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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the
“Heilongjiang Huanan Hengdaishan East (Il) Wind PewProject” in China. The
validation was performed on the basis of UNFCCGQecia for the Clean Development
Mechanism and host Party criteria, as well as c¢réegiven to provide for consistent
project operations, monitoring and reporting.

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

The host Party is China and the Annex | Party istZsland. Both parties fulfil the

participation criteria and have approved the prdjeand authorized the project
participants. The DNA of China has also confirmieattthe project assists in achieving
sustainable development.

The project correctly applies ACMO0002 Version O0&f@Golidated baseline &
monitoring methodology for grid connected electyicgeneration from renewable
sources”.

By generating renewable energy which will displatectricity in the Northeast China
Power Grid (NECPG), the project results in reduatiof CQ emissions that are real,
measurable and give long-term benefit to the miibga of climate change. It is
demonstrated that the project is not a likely baelscenario. Emission reductions
attributable to the project are hence additionalaoy that would occur in the absence
of the project activity.

The total emission reductions from the project eséimated to be on average 436
tCOe per year over the selected 7 year crediting meribhe emission reduction
forecast has been checked and it is deemed likalythe stated amount is achieved
given that the underlying assumptions do not change

The monitoring methodology ACM0002 has been cdyexgiplied and the monitoring
plan sufficiently provides for collection of data tletermine the project’'s emission
reductions. Adequate training and monitoring process have been implemented.

In summary, it is DNV’s opinion that the “Heilongjig Huanan Hengdaishan East (II)
Wind Power Project” in China, as described in thB[P version 5.0 dated 12 February
2009 meets all relevant UNFCCC requirements for @i@M and all relevant host
Party criteria and correctly applies the baselinenda monitoring methodology
ACMO0002 version 08. DNV thus requests the registmadf the project as a CDM
project activity”.

CDM Validation —-DNV Report No. 2008-9256, rev. 01 1



DET NORSKE VERITAS

i3

VALIDATION REPORT —
DN

o)
é

2 INTRODUCTION

China Fulin Windpower Development Corporation hasnmissioned Det Norske

Veritas Certification AS (DNV) to perform a valida of the “Heilongjiang Huanan

Hengdaishan East (II) Wind Power Project” in Chihareafter called “the project”).

This report summarises the findings of the inwalidation of the project, performed on
the basis of UNFCCC criteria for the CDM, as wedl aiteria given to provide for

consistent project operations, monitoring and repgr UNFCCC criteria refer to

Article 12 of the Kyoto Protocol, the CDM modalgieand procedures, and the
subsequent decisions by the CDM Executive Board.

2.1 Objective

The purpose of a validation is to have an independard party assess the project
design. In particular, the project's baseline, nwimig plan, and the project’s
compliance with relevant UNFCCC and host Partyedat are validated in order to
confirm that the project design, as documentedpisnd and reasonable and meets the
identified criteria. Validation is a requirementr fall CDM projects and is seen as
necessary to provide assurance to stakeholderbeofjwality of the project and its
intended generation of certified emission redudi(®ERS).

2.2 Scope

The validation scope is defined as an independedtadjective review of the project
design document (PDD). The PDD is reviewed agahestriteria stated in Article 12 of
the Kyoto Protocol, the CDM modalities and proceduas agreed in the Marrakech
Accords, and the relevant decisions by the CDM Hiee Board, including the
approved baseline and monitoring methodology, ACOX)Oversion 8 /8/. The
validation team has, based on the recommendatiotisei Validation and Verification
Manual /7/ employed a risk-based approach, focusinthe identification of significant
risks for project implementation and the generatb@ERs.

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

CDM Validation—-DNV Report No. 2008-9256, rev. 01 2



DET NORSKE VERITAS

VALIDATION REPORT

7]
&
<

3 METHODOLOGY
The validation consisted of the following three pbst

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

and opinion.

The following sections outline each step in moreille

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

11/

121
13/
141

/51

16/
17l

18/

19/

110/
111/
112/
113/

China Fulin Windpower Development Corporation, BevjDesign Document for the
“Heilongjiang Huanan Hengdaishan East (II) Wind lBowroject”, version 3.0 dated
20 October 2008; version 4.0 dated 10 December a6@8/ersion 5.0 dated 12
February 2009.

DNA of China, Letter of Approval is on 10 Decleen 2008.
DNA of the Switzerland, Letter of Approval isa @9 December 2008.

China Fulin Windpower Development Corporatidfeasibility Study Report of
Heilongjiang Huanan Hengdaishan East (lI) Wind PoRsoject in December 2007
and Development and Reform Commission of Heilomgji&rovince: The approval
letter on 19 February 2008.

Ha Erbin railroad Environment Protection Cod.LtEIA of first and second phase
projects in April 2006 and Environmental Protect®uareau of Heilongjiang Province:
The approval letter for first and second phaseggtsjon 22 May 2006.

EIA approval reconfirmation for first and secondapl projects developed by Huanan
Longyuan Wind Power Co., Ltd. from Environmental otection Bureau of
Heilongjiang Province on 19 March 2008.

China Fulin Windpower Development CorporatiBngject IRR calculation spreadsheet

EB 44 Report Annex 3: Validation and Verifieati Manual Version O01.
http://cdm.unfccc.int/EB/044/eb44 _repan03.pdf

ACMO0002 “Consolidated methodology for grid-connekédectricity generation from
renewable sources” version 08 in effect as of 28ddaoer 2008, EB 44, Annex 12.

CDM EB: Tool for the demonstration and assesgroeadditionality, Version 05.2.
CDM EB, Tool to calculate the emission fadtmran electricity system, version 01.1.
China Electric Power Yearbook 2003-2007

China Energy Statistical Yearbooks 2005, 2806 2007

Technical administrative code of electric energyariag (DL/T448- 2000).

CDM Validation—-DNV Report No. 2008-9256, rev. 01 3
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114/

115/

116/

117/

118/

119/

120/

121/

122/

123/

124/

125/

126/

1271

128/

129/

CDM EB, Answer to DNV’s request for deviation of i@ése project activities from
AMOO005, received on 1 December 2005. To be found on

http://cdm.unfccc.int/Projects/Deviations

IPCC: 2006 IPCC Guidelines for National Gremme Gas Inventories Reference
Manual.

