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COse Carbon dioxide equivalent
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MP Monitoring Plan
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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Captive power
generation through waste heat recovery systemsteal plant in Jinan City, China” project.

The validation was performed on the basis of UNFGgi@ria for the Clean Development
Mechanism and host Party criteria, as well as cigegiven to provide for consistent project
operations, monitoring and reporting.

The validation consisted of the following three $¢® i) a desk review of the project design,
baseline and monitoring plan (November 2006), ojlow-up interviews with project
stakeholders (November 2006) and iii) the resofutwd outstanding issues and the issuance
of the final validation report and opinion in Mar@®08.

The host Party is China and the Annex | Party igala Both countries fulfil the participation
criteria and have approved the project and authedizhe project participants. The DNA of
China confirmed that the project assists in achig\sustainable development.

The validation did not reveal any information thadlicates that the project can be seen as a
diversion of official development assistance (ORing towards China

The project consists of the installation of wastatirecovery and power generation measures
(coke dry quenching system: CDQ) at the existinkeamanufacturing facility of the Jinan
Iron and Steel Group Corporation steel plant inalinCity. The power to be generated by the
project activity displaces the part of the poweingeused by the steel plant and supplied from
the North China Power Grid. The baseline emissiares the amount of COdue to fossil
power plants supplying power to the North China Po@rid.

The project correctly applies the approved baselnd monitoring methodology ACM0004
version 02. The determination of the baseline iB @laborated, transparent and sufficiently

supported with facts. The selected baseline scepae. the continuation of the current

situation, where there will be no installation oDQ is reasonable for the fixed 10 year
crediting period. Moreover, the technical barrieasalysis and common practice analysis of
CDQs installed in China demonstrate that projechdg a likely baseline scenario. Emission
reductions attributable to the project are hencealifidnal to any that would occur in the

absence of the project activity.

The monitoring plan is in line with the approvednitoring methodology ACM0004 version
02. The monitoring plan makes sufficient providi@nmonitoring relevant baseline emission
indicators. Detailed responsibilities and authaegifor project management, monitoring and
reporting and QA/QC procedures have also been ageid.

The ex-ante GHG emission estimations are calculatedi documented in a complete and
transparent manner. The algorithm and methodolodgisaccounting GHG emissions are
appropriate and the total emission reductions frtra project are estimated to be on the
average 167 055 tC@ per year over the selected 10 year creditingqueri

The project is not expected to create any advemse@amental impacts. The Environmental
Impact Assessment Report regarding the project he@én submitted to the local
environmental authority and it was approved on I&dber 2004.

CDM Validation — Report No. 2007-9109, rev 01 5
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In summary, it is DNV’s opinion that the “Captiv@wer generation through waste heat
recovery system in a steel plant in Jinan City, f@hiproject, as described in the PDD
version 4 dated 3 March 2008, meets all relevanFGRC requirements for the CDM and
all relevant host Party criteria and correctly ajgd the baseline and monitoring
methodology ACMO0004 version 2. DNV thus requessréygistration of the project as a
CDM project activity.

2 INTRODUCTION

Nippon Steel Corporation (NSC) has commissioned Betske Veritas Certification AS
(DNV) to perform a validation of the “Captive powgeneration through waste heat recovery
system in a steel plant in Jinan City, China” pcojéhereafter called “the project”). This
report summarises the findings of the validationtted project, performed on the basis of
UNFCCC criteria for the CDM, as well as criteriavg to provide for consistent project
operations, monitoring and reporting. UNFCCC ci@terefer to Article 12 of the Kyoto
Protocol, the CDM modalities and procedures, ared ghbsequent decisions by the CDM
Executive Board.

2.1 Objective

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

2.2 Scope

The validation scope is defined as an independeamiobjective 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 aseapie the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACM0004. The validation tehas, based on the recommendations
in the Validation and Verification Manual, employadisk-based approach, focusing on the
identification of significant risks for project ifgmentation and the generation of CERs.

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

CDM Validation — Report No. 2007-9109, rev 01 6



DET NORSKE VERITAS

VALIDATION REPORT

DNV

3 METHODOLOGY

The validation consisted of the following three pést

I a desk review of the project design documents

Il follow-up interviews with project stakeholders

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

The following sections outline each step in moreaile

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

/1/ Nippon Steel Corporation, CDM-PDD of “Captive powgeneration through waste
heat recovery system in a steel plant in Jinamp&hWNersion 1, 9 November 2006.

12/ Nippon Steel Corporation, CDM-PDD of “Captive powgeneration through waste
heat recovery system in a steel plant in Jinanpn&hMersion 4, 6 February 2008.

13/ International Emission Trading Association (l51& the World Bank’s Prototype
Carbon Fund (PCF)/alidation and Verification Manual
http://www.ieta.org/ieta/www/pages/index.php?ldBage=200

14/ National Develop and Reform Commission of the Pe’lsgRepublic of China, Letter of
approval on CDM, 26 August 2007.

5/ The Liaison Committee for the Utilization oftiKyoto Mechanisms (Japan), Letter of
approval on CDM, 9 February 2007.

16/ ACMO0004 version 02, "Consolidated baseline mdtiiogy for waste gas and/or heat
and/or pressure for power generation”.

17/ ACMO0002, version 06, “Consolidated baselinehoéblogy for grid connected
electricity generation from renewable sources”.

/8/ Tool for demonstration and assessment of additign@/ersion 03).
19/ Jinan City Environmental Authority, Letter of appab on EIA, 18 October 2004.
/10/ JIGANG, the list of participants of stakeholder rieg

/11/ The Editorial Board of China Steel Year Book of @hiSteel and Iron Association,
China Steel Year Book 2005, December 2005.

/12/ Nippon Steel Corporation, Recently installed CDimna, September 2005.
/13/ Shougang Design Institute / Nippon Steel CorporatiBeijing China-Japan Joint

Environmental engineering Co., Ltd., Constructiogslgn Contract of Jinan XinYing
Coking Co., Ltd. 150 t/h CDQ, 3 March 2005.

/14/ JIGANG, the minutes of formal proceeding for 130@DQ construction, 26 August
2004.

/15/ The State Council office’s directive on prohibitiognstruction of coal-fired plants
with installed capacity of less than 135 MW, 2002.

CDM Validation — Report No. 2007-9109, rev 01 7
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/16/ National Development and Reform Commission, Devalept Policy of Steel Industry,
8 July 2005.

/17/ Nippon Steel Corporation & Nippon Steel Enginee@wporation & JIGANG,
Engineering Provision Agreement, 11 May 2005

/18/ JIGANG, Investment Plan Year 2005, 31 December Z86Bievement)

3.2 Follow-up Interviews with Project Stakeholders

Date Name Organization Topic

/19/ 2006-11-16 Naohito Soma  Nippon Steel » CDQ technology
Engineering » Common technology in Chinese
Co., Ltd. coke industry
» Government initiative on CDQ
» Monitoring plan and
management system
» Investment policy
» Stakeholder consultation

/20/ 2006-11-16 Tatsushi Henmi Pacific same as above
Consultants
Co., Ltd.
/21/  2006-11-16 Chen Qixiang  Jinan Iron & > Environmental improvement
Steel Co., Ltd. » EIA approval status
» Investment policy
» Stakeholder consultation

3.3 Resolution of Outstanding Issues

The objective of this phase of the validation wasrdsolve any outstanding issues which
needed be clarified prior to DNV’s positive conétus on the project design. In order to
ensure transparency a validation protocol was auised for the project. The protocol shows
in transparent manner criteria (requirements), meafnverification 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 andaseltr of the validation.

