal power plants | Jan 2009  Jan 2009 Jan 2009
Coal mine methane Jan 2009  Jan 2009 Jan 2009 Jan 2009
Fuel switch Jan 2009  Jan 2009 Jan 2009
Manure management Jan 2009  Jan 2009 Jan 2009
Waste / wastewater treatment Jan 2009  Jan 2009 Jan 2009 Jan 2009
Energy efficiency Jan 2009 Jan 2009  Jan 2009 Jan 2009
N,O Jan 2009  Jan 2009 Jan 2009
HFCs Jan 2009 Jan 2009  Jan 2009 Jan 2009
Flare reduction Jan 2009  Jan 2009 Jan 2009
PFCs Jan 2009  Jan 2009 Jan 2009 Jan 2009
Charcoal Jan 2009 Jan 2009  Jan 2009 Jan 2009
CO, recovery Jan 2009 Jan 2009 Jan 2009 Jan 2009 Jan 2009
Transport Jan 2009  Jan 2009 Jan 2009
Non-renewable biomass Jan 2009  Jan 2009 Jan 2009
Biofuel Jan 2009  Jan 2009 Jan 2009 Jan 2009
Pipeline leakage reduction Jan 2009  Jan 2009 Jan 2009
Sk Jan 2009  Jan 2009 Jan 2009 Jan 2009

Hovik, 9 January 2009

/‘{/Zhad (ohie- -

Michael Lehmann

Technical Director, Climate Change Services
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