State Power Corporation of Chiraterim Rules on Economic Assessment of Electrical
Engineering Retrofit ProjectBeijing: China Electric Power Press, 2003.

Huanan Longyuan Wind Power Co., Ltd., Meetiminutes for serious CDM
consideration by board directors on 5 February 2008

CDM development contract between Huanan LoagyWind Power Co., Ltd. and
China Fulin Windpower Development Corporation on\v2arch 2008.

Business license for Huanan Longyuan Wind Pd@e, Ltd.: Valid from 23 January
2007 to 23 January 2027, focusing on wind farm tanson and operation after
getting approval for the project.

The Power Purchase Agreement (PPA) betweermprbject owner and Jiamusi City
Electricity Bureau signed in July 2008.

Investment certificate of Huanan Longyuan Widwer Co., Ltd. by Heilongjiang
Hongcheng certified public account routine Co. ldd.21 May 2008.

The personnel training plan for Heilongjiangidhan Hengdaishan East (lI) Wind
Power Project in 2007.

The Management and Operation Manual for Hegjiang Huanan Hengdaishan East
(I1) Wind Power Project.

Updated Chinese DNA's guidance for the deteation of grid boundaries and
emission factors (30 December 2008)
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/2008381230102527637.pdf

OM: http://cdm.ccchina.gov.cn/WebSite/CDM/UpFildéi888. pdf

BM: http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile(820081231101111351.pdf
China NDRC, the statistics by State ElectyidRegulatory Commission (SERC) on

newly built thermal plants in 10th "Five-Year Plapeériod 2000-2005, and NDRC
official website:

http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/2008081215144747182.pdf

Notice on Strictly Prohibiting the Installatioof Fuel-fired Generators with the
Capacity of 135 MW or below, Issued by State Colu@éiice, decree No. 2002-6.

Stakeholder public meeting on 10 June 2008 amslwered questionnaire for the
stakeholder comments by project owner between NayJane 2008.

Analysis report on wind turbines demand exocewged supply globally
http://energy.people.com.cn/GB/5720709.html

The documnt illustratin¢ no exploitabl hydrc power generation resource-site or

CDM Validation—-DNV Report No. 2008-9256, rev. 01 4
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130/

131/

132/

133/

134/

135/

136/

137/

138/

139/

around the project site:

http://fupin.hljagri.gov.cn/jsp/xiangxi.jsp?mouli@i&nrid=1078

Due to high cost for power generation like solar, B¥othermal and biomass of the

similar installed capacity as the proposed profhcise alternatives are far from being

attractive investment:

Solar: http://www.ccchina.gov.cn/cn/Newslnfo.asp®isiel=5884
http://finance.people.com.cn/GB/1038/59942/886294546.html|

Biomass: http://jjckb.xinhuanet.com/cjxw/2007-11&htent _75467.htm;

Geothermal: http://finance.sina.com.cn/review/egXx3/70526/19103633141.shtml

The turbine supply contract between Huanan Longyard Power Co., Ltd. and

GAMESA wind (Tianjin) Co., Ltd. on 29 February 2008

Application for construction start plan for Heilgiagng Huanan Hengdaishan East (I1)

Wind Power Project by Huanan Longyuan Wind Power, Ciol. dated 15 April 2008.

International low interest loan or national sofifhdfor Haufu Fujin

Wind Farm and Huafu Mulan Wind Farm

http://www.chinapower.com.cn/newsarticle/1005/ne@8%504.asp

The threshold of policy change regarding the wighT projects caused by

implementation of State Council approved ReforrmRiaPower System in 2002

http://hy.stock.cnfol.com/070518/124,1469,298110&06tm|

http://www.ndrc.gov.cn/xwfb/t20050708 28096.htm

http://www.grchina.com/gb/greenpower/advise-0-5.htm

Grid-connected wind farms similar to the proposegjget in Heilongjiang province

http://www.cwea.org.cn/upload/200612391640820.doc
http://www.biox.cn/environ/200609/200609270252443@47 .shtml

China Electric Power Yearbook

The operational hour of a fossil fuel plant (5612its): China Electric Power
Yearbook2007, page626.

Trial Measures for the Administration of the Prigiof, and the Sharing of Costs in
Connection with, the Generation of Electricity UsiRenewable Energy Resources,
FAGAIJIAGE(2006) No.7

Recent tariff cap approval for the wind farms inr@hby NDRC on 3 December 2007
http://www.gov.cn/zwgk/2008-02/19/content_89293m ht

The proposed project is located in an area natisigitfor developing the hydro power
http://www.sinoct.com/hometown/homeshow.asp?id=9583

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

EB39/41 Guidelines on financial analysis, projeetrsng date and CDM
consideration.

OM and BM updated to NDRC data of 30 December 2008.
Methodology changes from version 07 to version 08

CDM Validation—-DNV Report No. 2008-9256, rev. 01 5
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3.2 Follow-up Interviews with Project Stakeholders

On 3 December 2008, Zhang Xiaojun Johnsen and WKing Neil from DNV
performed interviews with project stakeholders émfem selected information and to
resolve issues identified in the document revi@MV did not perform site visit for
Heilongjiang Huanan Hengdaishan East (II) Wind PoRmject since the proposed the
project is under preparation and installing andudeoents such as the design /4/ /1/, was
sufficient and it was deemed that no site visit wasessary.

Date Name Organization Topic
/40/ 3 Li Gang China Fulin » Baseline determination of the project
December Hy Fang ~ Windpower > Applicability of selected methodology ACMO0002
2008 Development » Issues related to the additionalit
Corporation ) ) y
» Common practice analysis
» Emission reductions calculation
» Emission reduction monitoring plan and project
management
41/ 3 Chen Huanan Longyuan » Information of project construction
December Qiang Wind Power Co., > The development of wind-power project in
2008 Ltd. province the project located

» The approval status (incl. EIA approval, the
feasibility study report approval, CDM project
approval)

Project management

Emission reduction monitoring plan

Consulting process for stakeholder’'s comments
Investment risks and barriers

YV V V V

3.3 Resolution of OQutstanding Issues

The objective of this phase of the validation wasrésolve any outstanding issues
which need be clarified prior to DNV’s positive abmsion on the project design. In
order to ensure transparency a validation proti&austomised for the project. The
protocol shows in transparent manner criteria (reguents), means of verification and
the results from validating the identified criterighe validation protocol serves the
following purposes:

» It organises, details and clarifies the requirementCDM project is expected to
meet;

* It ensures a transparent validation process wineredlidator will document how a
particular requirement has been validated anddbeltrof the validation.