The validation protocol consists of two tables. Tdi#erent columns in these tables are
described in the figure below. The completed vdidta protocol for the “Captive power

generation through waste heat recovery systenstad plant in Jinan City, China” project is
enclosed in Appendix A to this report.

CDM Validation — Report No. 2007-9109, rev 01 8
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Findings established during the validation canegitbe seen as a non-fulfilment of CDM
criteria or where a risk to the fulfilment of 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 atmg®ms a CDM project or that
emission reductions will not be certified.

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

3.4 Internal Quality Control

The draft validation report including the initiabldation findings underwent a technical
review before being submitted to the project papéints. The final validation report
underwent another technical review before requgstgistration of the project activity. The
technical reviews were performed by a technicalienger qualified in accordance with
DNV’s qualification scheme for CDM validation andrification.

3.5 Validation Team

Role/Qualification Last Name First Name Country
Team Leader/CDM Validator Sekine Akira Japan
CDM Validator Yue Mindy China
Sector Expert Lehmann Michael Norway
Technical Reviewer Brinks Hendrik Norway

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

CDM Validation — Report No. 2007-9109, rev 01 9
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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 the This is either acceptable based on evidence pravioK), a
Corrective Action Request (CAR) of risk or non-compliance
with stated requirements or a request @arification (CL)
where further clarifications are needed.

legislation or
agreement where the
requirement is found.

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¢ Reference to the
draft Validation are either

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

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

section.

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

Conclusion”.

Figure 1: Validation protocol tables

CDM Validation — Report No. 2007-9109, rev 01
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4 VALIDATION FINDINGS

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

4.1 Participation Requirements

The project participant of the non-Annex | Partypple’s Republic of China is Jinan Iron and
Steel Group Corporation (JIGANG). The Governmentthed Peoples’ Republic of China
ratified the Kyoto Protocol on 30 August 2002 arekignated National Development and
Reform Commission (NCRC) as the DNA. The projed rexeived the approval of the DNA
of China on 26 August 2007.

The project participant of the Annex | Party JaganNippon Steel Corporation. The
Government of Japan ratified the Kyoto ProtocoModune 2002 and designated the Liaison
Committee for Utilisation of the Kyoto Mechanismthse DNA. The project has received the
approval of the DNA of Japan on 9 February 2007.

The project does not involve any public funding ahe validation did not reveal any
information indicating that the project can be s@sna diversion of official development
assistance (ODA) funding towards China.

4.2 Project Design

Nippon Steel Corporation (NSC) is the largest steahufacture in Japan having eight large
scale iron/steel plants with high energy efficiedigy means of several kinds of waste heat
recovery system, i.e. coke dry quenching. Jinan &od Steel Group Corporation (JIGANG)

is a major steel manufacturer located in Jinan,C3tyangdong Province, People’s Republic
of China.

Through a coke manufacturing process, red-hot cbleproximately 1000 coming out of

coke oven is quenched by conventional water spgayithe coke dry quenching system
(CDQ) was developed aiming to recover waste heahgluhe quenching process by means
of using inert gas (nitrogen) as a cooling medid @ased to generate steam in a boiler instead
of applying a water quenching system (wet quenghing

JIGANG had installed the first set of two CDQ at.Noto 4 coke ovens introducing other
foreign technology in 1999. However, it had facedlfomctions due to its improper
installation. JIGANG thus rebuilt most of the CDQu@gment. However, the facility had
worked at only less than 70% of the specified caypac

The proposed CDM project activity will recover wasteat from red-hot coke produced from
No. 6 and No. 7 coke ovens and utilize the heatfectricity generation. The operation of
this CDQ was expected to commence by the end ¢6f.200

The steam turbine generator has a generation ¢pud@5 MW and is expected to generate
176 778 MWh annually. The electricity will be suigpl to the project participant’s premise to
displace the power supplied from the North Chinav@oGrid (NCPG). In determining the
net quantity of electricity supplied to the gridet project participants considered the
electricity required for the waste heat recoverd ateam generation, i.e. blower of CDQ,
boiler feed water plant and tail gas treatment. unit

CDM Validation — Report No. 2007-9109, rev 01 11
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No. 6 and 7 coke ovens are located few kilometr@® fNo. 1 to 4 coke ovens and they have
been operated independently. Hence, the CDQs inguited by the project activity are not
affecting the operation of the CDQs installed i®99

The project is expected to contribute to sustamabtevelopment of P.R. China by
improvement of the environment through reductiondast and S© emissions and water
consumption caused by the coke manufacturing psoddse proposed project activity is also
expected to provide ten times more employment dppdies than the conventional wet
quench system. The contribution to sustainabilisvedlopment of the host Party was
confirmed through the issuance of approval by theADf P.R. China.

An operational lifetime of the project is supposede 15 years and the project participants
have chosen a “fixed crediting period” of 10 years.

The starting date of the project activity definadhe PDD is of 3 March 2005 is the contract
date for the general design agreement.

The starting date of the crediting period is 1 JAG68 or the date of registration, whichever
the later.

4.3 Baseline Determination

The project applies the approved baseline methggo?dCM0004 version 02, “Consolidated
baseline methodology for waste gas and/or heabanuiéssure for power generation”. The
project meets the methodology’s applicability arde

a) The project activity generates electricity frovaste heat. The current practice is water
spraying of coke for cooling and this energy isreatly not utilized.

b) It displaces electricity generation with fogsiél in the electricity grid;

c) No fuel switch is done in the process, where Waste heat is produced, after the
implementation of the project activity

Baseline emissions consist of the £@missions from the fossil fuel fired power plants
connected to the North China Power Grid. The coetbimargin is used to determine the
baseline emission factor as described in ACM000Rior 06.

The possible alternate scenarios in the absentieeqfroposed project activity are compared
and discussed based on ACM0004 as follows:

» Option (a): The proposed project activity not unaleen as a CDM project activity;

» Option (b): Import of electricity from the grid;

» Option (c): Existing or new captive power genenation-site using fossil fuel or
renewable sources;

» Option (d): A mix of option (b) and (c)

» Option (e): Other use of the waste heat and waste g

» Option (f): The continuation of the current sitwati

Among the above six options option (a) was considéo be unavailable for technical reason
(refer to section 4.4). Option (c) and (d) usingsib fuel are not possible because of
regulatory restrictions on fossil fuel power plarislow 135 MW /15/. Besides, the

prohibitive regulation on fossil fuel based geniergt renewable energy sources, e.g. hydro,
wind, are not available at the project location.ti@p (e) is not possible since no other

CDM Validation — Report No. 2007-9109, rev 01 12
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technologies are readily available than the prdecttilize the heat. Option (f) is excluded as
it is already included in Option (b). Option (b)tie current practice and selected as the most
likely scenario.