The validation protocol consists of three tablelse Tifferent columns in these tables
are described in the figure below. The completedidation protocol for the
Heilongjiang Huanan Hengdaishan East (II) Wind PovReoject is enclosed in
Appendix A to this report.

CDM Validation—-DNV Report No. 2008-9256, rev. 01 6



DET NORSKE VERITAS

i3

VALIDATION REPORT —
DN

o)
é

Findings established during the validation canegithe seen as a non-fulfilment of

CDM criteria or where a risk to the fulfilment ofrgpect objectives is identified.

Corrective action requests (CAR) are issued, where:

i) mistakes have been made with a direct influencgroject results;

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

iii) there is a risk that the project would not be ata@@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.

CDM Validation—-DNV Report No. 2008-9256, rev. 01 7
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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 provio&d, @
Corrective Action Reguest (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 question is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist | Examples of meang conformance to | compliance with the
different sections, guestion or | of verification are | the question. It is | checklist question (See
following the logic of the| item is document review | further used to below). A request for
large-scale PDD found. (DR) or interview | explain the clarification (CL) is used
template, version 03 - in (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
question in table 2

Summary of project
owner response

Validation conclusion

If the conclusions from thg
draft Validation are either
a CAR or a CL, these
should be listed in this
section.

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

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

section.

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

Conclusion”.

Figure 1 Validation protocol tables

CDM Validation—-DNV Report No. 2008-9256, rev. 01
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3.4 Internal Quality Control

The final validation report underwent technicaliesw before requesting registration of
the project activity. The technical review was peried by a technical reviewer
qualified in accordance with DNV’s qualification heme for CDM validation and

verification.

3.5 Validation Team

Type of involvement
2 X
AN
> = 2 |5 © c
12 € |2 |28 |e
First
Role/Qualification| Last Nameé Name Country| © | ® | | & |+ | W
Project Manager/ | Zhang Xiaojun, | China [V [~ [+
CDM validator Johnsen
CDM validator/ Deng Cuiping China N N
technical team
leader/Meth
Expert
GHG Wang Ning Neil| China \
Auditor(applicant)
Technical Sharma Anjana India N
Reviewer (Final
report)
Technical Tang Zhiang China V
Reviewer (Walter)
(applicant, draft
report)

The qualification of each individual validation teanember is detailed in Appendix B

to this report.

CDM Validation—-DNV Report No. 2008-9256, rev. 01
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4 VALIDATION FINDINGS

The findings of the validation are stated in thikofeing sections. The validation criteria
(requirements), the means of verification and #®ults from validating the identified
criteria are documented in more detail in the \al@h protocol in Appendix A.

The final validation findings relate to the projeletsign as documented and described in
the revised and resubmitted PDD version 5.0 da2eldebruary 2009.

4.1 Participation Requirements

The project participants are Huanan Longyuan Wionsvé® Co., Ltd. of China and
Essent Trading International S.8f Switzerland. The host party China and Annex rtya
Switzerland meet the requirements to participat¢hen CDM. Both have ratified the
Kyoto Protocol and established a DNA as per théiggpating requirements for CDM
under the Kyoto Protocol.

The letter of approval (LoA) /2/ from the DNA of ®l, authorizing Huanan Longyuan
Wind Power Co., Ltd. as the project participant andfirming that the project assists
Chinese sustainable development, was issued oredé@niber 2008.

The letter of approval (LoA) /3/ from the DNA of 8werland, authorizingessent
Trading International S.Aof Switzerland as project participant, was issued 1®
December 2008.

The validation did not reveal any information /244t indicates that the project can be
seen as a diversion of official development asst#dODA) funding towards China.

4.2 Project Design

The Heilongjiang Huanan Hengdaistzest (11) Wind PowelProjectis located on the
Hengdai Mountain in Huanan District, Jiamusi Cityeilongjiang Province. The
geographical coordinates of the wind farm is lomggt 130°09.958’, and northern
latitude 46°17.038".

The project involves installation and operation2df wind turbines (3 set Gamesa58-
850 kW and 21 set Gamesa52-850 kW) with 850 kW ceniacities, manufactured by
Gamesa Eodlica in Tianjin. DNV checked all paramsetef the turbines from PDD
against FSR /4/ to be able to confirm the conststeiihe total installed capacity of
proposed project activity is 20.4 MW. It is expettdat the proposed project will
supply approximately 42 338 MWh net electricity gear at a plant load factor (PLF)
of 23.7% /4/ to NECPG. The electricity generatednfrthe project using unit
connection mode of one-turbine-one transformer, ctwvhwill utilize a 900 kVA
converting box to switch 35 kV linked to the 110 Isdbstation in the Heilongjiang
Huanan Hengdaishan east wind farm, and then detivierthe Northeast Power Grid by
Huanan substation NECPG. The project system boundacludes the project
geographical location and NECPG.

Being a renewable electricity project, the projectivity will generate greenhouse gas
(GHG) emission reductions by avoiding £@&missions from electricity generation by
fossil fuel power plants.

CDM Validation—-DNV Report No. 2008-9256, rev. 01 10
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The project activity start date has been verifigdNV corresponding to wind turbines
purchasing agreement dated 29 February 2008 /82¢ shis is the earliest date when
PP made the commitment to expenditure. The prgestirting date is therefore 29

February 2008 /32/.

The expected operational lifetime of the projedivity is 20 years /4/. A renewable
crediting period of 7 years has been chosen fopthgct, starting on 1 July 2009. The
emission reductions are estimated to be on averag@ 426 tCQelyear and
338 982 tC@e over the renewable seven-year crediting period.

4.3 Baseline Determination

The project correctly applies the approved basetmhodology ACMO0002 (version
08), titled “Consolidated methodology for grid-ceated electricity generation from

renewable sources”

The applied baseline methodology is justified asias been demonstrated that the
project activity ensures that:

* Itis a new grid connected zero emission reneweldetricity capacity additions
from wind energy. DNV was able to verify the powmmrchase agreement for
the proposed project signed between the projecteovand Jiamusi City
Electricity Bureau signed in July 2008 /20/.

» It does not involve switching from fossil fuel tenewable energy at the project

site.

« The project is connected to NECPG which geograplaicd system boundaries
are clearly identified and information on the cluéeastics of this grid is

available.

The spatial extent of the project boundary is dyedefined as the site of project activity
and all power plants connected physically to NEGReuding Liaoning, Heilongjiang

and Jilin power grids, to which the project is ceai@d. This is in line with the
delineation of grid boundaries as provided by thgADof China /24/. The defined

project boundary is in line with ACMO0002 (versio8)0

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

GHGs involved

Description

Baseline emissions

GO

The baseline emission factor for the project is deterchiee
ante as a combined margin, consisting of operating ma

rgin

(OM) and build margin (BM) of NECPG. The combined margin

(CM) of the project is 1.1438C0O, /MWh. Thus, the baselin
emissions are expected to be 4B6tCO, elyear.

e

Project emissions N/A Project emission is regardeceas as the project is a
renewable energy (wind source) project.
Leakage N/A There are no leakages that need to be consideapglying

this methodology.

The baseline scenario is as the following sincgeptaactivity is the installation of a

CDM Validation—-DNV Report No. 2008-9256, rev. 01 11
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new grid-connected renewable power plant/unit as\@MO0002 version 08:
Electricity delivered to the grid by the project wid have otherwise been
generated by the operation of grid-connected paplants and by the addition of
new generation sources, as reflected in the conbmargin (CM) calculated
described in the “Tool to calculate the emissioctéa for an electricity system”.

In the baseline scenario, the electricity delivefiein the project activity to the grid,
would have been generated by fossil fuels grid-eoted power plants and by the
addition of new generation sources. This is refldch the combined margin (CM) - the
weighted average of the operating margin (OM) eimis$actor and the build margin
(BM) emission factor. The weighting is set to regpely 75% and 25%, the default
values stipulated by ACMO0002 version f@8 wind farm projects.

The NECPGis dominated by coal-fired power plants.is deemed likely thatoal-fired
power plantswill continue to dominate the power sector du¢him local availability of
low-cost coal. It is expected that renewable capamiditions will not have significant
effects on the mix of the NECPG during the firgditing period.

The baseline determination is transparent and nede.

4.4 Additionality
The additionality of the project has been establishusing the Tool for the
demonstration and assessment of additiorialigrsion 05.2 approved by the CDM-EB.

4.4.1 CDM consideration and continued action to secure CM status

The project activity starting date has been vatiftesy DNV corresponding to turbine
purchase and supply contract between Huanan LongWiad Power Co., Ltd. and
GAMESA wind (Tianjin) Co., Ltd. 29 February 20081/3and the commencement of
validation (date of publication of the PDD for sttiolder) was on 30 October 2008.
DNV has assessed and verified the evidence andlinendor serious CDM
consideration of the project activity in accordamcth EB41 annex 46 as follows:

- The FSR financial analysis /6/ conducted by ChiRalin Windpower
Development Corporation in December 2007, shows ttiea lower 7.22% IRR
presented a financial barrier for PP, so PP wagesigd to consider CDM benefit
in FSR planning stage.

- Board directors’ consideration of CDM revenues tli the financial barrier was
on 5 February 2008 /17/.

- The turbine supply contract between Huanan Loagywind Power Co., Ltd.
and GAMESA wind (Tianjin) Co., Ltd. on 29 Febru&908 /31/.

The project participants tried to secure CDM staitusparallel with its physical
implementation:

- The project owner authorized “China Fulin Windmow Development
Corporation” as sole CDM agent on 20 March 2008./18
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- Application for construction start plan for Heilgjiang Huanan Hengdaishan
East (II) Wind Power Project by Huanan Longyuan &VFPower Co., Ltd. dated
15 April 2008 /33/.

- The PDD was prepared and global stakeholder dtatism started on 30
October 2008.

4.4.2 ldentification of alternatives to the project activty

The proposed project started validation with versfoof the ACM0002, but now the
PDD has been revised in accordance with the lagrsion. No re-webhosting of PDD
was required as per decision in of the CDM ExeeuBward in EB-43 meeting. DNV
would also like to mention that the updating of PB®per the latest methodology has
not affected the project (ER calculation etc).

Four realistic and credible alternatives to thggmbactivity are considered:

a) The proposed project not undertaken as a CDM prajgovity ;

b) The fossil fuel-fired plant with the same annuactiicity output as the proposed
project;

c) Other renewable energy project with the same aneletricity output as the
proposed project;

d) Continuation of the current situation, i.e. proeisiof equivalent amount of annual
power output by the NECP@id.

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

Alternative (b): As required by the “Tool for theerdonstration and assessment of
additionality”, DNV was able to verify that the tineal power plants with installed
capacity less than 135 MW are strictly prohibit@®//in the areas that are covered
under the large grids like provincial grids. It halso been verified that the non-
compliance of the above mentioned law is not a compractice in China. Hence, this
alternative has been completely eliminated fronthierr discussions.

Alternative (c): DNV was able to confirm that theoposed project is located in the
region which has no other exploitable sources néwable energy such as hydropower
since thehypsography of the area is fll89/ and the project owndias no experience and
ability to develop other renewable energy powerngdal9/. For biomass and
geothermal energy in China, biomass and geothepmakr generation technology is
still in the demonstration phase and can bring gdgr economic benefits, which is
difficult to be operated without policies & finaatisupport /30/. For the solar energy,
the technology and financial barriers prevent immatation of those kinds of projects
in the area of the proposed project /30/. The ealeveferences have been verified by
DNV.

Alternative (d): Continuation of current electnicgupply from the grid is in compliance
with all mandatory laws and regulations in the hosuntry, does not involve any
additional investments and also does not face anyel.

Hence, only alternative (a) and alternative (d)dnedurther analysis.
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4.4.3 Investment analysis: Choice of approach

As the project generates economic benefits thrabhghsales of electricity other than
CDM related income and the alternative does noblirer investments, a benchmark
analysis is justified for the project.