The system boundaries are summarised presentetasst

GHGs involved | Description

Baseline emissions GO Emissions from producing an equivalent
amount of electricity by power plants
connected to the North China Power Grd

Project emissions None No fossil fuel combustion

Leakage None No leakage needs be considered

4.4 Additionality

The additionality of the project has been demotetrausing the latest “Tool for the
demonstration and assessment of additionality iwei&3)”.

Step 1 - Identification of alternatives to the pj activity consist with current laws and
regulations

Among the aforementioned six scenarios, all optiother than option (c) and (d) are in line
with the current Chinese regulations. However, gajl (f) are not considered realistic
alternatives for reasons mentioned in Section Altérnative (a) and (b) were considered as
below.

Step 2 - Investment analysis

This step was not selected.

Step 3 — Barrier analysis

Investment barriers and the technical barriers leen used to demonstrate additionality.
Investment barrier

JIGANG is currently operating a wet coke quenchprgcess at its coke manufacturing
process, and this meets the environmental and timalussquirement of P.R. China. On the
other hand, the iron/steel industry has to expdsdcapacity corresponding to the rapid
demand growth in China. Due to the above reas@nstibel/coke manufacturing companies
prioritize investments aiming for capacity expansiénd not for waste heat recovery. In
addition JIGANG installed a different type of CDgsgem in 1999, but this CDQ system. did
not function according to the specified performand&ée management of JIGANG is

therefore more reluctant to invest in CDQ due topkrceived risks involved.

The continuation of the current situation doesfaoé a similar barrier.

The above investment barrier will be alleviated Nyppon Steel Corporation having

committed to procure all CERSs to be generated byptiject activity.

Technological barrier

Although CDQ systems are implemented in some cdketp in China, those CDQ systems
are implemented with the government initiativeriaduce state of the art technology in the
Chinese steel/coke industry. Also the CDQs ingdalié JIGANG in 1999 were a part of

national energy saving demonstration project. Tiogept's CDQ technology of the advanced

CDM Validation — Report No. 2007-9109, rev 01 13
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type is a thoroughly new technology for China aeeds more than forty specially trained
personnel to operate. NSC will provide this tragnias a technology provider with broad
experience of CDQ as stated in the agreement reggarthe provision of engineering
including training, among Nippon Steel Corporatiblippon Steel Engineering and JIGANG
on 11 May 2005 /17/. Hence, the project faces arnteogical barrier which is overcome
through the involvement of NSC as part of the CDidjgxt activity.

Step 4 - Common practice analysis

Through the study conducted by the project padicip based on the statistics of Chinese Iron
and Steel Association (CISA) and Nippon Steel Eegimg Corporation, the diffusion rate
of CDQ technology is estimated at around 5-6% (aekecprocessed by CDQ / coke
production) and leveling between 1999 and 2004,dewieased from 8.2% to 5.2% (as coke
processed by CDQ / coke used in iron & steel ingustThe growth ratio of the CDQ
capacity during the period is quite low comparethwie capacity expansion of the steel/coke
industry. CDQ is currently representing common ficaconly in Japan, Korea and some
former Soviet Union countries. This explanationrseaeasonable to support the project’s
additionality. The supporting information regardirtbe existing CDQs in China had
strengthened the explanation /11/, /12/.

The construction of the CDQ started on 11 Noven2®§6 and the general contract of CDQ
design among Shougang Design Institute, Nippon |Sted Beijing China-Japan Joint

Environmental Engineering was agreed on 3 March62@nce validation only started in

November 2006, the validation team investigated eowfirmed that CDM benefits were

seriously considered when making the decision tuceed with the project activity. The

formal proceedings of the Board of Directors ofadinron and Steel Corporation dated 26
August 2004 /13/, /14/ stated that they decidadvest in CDQ as a CDM.

In conclusion, the project is confirmed not to bkkaly baseline scenario and the emission
reductions are hence additional to what would Hegpened in the absence of the project.

4.5 Monitoring

The project applies the approved monitoring methaglo ACM0004, Version 02
“Consolidated monitoring methodology”. The projeseets the methodology’s applicability
criteria as described in this report Sec. 4.3.

4.5.1 Parameters determined ex-ante

The grid emission factor used for baseline emissialtulation is determined based on
ACMO0002 version 06 and the latest data publiclyilatée by the DNA of China on 9 August
2007. Some data referring to IPCC 2006 defaulteslused in the DNA data were corrected
properly in the PDD.

The ex-antebaseline emission factor remains fixed duringethére crediting period.
4.5.2 Parameters monitored ex-post
The electricity to be supplied to the industriadifiies in the project participant’s premise is

determined by subtracting the self consumptionhef €DQ from the electricity generated.
The electricity consumed by CDQ operation is cleddscribed in the PDD, section B.6.3.

CDM Validation — Report No. 2007-9109, rev 01 14



DET NORSKE VERITAS i g

VALIDATION REPORT DNW

o]
<

4.5.3 Management system and quality assurance

The General Manager, Measurement Management Degrartis responsible for the entire
monitoring process. The necessary procedures fanitaring and reporting were addressed
and described in the PDD as follow:

- The retention time of the data obtained.

- The measurement equipment to be used.

- The measurement intervals.

- The maintenance and calibration intervals of mamtpequipment.

- The archiving of the data monitored.

- The environmental monitoring required.

4.6 Estimate of GHG Emissions

The formulas and calculations for GHG emission wakions are described in a transparent
manner in the PDD, Sec. B.6.3. The assumptions imséte calculations are realistic. The
calculations in the PDD were confirmed.

4.7 Environmental Impacts

The project activities are not expected the adverséronmental effect but improve the air
guality as dust and SCare captured by the project activities. The fahfsibstudy of the
project activity had been concluded and the ElArapgl was obtained in 18 October 2004
from the Government of Jinan City /9/.

No environmental monitoring is currently required.

4.8 Comments by Local Stakeholders

During the site visit, local stakeholder from thenmenunity has been interviewed. The
interviews confirmed that local stakeholders weomsulted and the local stakeholders
support the project and that no modifications hoject design were thus necessary.

The meeting details were presented during thevssie-The notification to the community
and the summary of the comments received wereiegrib be appropriate by interviewing
the participants of the stakeholder meeting /10/.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD of 9 November 2006 was made publicly abédlaon DNV’s climate change
website (http://www.dnv.com/focus/climate_change/Projectsj@stDetails.asp?Projectld=844
and Parties, stakeholders and NGOs were throughCik!l website invited to provide
comments during a 30 days period from 11 Novembé62o 10 December 2006.

One comment was received on 17 November 2006 agivém (in unedited form) in the
below text box.

Comment by: Yang Qingging, Green Life Association

X Accredited NGO [ ] Party [ ] stakeholder
Inserted On: 2006-11-17

Subject: common practice

Comment:
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According to the tenth five year plan in China, 60% the steel plant with larger than 1
million tons steel production can be equiped with CDQ.

Till year 2005, 30% of coke production in China are from CDQ.

Actually CDQ is a mature technology and common practice in China. Can you say all
those CDQ projects are based on CDM?