4.4.4 Investment analysis: Benchmark selection

It has been compared against the benchmark of 8%r ax) for project-IRR. DNV
was able to verify that in China, for projects itwng investment in the energy
generation units including hydropower plants, fofsel fired plants and wind farm
projects, minimum project-IRR (after tax) of 8% /T@&n be expected. This benchmark
is still valid and the most recent one; and mosisielity Study Reports (FSR) in China
uses this document as reference for selectingehetmark.Hence, the same has been
selected as the benchmark for the proposed project.

4.4.5 Investment analysis: Input parameters

DNV has verified all the input values used for tliRR calculations. It has been
confirmed that the input values have been sourcenh the FSR /4/. The financial
calculations and assumptions have been assessed as:

B The period of financial assessment (project IRRRGsyears; reflecting the
period of expected technical lifetime;

B The fair value of the project activity is 4% ofginal vale of the fixed assets at
the end of the assessment period and it is incladeal cash inflow in the final
year,;

B The cost of financing expenditures (i.e. loan repagts and interest) is verified
as not being included in the calculation of proj&i;

B Operating and maintenance cost reflect the locadtme.

B All formulas used in this analysis be readable alhdelevant cells be viewable
and unprotected;

Furthermore, DNV would also like to mention thatRF$ China is required to be
developed by a third party which is accreditedtfos task directly by the government.
An approval letter of FSR is issued by the govemnanly after it passes the public
assessment of the sector experts designated byotlegnment. Hence, a FSR can, in
our opinion, be regarded as an accurate and trustyvaeport coming from a
recognized entity. In context of the proposed mogetivity, the FSR was prepared by
China Fulin Windpower Development Corporation adisel by NDRC and FSR
approved byProvincial Development and Reform Commission or-&Bruary 2008.

The FSR of the proposed project was approved byiftial Development and Reform
Commission on 19 February 2008 /4/ which is 10 dayer to the decision to proceed
with the project activity (i.e. the start date bdetproject) which was on 29 February
2008 /32/. Given this relative short period of tibmetween approval of the FSR and the
decision to proceed with the project activity ituslikely in the context of the project
that the input values would have materially changad that it is thus reasonable to
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assume that the FSR has been the basis of theotetmgproceed with the investment in
the project.

Furthermore, the input parameters used in the ¢iahanalysis of the proposed project
were also compared with other similar CDM wind fampnojects developed in
Heilongjiang province and validated by DNV by comipg investment costs per MW,
electricity tariff, plant load factor (PLF), perdage of O&M costs relative to total
investment costs, etc. Based on the informatioifigdr DNV is of the opinion that the
all compared parameters are in reasonable rangesldition, by applying our sectoral
competence, DNV was able to confirm that the inpartameters used in the financial
analysis are reasonable and adequately represeattmomic situation of the project.

4.4.6 Investment analysis: Calculation and conclusion

The IRR calculations were provided in a spreadsk#eThe calculations were verified
and found to be correct by DNV. The assumptions us¢he calculations were deemed
to be correct by DNV. The project-IRR without CDMvenues is 7.22%, which
confirms that the project in the absence of CDM diésm and compared to the
benchmark of 8% /16/ is not financially attractivgith CER revenues the project IRR
increases to 10.77%, which is above the benchmark.

4.4.7 Investment analysis: Sensitivity analysis

Moreover, a sensitivity analysis was carried outgdarameters contributing more than
20% to revenues or costs in order to check thestoless of the financial analysis.
Reasonable variations of the total investment, ahoperational and maintenance costs,
and electricity output and on-grid tariff were cked by calculating the variation
necessary to reach the benchmark and then disgubsrikelihood for that to happen.
None of the parameters in the sensitivity analgsésconsidered to have any significant
positive correlation.

DNV was able to verify that the project IRR willuch the benchmark only if the above
mentioned parameters change by values as mentimied:

Variation of the parameter indicator needed
Key Indicators to reach benchmark
Investment costs -5.6%
Operation and maintenance cost -34.5%
Electricity tariff 5.55%
Electricity generation 6.4%

The proposed project is an un-tendering projectenthie tariff is fixed for a long term
according to China’s Management Rules on tariffiessby NDRC /37/. The tariff of
the un-tendering projects should be determinedchbygbvernment with reference to the
tariff of tendering wind projects. The tariff /38&cently approved in Heilongjiang
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province shows: it is very difficult that the adtaariff will be higher than the expected
tariff of 0.5622 Yuan /38/. A 5.55% increase inffas unrealistic.

DNV was able to confirm that a 5.6% decrease irestiment costs is unlikely to
happen. The cost of turbines, engineering/constmietnd related accessories forms the
main part of the project investment (as 81.39%hef tbtal investment of the proposed
project goes towards purchase and installationlentigc equipments (wind turbines and
transformers). And according to FSR /4/, the cdstthese components has been
increasing in recent year’s /28/. Similarly, itriet realistic that the annual O&M cost
decreases by 34.5%.

The supplied power reflects the annual generatidput of the proposed project, which
depends on the average wind speed at the projectfasi a specific wind turbine.
According to FSR /4/, the annual output is estimabased on over 10-years of
meteorological data of the wind resource in logaba(1996 to 2006) and onsite wind
resources measurement. Based on this informathe,stipplied power is likely to
fluctuate only within a small range. Assuming a% .df increase is thus unrealistic.

Analysis above shows that unrealistic favorablewsirstances would be needed for the
IRR to reach the benchmark. Therefore the projeatat financially attractive. This
demonstrates that the project activity would noinbelemented without the CDM.

In conclusion, the investment analysis and seitsitassessment have shown that the
project activity is not the most financially atttiae option.

4.4.8 Common practice analysis

DNV verified from all sources /35/ available thdtete are only two wind farms

constructed since 2002 (2002 is a threshold fonewnc reform in electricity sector

/34/) in Heilongjiang province without revenuesnra@CDM. It shows that both wind

farms enjoyed higher electricity tariff (almost 40Btgher than current tariff) and

favorable policies and are funded by internatidoad interest loan or national soft loan
/33/ that are impossible for the proposed wind fgroject. Therefore the project
activity can not be said to represent common practin summary, it is sufficiently

demonstrated that the project is not a likely aelias scenario and that emission
reductions occurring from this will hence be adufifl.

4.5 Monitoring

The project applies the approved monitoring methaglo ACM0002 version 08

“Consolidated monitoring methodology for zero enars grid-connected electricity
generation from renewable sources”. The selectechitorolg methodology is

applicable for the project activity as it involvegid-connected renewable power
generation using wind energy. The monitoring plan im accordance with the
monitoring methodology. The monitoring plan will vgi opportunity for real

measurements of achieved emission reductions.
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Monitoring of sustainable development indicatorsia$ required by the Chinese DNA.
The environmental impacts are considered minor witidoe monitored by the local
environmental authority during the project lifetime

45.1 Parameters determined ex-ante

The combined margin emission factor is determieréintebased on the most recent
information available. More detailed informatiorpiovided below.

4.5.2 Parameters monitored ex-post
The methodology requires monitoring of the follog/ifor wind farm projects:
* Electricity generation from the proposed projctivity;

» Data needed to recalculate the operating manmgiisseon factor, if needed, based on
the choice of the method to determine the operatiaggin (OM), consistent with “Tool
to calculate the emission factor for an electrisjygtem, version 01.1";

» Data needed to recalculate the build margin eariggctor, if needed, consistent with
“Tool to calculate the emission factor for an eledty system, version 01.1”;

The operating margin and build margin emission dacire determinecex-ante
therefore the parameter monitorex-postis the electricity generation from the
proposed project activity. The electricity genedateom the project will be calculated
based on the direct measurement of M1 for propgsejgbct and existing two other
wind farm projects and the E®f the proposed project is obtained by proportiona
dividend of that calculation result. The accuratyhmse meters are 0.5s, bidirectional;
installed in the transformer substation on hourdsib and recorded monthly at the
substation (interconnection facility connecting faeility to the grid). This data will be
cross verified against the sales receipt from tigk g

Calibration is annually carried out by the Heildagp Electric Power Company with
the records being provided to the project owned, these records will be maintained by
the project owner and will be provided to the deaigd third party.

If any errors are detected, the party owning théemghall repair; recalibrate or replace
the meter and give the other party sufficient retic allow a representative to attend
during any corrective activity.

4.5.3 Management system and quality assurance

Monitoring tasks must be implemented accordingh® monitoring plan in order to
ensure that the real, measurable and long-termngoese gas (GHG) emission
reductions for the proposed project is monitored i@ported.

The personnel training plan /22/ and managementogedation manual /23/, including
responsibilities and authorities for project mamaget, procedures for monitoring and
reporting, QA/QC procedures, procedures for calibnaof metering equipment and
training, were verified.

The reading of the electricity meter will be houmygasured and monthly recorded. The
project developer will establish a CDM team, théinea of which is shown in the PDD,
and a project management and operation manualsasiloed below:
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The operational manager will collect the informatiand data required by the
monitoring plan. The collected information will becorded and sent to the CDM
project manager and the responsible staffs on athiyomasis. The CDM project
manager will be in charge of the implementatiorthef monitoring plan and report to
the general manager who will verify the calculasi@md reports.

The project management and operation manual centpimecedures for tracking

information. All paper-based information will beostd by the project owner. Detailed
procedures are expected to be in place prior tetdm of the crediting period to enable
subsequent verification of emission reductions. fglevant documents will be kept for
at least two years after the end of the creditiewgopl.

4.6 Estimate of GHG Emissions

The emission reduction ERby the project activity during the crediting peties the
difference between baseline emissionsjBRroject emissions (REand emissions due
to leakage (1), as follows:

1) Baseline emissions: baseline emissions, (BECO,) are the product of the baseline
emissions factorHFgria.cmy in tCO,/MWh) times the electricity supplied by the project
activity to the grid EG, in MWh).

2) Project emissions: there are no emissions froenproject which is a renewable
energy project.

3) Leakage: no leakage has to be considered fqrtposed project activity.

The baseline emission factor for the project iedrinedex-antein line with the Tool
to calculate the emission factor for an electrigfpstem /10/ as a combined margin,
consisting of combination of the operating margdM) and build margin (BM). The
weightswom andwgy are selected as 0.75 and 0.25, respectivelyjmadaged for wind
project by ACM0002 (version 08).

The date for global stakeholder consultation wag8@mctober 2008 and the proposed
project activity adopts data vintage of revised @l BM up to year 2006 as published
in the Yearbooks of 2007.

For the operating margin (OM) emission factor, dean@PM was selected. The low-
cost/must-run resources constitute less than 50%eoftotal grid generation as it is
shown that 2002 to 2006 the proportions of low-tn8st run resources are 5.44%,
4.72%, 6.46%, 8.28% and 5.7% respectively. Aggeshageneration and fuel
consumption data are used due to the fact that syueeific data for the power plants
are not available in the NECPG (option C). Cousirgcific data for net calorific value
of each type of fossil fuel, country specific d&aa emission factors for the fuel, IPCC
2006 default values for the oxidation factor /16fach type of fossil fuel and the total
electricity delivered to the NECPG were selected deemed reasonable. OM was
calculated to be 1.2561 tG&IMWh as a generation weighted average for thesyear
2004, 2005 and 2006.
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Because plant specific fuel consumption and elgttrgeneration data is not publicly
available in China, Following the EB’s guidance theild margin is calculated as
follows following the EB’s guidance/14/:

- Use of capacity additions from the years 1999 t0628 chosen and represents
23.81% of the total installed capacity.

- Use of weights estimated using installed capacitplace of annual electricity
generation. Thermal power plant accounts for 87.3246 of the total installed
capacity additions in this period. Since specittadfor each technology is not
available, the fraction of fuels (coal 98.70%; matgas 0.22%; oil 1.08%) /24/
was estimated from the G@tensity for the fuels used in NECPG.

- Use of the efficiency level of the best technolagynmercially available in the
provincial/regional or national grid of China, az@nservative proxy, for each
fuel type in estimating the fuel consumption. ThEs37.28% for coal power
plants and 48.81% for oil power plants and gas piants.

The official supporting documentation has beenfieati BM is calculated to be 0.8068
tCOe/MWh. The combined margin of 1.1438 t&®Wh is fixed ex-antefor the entire
first crediting period. According to the feasilylistudy of the proposed project, the net
electricity generated is approximately 42 338 MWid ahe emission reductions are
hence 48 426 tC{&/year.

The GHG calculations are complete and transpat@md, their accuracy has been
verified. No other project emission or leakage sesrcontributing more than 1% and
not mentioned by the methodology have been found.