Also, the statement that the project faces financial barrier is not true. the project owner
is a public listed company with profit at 1.2 billion RMB in 2005 (from its 2005 annual
report
http://www.jigang.com.cn/luyan/upload/uploadfiles/11d1def534ealbe01f0c54110aa527
90078000.pdf) profit at the third quarter 2006 is 0.87 billion RMB

Meanwhile, IRR of the project owner's operation is 7.01%
(http://www.jigang.com.cn/luyan/upload/uploadfiles/11d1def534ealbeOba9e8610ea29a
69138000.pdf), while the CDQ project has much higher IRR. it's not true that the project
owner won't do the project because its main operation (steel production expansion) will
obstacle the CDQ project.

More, the CDQ project in year 2004 was invested 8 million RMB, while the return from
the project is 53 million RMB. (2004 annual report
http://www.jigang.com.cn/en/luyan/upload/uploadfiles/11d1def534ealbe0601bd710986
ec08427f7c.pdf) with such return rate, I don't think any barrier can obstacle the project
implementation.

DNV considered the comment by requesting the fdalhovelarifications from the project
participants:

Comment 1: The possible prevalence of CDQ in Clersésel plants should be discussed
considering the tenth five year plan in China.

Comment 2: The prevalence of CDQ in 2005 shouldibeussed.

Comment 3: The CDQ existing currently in China dtddae explained.

Comment 4: The scale and the operating resulteohtst company are not considered to link
with the investment barrier directly. However thejpct participants need to clarify it.

Comment 5: “It is not correct that the IRR of thejpct owner’s operation is 7.01% and 7.01
if the ROA. Although ROA can not be compared witk project IRR, the project participants
should clarify this considering the comment recdive

Comment 6: The comment received is inconsistertt thié description in the PDD. It needs
be clarified and evidenced in the PDD.

The project participants had responded to the camsrreceived by revising the PDD and by
providing the responses summarized below:

Common practice analysis and prevalence of CDQ

Despite the tenth Five Year Plan of China stathmg the potential diffusion rate of CDQ is
60%, the actual diffusion rate is approximately 168ty. This is sufficiently evidenced by
the literature presented by the PP and the PPs’amwatyses. More than ten CDQ processes
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were developed or under development after 20058l @rojects. There are several non-

CDQ projects and all of them are “national proje@lJ”, “environmental demonstration
project” or “ODA funded”, and were not “businessussial”.

Investment barriers

Regardless of the scale and/or operating result®s @ompany, the project participant
“JIGANG” is a listed company and shall seek foraficial profit and capacity expansion
under the current market situation. Large upfrayrpent, past experience of unreliable CDQ
process and the investment priority on capacityaagn are investment barriers for CDQ
for which there is no mandatory requirement.

Investment analysis

The financial indicator which the stakeholder refdrin the website of the PP is ROA and not
IRR. They can not be directly compared.

Cost performance of CDQ

The investment referred by the stakeholder commexs for repairing the existing CDQ
process, and the return referred was not attamedsingle year but over 20 years. Thus it is
not correct that the stakeholder pointed out that@DQ in year 2004 8 million RMB was
invested, while the return from the project wasriion RMB.

The above descriptions were general in the recentand steel industry in China. Besides it
was verified through reviewing the annual investtm@an of JIGANG that the company has
been seeking for very rapid growth of productiopamdty and the investment for energy
efficiency and/or recovery is only 3.5% of totavé@stment /18/.

In DNV'’s opinion the PP addressed the commenteddiy the stakeholder properly, and the
responses of the PP are deemed reasonable.
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Table 1: Mandatory Requirements for Clean Developmeat Mechanis

m (CDM) Project Activities

Requirement Reference Conclusion
About Parties
The project shall assist Parties included in Anhiexachieving compliance with Kyoto Protocol Art.12.2 =CAR 1
part of their emission reduction commitment undetr 3. OK
The project shall assist non-Annex | Parties intgbuating to the ultimate objectivel Kyoto Protocol Art.12.2. =CAR 1
of the UNFCCC. OK
The project shall have the written approval of vtéuy participation from the Kyoto Protocol CARA
designated national authority of each Party inviblve Art. 12.5a, OK

CDM Modalities and Procedures §40a

The project shall assist non-Annex | Parties ineghg sustainable development | Kyoto Protocol Art. 12.2, AR
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures §40a OK
In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not result CDM Modalities and Procedures Appendix
in a diversion of official development assistannd & separate from and is not B, 8§82
counted towards the financial obligations of thBaeties.
Parties participating in the CDM shall designateaional authority for the CDM. CDM Modalities aRdocedures 829 OK
The host Party and the participating Annex | Pahgll be a Party to the Kyoto CDM Modalities §30/31a OK
Protocol.
The participating Annex | Party’s assigned amotnatlshave been calculated and | CDM Modalities and Procedures 831b OK
recorded.
The participating Annex | Party shall have in placeational system for estimating CDM Modalities and Procedures 831b OK

GHG emissions and a national registry in accordavtteKyoto Protocol Article 5
and 7.
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Requirement Reference Conclusion
About additionality
Reduction in GHG emissions shall be additionalrty that would occur in the Kyoto Protocol Art. 12.5c¢, Nebtyet
absence of the project activity, i.e. a CDM progdivity is additional if CDM Modalities and Procedures 843 eeneluded
anthropogenic emissions of greenhouse gases byesoare reduced below those OK
that would have occurred in the absence of thestegid CDM project activity.
About forecast emission reductions and environmentampacts
The emission reductions shall be real, measuratulegave long-term benefits Kyoto Protocol Art. 12.5b =Netyet
related to the mitigation of climate change. ceneluded

OK

For large-scale projects only
Documentation on the analysis of the environmantphcts of the project activity,| CDM Modalities and Procedures 837¢ —Nst ye

including transboundary impacts, shall be submjted, if those impacts are eeneluded
considered significant by the project participantshe Host Party, an environmental OK
impact assessment in accordance with procedunegjased by the Host Party shall

be carried out.

About stakeholder involvement

Comments by local stakeholders shall be invitexyjramary of these provided and CDM Modalities and Procedures 837b —Net ye

how due account was taken of any comments received. eeneluded
OK

Parties, stakeholders and UNFCCC accredited NGélslshve been invited to CDM Modalities and Procedures 840 OK

comment on the validation requirements for minin@@rdays, and the project

design document and comments have been made gubligilable.

Other

The baseline and monitoring methodology shall lexipusly approved by the CDM CDM Modalities and ¢&dures 837e OK
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Requirement Reference Conclusion
Executive Board.
A baseline shall be established on a project-sigduafsis, in a transparent mannery CDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and circumstances.
The baseline methodology shall exclude to earn CfeRdecreases in activity levels<CDM Modalities and Procedures 847 OK
outside the project activity or due to force mageur
The project design document shall be in conformavitethe UNFCCC CDM- CDM Modalities and Procedures Appendix  OK
PDD format. B, EB Decision
Provisions for monitoring, verification and repagishall be in accordance with theCDM Modalities and Procedures §37f —Not yet
modalities described in the Marrakech Accords @&heliant decisions of the eenscluded
COP/MOP. OK
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Table 2: Requirements Checklist

CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS a ina
. Concl. Concl.
Interview
A. General Description of Project Activity
The project design is assessed.
A.l. Project Boundaries
Project Boundaries are the limits and borders wiefy the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries (gepgreal) clearly /1/ DR | The project is located adjacent to the existing - OK
defined? 119/ I coke ovens of Jinan Iron and Steel Group
120/ Corporation (JIGANG). The coke plant is
121/ located in Jinan City, Shangdong Province of
the P.R. of China.
A.1.2. Are the project’s system boundaries (comptsand /1/ DR | The auxiliary equipment of CDQ units &= OK
facilities used to mitigate GHGSs) clearly defined? 119/ | consuming electricity, i.e. boiler feed water
120/ unit and turbine generator are not clearly
121/ described in the PDD.
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a#i wze
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 amigipating in  /1/ DR The participating non-Annex | Party is P.R. - OK
the project? China.
The participating Annex | Party is Japan.
A.2.2. Have all involved Parties provided a validia@omplete  /1/ DR The DNA of Japan had issued the letter of SARL OK
letter of approval and have all private/public patjparticipants /5/ approval for the project activity and
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
been authorized by an involved Party? authorized Nippon Steel Corporation on 9
February 2007.
The DNA of China has issued letter of
approval dated 26 August 2007.
A.2.3. Do all participating Parties fulfil the p@rpation /1/ ~ DR | Chinais a Party to the Kyoto Protocol and - OK
requirements as follows: 14/ has ratified it on 30 August 2002and has
) P designated the “National Develop and
Ratification of .th.e K.yoto Protocol Reform Commission of the People’s
- Voluntary participation Republic of China” as the national authority
- Designated a National Authority for CDM projects.
Japan is a Party to the Kyoto Protocol and
has ratified it on 4 June 2002 and has
designated “the Liason Committee for the
Utilization of the Kyoto Mechanisms” as the
national authority for CDM projects.
A.2.4. Potential public funding for the projectiindParties in /17 DR No public funding is involved in the project - OK
Annex | shall not be a diversion of official deveioent activity.
assistance.
A.3. Technology to be employed
Validation of project technology focuses on thejgub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and Kmaow-is
used.
A.3.1. Does the project design engineering reftectent good  /1/ DR  Yes, the project design of the coke dry - OK
practices? guenching equipment represents good
practice commonly applied in the Annex |
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
Party.
A.3.2. Does the project use state of the art teldgyoor would ~ /1/ DR | The technology is not commonly used inthe =~ L2 oK
the technology result in a significantly betterfpemance than = 19/ I countries other than Japan and Korea.
any commonly used technologies in the host country? There are some CDQ processes in China
however the prevalence is not clearly
explained in the PDD.
A.3.3. Does the project make provisions for meetragiing and /1/ DR  The project participant of Annex | Party has a - OK
maintenance needs? 117/ I comprehensive knowledge for operation and
119/ maintenance of the equipment and is to
120/ provide necessary engineering and training
according to the agreement on 11 May 2005
among the participants.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developtiig
assessed.
A.4.1. Has the host country confirmed that thegubgassistsit 1/ DR @ The DNA of China has not yet the letter of CAR1I OK
in achieving sustainable development? I approval.
A.4.2. Will the project create other environmerttakocial /1/ = DR  The displacement of the current open system - OK
benefits than GHG emission reductions? /19/ | with the project closed system is expected to
120/ contribute to reduction of atmospheric
121/ pollutants.
Also, the CDQ facilities create employment
opportunity as it requires ten times more
operators than those of the conventional wet
quench process.
B. Project Baseline
The validation of the project baseline establisibgther the
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselineasaen
B.1. Baseline Methodology
It is assessed whether the project applies an gppate
baseline methodology.
B.1.1. Does the project apply an approved meth@yoémd the  /1/ = DR The following two approved methodologies - OK
correct version thereof? /4] of the corrective version are applied.
/5/ ACMO0004, version 02, "Consolidated
baseline methodology for waste gas and/or
heat and/or pressure for power generation”
was applied.
ACMO0002, version 06, “Consolidated
baseline methodology for grid connected
electricity generation from renewable
sources” was applied.
B.1.2. Are the applicability criteria in the baselimethodology . /1/ | DR  The baseline meets the following applicability - OK
all fulfilled? 14/ criteria as mentioned in the approved
/5/ baseline methodology ACM0004 / version
02:
- The project is aiming to displace
electricity generation with fossil fuels in
the electricity grid with the power to be
generated by the thermal energy
recovered from coke dry quenching
process.
- No fuel switch is done in the process
after the implementation of the project
activities.
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS ra ina
Interview Concl. | Concl.

ACMO0002 is required by ACM0004.

B.2. Baseline Scenario Determination

The choice of the baseline scenario will be vakdatvith
focus on whether the baseline is a likely scenamal
whether the methodology to define the baselinessien
has been followed in a complete and transparentmean

B.2.1. What is the baseline scenario? /1/ DR  The baseline scenario of the project activity - OK
4/ IS “continuation of the current practice” which
/5/ is “to consume the electricity supplied from
the provincial grid”.
B.2.2. What other alternative scenarios have beesidered /1/ DR  As requested by ACMO0004, six alternative - OK
and why is the selected scenario the most likeb?on 14/ scenarios are compared and discussed.

a) The proposed project activity not
undertaken s a CDM project activity

b) Import of electricity from the grid

c) Existing or new captive power generation
on-site using fossil fuel

d) A mix of option (b) and (c9

e) Other uses of the waste heat

f) The continuation of the current situation,

whether this is captive or grid-based
power supply

B.2.3. Has the baseline scenario been determireatding to /1/ DR | The “Option (b): import of electricity from the - OK
the methodology? /4] grid” is selected.
/6/ Option (c) and (d): building captive power

generation plant smaller than 135 MW is not
allowed by the Chinese regulation and thus

115/

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Qi Final
. Concl. Concl.
Interview
they were excluded.
Option (e): other uses of the waste heat is
possible from the legislative view point
however there is no available technology for
capture and utilization of waste heat from
coke oven except CDQ thus it was excluded.
Option (f): it includes option (b).
B.2.4. Has the baseline scenario been determinad us /1/ DR  Yes. - OK
conservative assumptions where possible?
B.2.5. Does the baseline scenario sufficiently tiake account 11/ DR | There is a national policy to promote energy - OK
relevant national and/or sectoral policies, ma@oremic /16/ |  efficiency measures e.g. CDQ, TRT in the
trends and political aspirations? steel/coke industry in China. It is mandatory
for the plants which newly construct blast
furnaces after July 2005.
Jinan Iron and Steel Group Corporation had
decided the investment for CDQ as a CDM
project in March 2005 without any new blast
furnace construction. Thus the policy is not
relevant to the project activity.
B.2.6. Is the baseline scenario determination cailpavith the  /1/ DR  All data and literature used for baseline - OK
available data and are all literature and sourlsssly /11/ scenario determination are clearly
referenced? 112/ referenced in the PDD.
B.2.7. Have the major risks to the baseline beentitied? /1/ = DR  There are no specific risks to the baseline. - OK

B.3. Additionality Determination

The assessment of additionality will be validateth w
focus on whether the project itself is not a likehgeline
scenario.