4.7 Environmental Impacts

An Environmental Impact Assessment (EIA) has bemrdacted according to Chinese
law & regulation. The potential environmental imfgalcave been sufficiently identified.
No significant environmental impacts are expecteunfthe project activity. The EIA

was approved by Environmental Protection Bureadeifongjiang Province on 22 May
2006 /5/.

4.8 Comments by Local Stakeholders

A stakeholder consultation process has been pegfbimrough open public survey and
stakeholders’ conference. Huanan Longyuan Wind Pdde, Ltd. carried out open
public survey when one-page questionnaire was tesedrry out a survey on the local
villagers during April-June. A summary of commersi$rovided and has been verified
by DNV /27/.The survey had a 100% response rate and thereadverse comments
on the project activity, and mostly representativese supportive of the project.

A stakeholders’ conference /27/ during April-Jur@®was held in a hotel of Hunan
County, representatives from local government ¢2nflocal environmental protection
bureau; 2 from electricity grid and 1from local DR&hd 4 nearby villagers expressed
their supportive opinion for the proposed project.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD version 3.0 of 20 October 2008 was maddigitavailable on UNFCCC'’s
website
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(http://cdm.unfccc.int/Projects/Validation/DB/82H@R8HDM81027VDBNMWFUGWZB
9T/view.html ) and Parties, stakeholders and NGOs were throughCiblél website
invited to provide comments during a 30 days pefrodh 30 October 2008 - 28 Nov
08.

No comments were received.
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Table 1 Mandatory Requirements for Clean DevelopmenMvechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included in Aninexachieving compliance with | Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment undgr 3.
2. The project shall assist non-Annex | Parties inticoating to the ultimate Kyoto Protocol Art.12.2. CARE
objective of the UNFCCC. OK
3. The project shall have the written approval of wbéuy participation from the Kyoto Protocol CARL
designated national authority of each Party inviblve Art. 12.5a, OK
CDM Modalities and Procedures 840a
4. The project shall assist non-Annex | Parties inecdhg sustainable developmentKyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoathty thereof. CDM Modalities and Procedures 840a
5. In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resulEDM Modalities and Procedures
in a diversion of official development assistanod & separate from and is not | Appendix B, § 2
counted towards the financial obligations of thRadies.
6. Parties participating in the CDM shall designatetional authority for the CDM. CDM Modalities aRdocedures 8§29 OK
7. The host Party and the participating Annex | Pahgll be a Party to the Kyoto | CDM Modalities §30/31a OK
Protocol.
8. The participating Annex | Party’s assigned amotatlshave been calculated andCDM Modalities and Procedures 831b OK
recorded.
9. The participating Annex | Party shall have in placeational system for CDM Modalities and Proced@@lb OK
CDM Validation—-DNV Report No. 2008-9256, rev. 01 A-1
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Requirement

Reference

Conclusion

estimating GHG emissions and a national registgccordance with Kyoto
Protocol Article 5 and 7.

About additionality

10.Reduction in GHG emissions shall be additionalrty #at would occur in the
absence of the project activity, i.e. a CDM projdivity is additional if
anthropogenic emissions of greenhouse gases bgesoare reduced below thos
that would have occurred in the absence of thestexgid CDM project activity.

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

OK

About forecast emission reductions and environmentampacts

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

Kyoto Protocol Art. 12.5b

OK

For large-scale projects only

OK

12.Documentation on the analysis of the environmdntphcts of the project
activity, including transboundary impacts, shallsbémitted, and, if those impac
are considered significant by the project partiotpaor the Host Party, an
environmental impact assessment in accordancepngtedures as required by t
Host Party shall be carried out.

CDM Modalities and Procedures 837c
ts

he

OK

About stakeholder involvement

13.Comments by local stakeholders shall be invitesiyramary of these provided ar
how due account was taken of any comments received.

1cCDM Modalities and Procedures 837b

OK

14.Parties, stakeholders and UNFCCC accredited NG@lslshve been invited to
comment on the validation requirements for minim@@rdays, and the project

CDM Modalities and Procedures 840

design document and comments have been made gubliilable.

OK
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Requirement Reference Conclusion
Other
15.The baseline and monitoring methodology shall lewipusly approved by the | CDM Modalities and Procedures §37e OK
CDM Executive Board.
16. A baseline shall be established on a project-sipdudfsis, in a transparent manneCDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and
circumstances.
17.The baseline methodology shall exclude to earn JBRdecreases in activity | CDM Modalities and Procedures 847 OK
levels outside the project activity or due to forcajeure.
18.The project design document shall be in conformavitethe UNFCCC CDM- | CDM Modalities and Procedures OK
PDD format. Appendix B, EB Decision
19. Provisions for monitoring, verification and repagishall be in accordance with | CDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accordsralevant decisions of the
COP/MOP.
A-3
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Table 2 Requirements Checklist
CHECKLIST QUESTION a— Final
* MoV = Means of Verification, DR= Document Reviels, Ref. i MoV* COMMENTS Corr?cl Ctlnrr]il
Interview : :

A. General Description of Project Activity
The project design is assessed.

A.1. Project Boundaries

Project Boundaries are the limits and borders diefj the
GHG emission reduction project.

A.1.1. Are the project’s spatial boundaries /1/ | DR The project is located on the Hengdai OK

(geographical) clearly defined? | | Mountain in Huanan District, Jiamusi City,
Heilongjiang Province. The geographical
coordinates of the wind farm is longitude

130°09.958 and northern latitude 46°17.038

4

A.1.2. Are the project’s system boundaries (componentgl/ DR The project system boundary includes the OK
Sn? fagllltles used to mitigate GHGs) clearly | project geographical location and NECPG.
efined?

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

A.2.1. Which Parties and project participants are /1/ DR China and Switzerland are the two Parties OK

*MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revielx, Ref. iMoV* | COMMENTS prett AL
. Concl. | Concl.
Interview
participating in the project? 12/ participating in the proposed project activity.
13/ China is hosting the project and Switzerland
is the Annex | Party.
The project participants anguanan Longyua
wind Power Co., Ltd. from the host country,
China andEssent Trading International S.Af
Switzerland.
A.2.2. Have all involved Parties provided a validand  /1/ DR @ The letter of approval from the DNA of OK
complete letter of approval and have all China has not been obtained.

private/public project participants been authorized

by an involved Party? The letter of approval from the DNA of

Switzerland has not been obtained. And t
confirmation regarding voluntary
participation by DNA of Switzerland needs
to be provided.
The letter of approval from the DNA of
China confirming the project being in line
with the sustainable development policies of
host country has not been received.