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

* MoV = Means of Verification, DR= Document Reviels,

Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

B.3.1. Is the project additionality assessed adngrtb the

methodology?

11/
111/
112/
116/
119/
120/

DR

The project applied “Tool for demonstration
and assessment of additionality (Version
02)".

“Step 3a. “Investment barriers” and
“Technical barriers” are selected to apply.
Investment barrier

Normally the amount of CDQ investment is
one third of a new coke plant facility and
thirty times of a conventional wet quenching
system. Jinan Iron and Steel Corporation
(JIGANG) has tripled its crude iron
manufacturing capacity since 2000, thus they
has focused on low cost wet quenching
process during this period. The trend is still
continuing.

Moreover, JIGANG had undergone the great
disappointment of another CDQ installation
project since 1999 as the facility had not
performed well due to frequent malfunction
despite the extra retrieval conducted.

The explanation for the investment barrier is
deemed reasonable accordingly.

Operation cost comparison between CDQ
and a conventional wet quench needs be
discussed.

Technical barrier

This type of CDQ technology depends on

totally the project participant, Nippon Steel
Corporation (NSC), e.qg. facility design,

OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref.  MoV* COMMENTS DI AL
. Concl. Concl.
Interview
construction, operation, maintenance and
training. They are not available in China
without NSC and the technical barrier
claimed is reasonable accordingly.
Common practice analysis
The CDQ currently operating in China need
be explained how they had overcome the
barriers demonstrated here.
According to the tenth five year plan in
China, 60% of the steel plant with larger than
one million tons annual steel production can
be equipped with CDQ.
Thus “Step 4. Common practice analysis” is
sufficiently justified and supported by
evidence.
B.3.2. Are all assumptions stated in a transpaaedt 1/ DR Same as CL 3/4. cL3/4 OK
conservative manner?
B.3.3. Is sufficient evidence provided to suppb# televance of /1/ DR Same as CL 3/4. cL3/4 OK
the arguments made?
B.3.4. If the starting date of the project activgybefore the date /1/ DR  The construction of the CDQ has started on - OK
of validation, has sufficient evidence been proditieat the /13/ 11 November 2006 and the design contract
incentive from the CDM was seriously considerethim 114/ was agreed on 3 March 2005.
decision to proceed with the project activity? The board members of JIGANG had formally
agreed to start the CDQ installation as a
CDM project on 26 August 2004.
B.4. Calculation of GHG Emission Reductions —
Project emissions
* MoV = Means of Verification, DR= Document Reviev= Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.
B.4.1. Are the calculations d_ocumented accordintip¢o /1/ DR | As this is the grid connected waste heat - OK
approved methodology and in a complete and traeapar recovery and power generation project and
manner? no auxiliary is to be used, the project
emission need not be considered.
B.5. Calculation of GHG Emission Reductions —
Baseline emissions
It is assessed whether the baseline emissiongaterls
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.
B.5.1. Are the calculations documented accordintpéo /1/ DR  The calculations of the emission reductions cLs OK
approved methodology and in a complete and traeapar are described in the PDD in a complete and
manner? transparent manner however there are some
miscalculation.
The selection of ex-ante or ex-post vintage
data for OM calculation needs be clarified in
the PDD.
B.5.2. Have conservative assumptions been used when /1/ DR  The grid emission factor used for baseline ez OK
calculating the baseline emissions? emission calculation is determined based on
ACMO0002 version 06 however the data
should be updated at the time of registration
request using the latest publicly available
data.
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviels,
Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

B.5.3. Are uncertainties in the baseline emiss&tm&ates
properly addressed?

11/

DR

There is no uncertainty in the baseline
emission estimates expected.

OK

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 amtlies
— where applicable — is justified.

B.6.1. Are the leakage calculations documentedrdaug to the
approved methodology and in a complete and traespar
manner?

11/

DR

No leakage needs be considered.

OK

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, measuraiiegive
long-term benefits related to the mitigation ohwdite change.

11/

DR

Yes.

OK

B.8. Monitoring Methodology

It is assessed whether the project applies an gppate
baseline methodology.

B.8.1. Is the monitoring plan documented accordmnthe
approved methodology and in a complete and traeapar
manner?

11/

DR

As section B.7.1 of the PDD format is not for
ex-ante calculation.

The section needs be corrected accordingly.

OK

B.8.2. Will all monitored data required for verditton and
issuance be kept for two years after the end o€tediting
period or the last issuance of CERS, for this mtogetivity,

11/

DR

The retention period of the data monitored is
not clearly described.

OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
whichever occurs later?
B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pde4 for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for thelection and /1/ = DR | Yes the monitoring plan envisages - OK
archiving of all relevant data necessary for edtiomeor monitoring of var_ious parameters as per the
measuring the greenhouse gas emissions withinrtjecp ACMO0004 / Version 02.
boundary during the crediting period?
B.9.2. Are the choices of project GHG indicatoras@nable and /1/ @ DR | Yes - OK
conservative?
B.9.3. Is the measurememethodclearly stated for each GHG  /1/ DR  The quantities of electricity to be generated - OK
value to be monitored and deemed appropriate? by the CDQ and to be consumed by CDQ
are to be monitored by the power meters.
B.9.4. Is the measuremesquipmentescribed and deemed /1/ = DR  The measurement equipment is not clearly cL9 oK
appropriate? stated.
B.9.5. Is the measuremestcuracyaddressed and deemed /1/ DR | The measurement accuracy is not - OK
appropriate? Are procedures in place on how to déhl addressed. However the electricity to be
erroneous measurements? exported to the grid is to be cross-checked
with the trading document and it is deemed
appropriate.
B.9.6. Is the measurementerval identified and deemed /1/ = DR @ The measurement interval is not addressed. @ S48  OK
appropriate?
B.9.7. Is thaegistration, monitoring, measuremearid /1/ . DR | General Manager of Measurement - OK
reporting procedure defined? Management Department, JIGANG is
responsible for entire monitoring. All data are

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. | Concl.
Interview
to be measured, monitored and reported by
the department and reviewed by
JIGANG/NSC jointly.
B.9.8. Are procedures identified foraintenancef monitoring /1/ DR  The authority and responsibility of QA/QC cL11 OK
equipment and installations? Are the calibratidenvals being are defined however the maintenance and
observed? the intervals of calibration are not clearly
described.
B.9.9. Are procedures identified for day-to-dayoeis handling. /1/ DR The archiving of monitored data are not 12 OK
(including what records to keep, storage areaadnds and how clearly described.
to process performance documentation)
B.10. Monitoring of Baseline Emissions
It is established whether the monitoring plan pde4 for
reliable and complete baseline emission data avee.t
B.10.1. Does the monitoring plan provide for théemtion and = /1/ DR  CO, emission factor of the grid shall be re- cLeiZz  OK
archiving of all relevant data necessary for deteimg baseline calculated annually according to the applied
emissions during the crediting period? monitoring methodology, ACMO0004 / Version
02, otherwise it should be clearly
documented that the ex-ante baseline data is
applied.
Same as B.5.1 and 5.2.
B.10. 2. Are the choices of baseline GHG indicateesonable  /1/ DR  Yes. - OK
and conservative?
B.10.3. Is the measurementthodclearly stated for each /1/ | DR | The baseline indicators are to be obtained - OK
baseline indicator to be monitored and also deemppdopriate? from the published data.
B.10.4. Is the measuremeaduipmentescribed and deemed /1/ DR @ Same as the above. - OK
appropriate?
* MoV = Means of Verification, DR= Document Reviev= Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
B.10.5. Is the measuremeattcuracyaddressed and deemed /1/ DR  Same as the above. - OK
appropriate? Are procedures in place on how to wehl
erroneous measurements?
B.10.6. Is the measurementerval for baseline data identified 11/ DR | The measurement intervals for baseline data | &6 OK
and deemed appropriate? are not clearly identified.
Same as B.10.1.
B.10.7. Is theegistration, monitoring, measuremeantd 1/ DR  General Manager of Measurement - OK
reporting procedure defined? Management Department, JIGANG is
responsible for entire monitoring. All data are
to be measured, monitored and reported by
the department and reviewed by
JIGANG/NSC jointly.
B.10.8. Are procedures identified foraintenancef monitoring . /1/ = DR  The baseline indicators are to be obtained - OK
equipment and installations? Are the calibratidervals being from the published data.
observed?
B.10.9. Are procedures identified for day-to-dagarels /1/ | DR | The baseline indicators are to be obtained - OK
handling (including what records to keep, storaga af records from the published data.
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.11.1. Does the monitoring plan provide for théemtion and @ /1/ | DR  There are no specific leakage effects to be - OK
archiving of all relevant data necessary for deteimy leakage? considered for this project activity as per
ACMOO004 / Version 02.
B.12. Monitoring of Sustainable Development
Indicators/ Environmental Impacts
It is assessed whether choices of indicators aasgpable
* MoV = Means of Verification, DR= Document Reviev= Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref.  MoV* COMMENTS DI AL
. Concl. Concl.
Interview
and complete to monitor sustainable performance ove
time.
B.12.1. Is the monitoring of sustainable developniadicators/ /1/ DR  There are no specific significant cLi3 OK
environmental impacts warranted by legislatiorha host environmental impacts expected from this
country? project activity. The monitoring methodology
ACMO0004 / Version 02 does not require the
monitoring of specific sustainable
development indicators.
Environmental monitoring required by the
local government should be clarified in the
PDD.
B.12.2. Does the monitoring plan provide for théemtion and 1/ DR @ Same as the above. cLi3 OK
archiving of relevant data concerning environmergatial and
economic impacts?
B.12.3. Are the sustainable development indicatolme with /1/ DR Same as the above. cLa3 OK
stated national priorities in the Host Country?
B.13. Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
B.13.1. Is the authority and responsibility of aleproject /1/ DR  General Manager of Measurement - OK
management clearly described? Management Department, JIGANG is
responsible for entire project management.
All data are to be measured, monitored and
reported by the department and reviewed by
JIGANG/NSC jointly.
B.13.2. Are procedures identified for training obmitoring /1/ DR | Procedures have not been envisaged and cAR3 OK
personnel? systematically linked to the management
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
system procedures implemented.
B.13.3. Are procedures identified for emergencypredness /1/ ~ DR | Same as the above. CAR3 OK
for cases where emergencies can cause unintendssi@m?
B.13.4. Are procedures identified for review of oeied /1/ DR  Same as the above. CAR3 OK
results/data?
B.13.5. Are procedures identified for correctivéi@ts in order /1/ = DR  Same as the above. CAR3 OK
to provide for more accurate future monitoring aglorting?
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundaridseoproject are
clearly defined.
C.1. Are the project’s starting date and operatitfeime /1/ DR | The project’s starting date is 3 March 2005 - OK
clearly defined and evidenced? and the operational life time is 15 years.
C.2. Is the start of the crediting period cleardfided and /1/ DR  The PPs selected the fixed crediting period - OK
reasonable? of 10 years starting 1 June 2008 and is
reasonable.
D. Environmental Impacts
Documentation on the analysis of the environmdntphcts will
be assessed, and if deemed significant, an ElIAGheuprovided
to the validator.
D.1. Has an analysis of the environmental impatte@project /1/ DR  The following environmental impacts had - OK
activity been sufficiently described? /9/ been analysed:
- Dust and air pollutants
- Water consumption
- Odour
D.2 Are there any Host Party requirements for anifenmental  /1/ DR  The EIA approval was obtained in 18 - OK
Impact Assessment (EIA), and if yes, is an EIA appd? /9/ October 2004 from the Government of Jinan
* MoV = Means of Verification, DR= Document Reviev= Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS ra ina
. Concl. = Concl.
Interview
City.
D.3. Will the project create any adverse environtalegffects?  /1/ DR | No adverse environmental effects are - OK
19/ expected.
D.4. Are transboundary environmental impacts carsid inthe /1/ DR | No adverse environmental effects are - OK
analysis? 19/ expected.
D.5. Have identified environmental impacts beernrestsed in /1/ DR | No adverse environmental effects are - OK
the project design? 19/ expected.
D.6. Does the project comply with environmentaidégion in /1/ DR | The project activity was formally approved by - OK
the host country? 17! the environmental authority.
19/ -Same as D.2.-
E. Stakeholder Comments
The validator should ensure that stakeholder conmsnesave beer
invited with appropriate media and that due accduar been
taken of any comments received.
E.1. Have relevant stakeholders been consulted? /1/ . DR | The local stakeholder meeting was - OK
conducted on 16 June 2006.
E.2. Have appropriate media been used to invitenvents by /1/ DR  The local stakeholders had been invited by - OK
local stakeholders? /10/ means of the public announcements placed
on bulletin boards in the communities around
the project site.
It was confirmed through the interview with
the local stakeholders.
E.3. If a stakeholder consultation process is reguby /1 DR | The requirement of the China regarding cL14 OK
regulations/laws in the host country, has the $takker stakeholder consultation is not clearly
consultation process been carried out in accordartbesuch described in the PDD.
regulations/laws?
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revielx, Ref.  MoV* COMMENTS et AL
. Concl. | Concl.
Interview
E.4. Is a summary of the stakeholder commentsvedei /1/ DR  The comments raised were summarised into - OK
provided? the three issues in the PDD below:
- Land acquisition for construction
- Impacts to the surrounding environment
- Impact to water resources of the area
It was confirmed through the stakeholder
interviews that all comments raised were
properly addressed.
E.5. Has due account been taken of any stakehoctmements 1/ DR  Same as the above. - OK
received?

* MoV = Means of Verification, DR= Document Revigw~ Interview
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Table 3: Resolution of Corrective Action and Clarifcation Requests

ly.

Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
CAR.1: A.2.2. The DNA of China had issued the letter ¢fOK
The DNA of China has not yet the letter of approval on 10 September 2007.
approval.
CAR.2: B.8.1. The PDD will be revised reflecting the | OK
The formats of B.6.2 and B.7.1 are incorrect. The DNV comment. B.6.2 and B.7.1 were revised appropriate
section needs be corrected accordingly.
CAR.3: B.13.2. - 5.| The PDD will be revised reflecting the | OK
Procedures have not been envisaged and DNV comment. The procedures necessary for monitoring
systematically linked to the management system and reporting are addressed properly.

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

question in

table 2
CL1. Al.2. The PDD will be revised reflecting the | OK
The auxiliary equipment of CDQ units consumipg DNV comment. The auxiliary equipment necessary for
electricity, i.e. boiler feed water unit and turdin CDQ operation are described in the PDD
generator are not clearly described in the PDD B.6.3.
B.7.1.
CL 2. A.3.2. The PDD will be revised reflecting the | OK
There are some CDQ processes in China however DNV comment. The prevalence of CDQ process in China
the prevalence is not clearly explained in the described in the PDD and documents
PDD. supporting this information were provided

111/, /12].

CL 3. B.3.1-3. | “Operation cost comparison” was irrelevaOK
Operation cost comparison between CDQ and @ to investment barrier discussion and was
conventional wet quench is not a “investment thus deleted.
barrier” but “investment analysis”.
CL 4. B.3.1-3. | The PDD will be revised reflecting the | OK
For the CDQs currently operating in China it DNV comment. When the PP made the decision of CDQ
needs to be explained how they had overcome|the investment, its prevalence rate was less than
barriers demonstrated here. 10 % despite the tenth five year plan of
According to the tenth five year plan in China, China. It was evidenced by means of the
60% of the steel plant with larger than one millipn literature, China Steel Year Book 2005
tons annual steel production can be equipped with 111/, 112/.
CDQ.
Thus “Step 4. Common practice analysis” is not
sufficiently justified and supported by evidenced.
CL5. B.5.1. The PDD will be corrected reflecting the | OK

The calculations of the emission reductions are
described in the PDD in a complete and
transparent manner. However there are some
miscalculation.

DNV comment.

The numbers re-calculated are confirmed
be correct.

CDM Validation Protocol — Report No. 2007-9109, 6dv

A-23

is



DET NORSKE VERITAS

Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
CL6. B.5.1. The PDD will be revised reflecting the | OK
The selection of ex-ante or ex-post vintage data DNV comment. It was clearly described in the PDD, B.6.2
for OM calculation needs be clarified in the PDD. and Annex 3.
CL7. B.5.2. The PDD will be updated reflecting the | OK
The grid emission factor used for baseline DNV comment. The CEF was updated referring the lates
emission calculation is determined based on available data of 9 August 2007.
ACMO0002 version 06. However the data shoulg
be updated at the time of registration requestgusin
the latest publicly available data.
CL 8. B.8.2. The PDD will be revised reflecting the | OK
The retention period of the data monitored is not DNV comment. The data retention period are described i
clearly defined. the PDD, B.7.1 properly.
CLo. B.9.4. The PDD will be revised reflecting the | OK
The measurement equipment is not clearly stated. DNV comment. Two power meters are to be used for
determine the baseline emissions.
CL 10. B.9.6. The PDD will be revised reflecting the | OK
The measurement interval is not addressed. DNV comment. The measurement intervals are described in
the PDD, B.7.1.
CL 11. B.9.8. The PDD will be revised reflecting the OK
The authority and responsibility of QA/QC are DNV comment. They are described properly in the PDD,
defined however the maintenance and the B.7.1.
intervals of calibration are not clearly described.
CL 12. B.9.9 The PDD will be revised reflecting the OK

The archiving of data monitored is not clearly
described.

DNV comment.

They are described properly in the PDD,
B.7.1.
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Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
question in
table 2
CL 13. B.12.1 - 3. | The PDD will be revised reflecting the | OK
Environmental monitoring required by the local DNV comment. No environmental monitoring are require
government should be clarified in the PDD. currently. It is clearly described in the PD
D.2.
CL 14. E.3. The PDD will be revised reflecting the OK
The requirement of the China regarding DNV comment. The stakeholder consultation is required
stakeholder consultation is not clearly descrilmed i a part of EIA in China.
the PDD. It is described clearly in the PDD, E.1.
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APPENDIX B

CERTIFICATES OF COMPETENCE



38

CERTIFICATE OFCOMPETENCE

Akira Sekine

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

GHG Auditor: Yes
CDM Validator: Yes JI Validator: --
CDM Verifier: Yes JI Verifier: --

Industry Sector Expert for Sectoral Scope(s): -

Havik, 30 October 2007

Nchae!  lohws--

Michael Lehmann
TechncaDirector, International Climate Change Services
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CERTIFICATE OFCOMPETENCE

Mindy (Ming) Yue

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

GHG Auditor: Yes
CDM Validator: Yes JI Validator: --
CDM Verifier: -- JI Verifier: --

Industry Sector Expert for Sectoral Scope(s): -
Hoavik, 5 January 2007

Zizz Wil lhne--

Einar Telnes Michael Lehmann
Director, International Climate Change Services Technical Director
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CERTIFICATE OFCOMPETENCE

Hendrik Brinks

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

GHG Auditor: Yes
CDM Validator: Yes JI Validator: -
CDM Verifier: - JI Verifier: -
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 1, 2,3 & 12
Technical Reviewer for (group of) methodologies:
ACMO0001, AM0002, AM0003, AM0010, Yes AMO0013, AM0022, AM0025, Yes
AMO0011, AM0012, AMS-III.G AMO00379, AMS-IIl.H, AMS-

.1
ACMO002, AMS-1.A-D, AM0019, AM0026, Yes ACMO0006, AM0007, AM0015, Yes
AM0029, AM0045 AMO0036, AM0042
ACMO0004, ACM0012 Yes

Hoavik, 30 October 2007

Nchae!  lohws--

Michael Lehmann
Technical Director, International Climate Changer8ees
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CERTIFICATE OFCOMPETENCE

Michael Lehmann

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

GHG Auditor: Yes

CDM Validator: Yes JI Vvalidator: Yes
CDM Verifier: Yes JI Verifier: Yes
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 1, 2, 3

Technical Reviewer for (group of) methodologies:

ACMO0001, AM0002, AM0003, AM0010, Yes AMO0027 Yes
AMO0011, AM0012, AMS-III.G

ACMO002, AMS-I.A-D, AM0019, AM0026, Yes AMO0030 Yes
AMO0029, AM0045

ACMO003, ACM0005, AM0033, AM0040 Yes AMO0031 Yes
ACMO0004, ACM0012 Yes AMO0032 Yes
ACMO0006, AM0007, AM0015, AM0036, AM0042 Yes AMO0035 Yes
ACMO0007 Yes AMO0038 Yes
ACMO0008 Yes AMO0041 Yes
ACMO0009, AM0008, AMS-II1.B Yes AMO0034 Yes
AMO0006, AM0016, AMS-I1II.D, ACM0010 Yes AMO0043

AMO0009, AM0037 Yes AMO0046

AMO0013, AM0022, AM0025, AM0039, AMS- Yes AMO0047

[l.H, AMS-II1.I

AMO0014 Yes AMS-II.A-F, AM0044 Yes
AMO0017 Yes AMS-IIILLA Yes
AMO0018 Yes AMS-IILE, AMS-III.F Yes
AM0020 Yes

AMO0021, AM0028, AM0034, AM0051 Yes

AMO0023 Yes

AM0024 Yes

Hoavik, 5 February 2007

oy~ il (hse-

Einar Telnes Michael Lehmann
Director, International Climate Change Services Technical Director