A.2.3. Do all participating Parties fulfil the participati  /1/ DR | The Republic of China has ratified in Kyot&AR%  OK

requirements as follows: Protocol on 30 August 2002, and established
- Ratification of the Kyoto Protocol a DNA; National Development and Reform
- Voluntary participation Commission of the People's Republic of

China.

- Designated a National Authorit
g Y DNA of Switzerland: Federal Office for the

* MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. |MoV* | COMMENTS gﬁg ('::c')?]acll
Interview ’ '
Environment (FOEN), Climate Unit on
ratification of the Kyoto Protocol on 09 July
2003.
However, both Parties are required to provide
the confirmation of voluntary participation in
the proposed project activity.
A.2.4. Potential public funding for the project from /1/ | DR Based on the proposed project approval from OK
Parties in Annex | shall not be a diversion of the government /4/, the total investment will
official development assistance. be financed from the capital of the project
owner for 40% and domestic bank loan for
60%. The validation did not reveal any
information that indicates that the project ¢an
be seen as a diversion of official development
assistance (ODA) funding towards the 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 /4] = DR Yes. The project design engineering reflects OK
current good practices? current good practices in Chirecause the
wind  turbine  (Gamesab58-850kW  anhd
Gamesa52-850kW) used by the proposed
project is the primary production of Gamesa

* MoV = Means of Verification, DR= Document Review, Interview
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DET NORSKE VERITAS

VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, = Ref. MoV* COMMENTS Corr?cl Cclyrr]1ac|
Interview : :

Edlica who has set up the subsidiary company
to produce the wind turbines in Tianjifihe
main characteristics ofGamesa Eodlica’'s wind
turbines are their robustness, adaptability,
reliability and maximum performance on all
types of sites and in all types of winds.

A.3.2. Does the project use state of the art technology gy pR The 24 sets of wind turbines (21 sets oEL1 OK

would the technology result in a significantly /4] | Gamesa58-850kW and 3 sets of Gamesab52-
better performance than any commonly used 850kW) state of the artwith a nominal
technologies in the host country? capacity of 850 KW will be used in the

proposed project, providing a total capacity, of
20.4 MW and annual net electricity generation
is expected to bapproximately42.338GWh
to NECPG.

So the wind turbines are state of the art
technology in China.

The plant load factor is needed in the PDD.

A.3.3. Does the project make provisions for meeting . /1/ DR  Yes. The training schedule has been provided OK
training and maintenance needs? 22/ | by project owner and manufacturer.
123/

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 ofEARX Ok
assists it in achieving sustainable development? China confirming the project being in line

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS gﬁg ('::c')?]acll
Interview ’ '
12/ with the sustainable development policies of
host country has been not received.
A.4.2. Will the project create other environmentalor ~ /1/ DR @ Yes. The project will, among others benefits, OK
social benefits than GHG emission reductions? 14/ mitigate local environmental pollution caused
by coal-fired power plants and create local
employment opportunity.
B. Project Baseline

The validation of the project baseline establisivegther the
selected baseline methodology is appropriate anetiér the
selected baseline represents a likely baselineasazn

B.1. Baseline Methodology

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

B.1.1. Does the project apply an approved methodolagy1/ = DR @ Yes. The project correcthpplies ACMO002 OK

and the correct version thereof? /8/ (version 08) “Consolidated baseline
methodology for grid-connected electricity
generation from renewable sources”.

B.1.2. Are the applicability criteria in the baseline /1/ | DR Yes. The project is a capacity addition from a OK

methodology all fulfilled? /8/ renewable energy source and does not
involve on-site fuel switch from fossil fuels
to a renewable source.
The geographic and system boundaries for
the relevant electricity grid (NECPG) can be
clearly identified.

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION R— Final
* MoV = Means of Verification, DR= Document Reviel, | Ref. MoV* COMMENTS Corr?cl Ctlnrr]il
Interview : .

B.2. Baseline Scenario Determination

The choice of the baseline scenario will be vakdawith
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 @ As the project activity is setting up a new OK
wind power plant, the baseline scenario as

per the methodology ACMO0002, is
Electricity delivered to the grid by the
project would have otherwise been
generated by the operation of grid-
connected power plants and by the
addition of new generation sources, as
reflected in the combined margin (CM)
calculated described in the “Tool to
calculate the emission factor for an
electricity system”.
The grid the proposed project activity will be
connected is NECPG. The selected baseline
scenario in the PDD is the same.

B.2.2. What other alternative scenarios have been /1/ DR The alternative scenarios are listed asSck2 OK
considered and why is the selected scenario the ;g, follows:
most likely one? 126/ a) The proposed project activity undertaken

without being registered as a CDM
project activity;

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

CDM Validation—-DNV Report No. 2008-9256, rev. 01



DET NORSKE VERITAS

VALIDATION REPORT
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* MoV = Means of Verification, DR= Document Reviels,
Interview

Ref.

MoV*

COMMENTS

b) Construction of a fossil fuel-fired powe

plant with equivalent amount of annual

electricity output;

c) Construction of a power plant using

other sources of renewable energy w
equivalent amount of annual electricit
output;

d) Continuation of the current situation, i.e.
provision of equivalent amount of annual

power output by the NECPG grid.

For scenario (a), as demonstrated in sect
B3.1 below, it is not financially acceptab
because of its low IRR.

ion
e

It has been stated that the fossil fuel-fired

power plant scenario (b) with installe

capacity of less than 10MW (equivalent with
the proposed 20.4MW wind project) does

not comply with the Chinese law as therm

power plants with a capacity below 135 MW

are prohibited to be built in areas covered

large grids such as provincial grid according
to Chinese DNA’'s guidance for the

determination of grid boundaries.
DNV can confirm that for other renewak
sources like solar PV, geothermal &

d

al

by

le
nd

*MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DN W
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS gﬁg gér:]ill
Interview ’ '

biomass of the similar installed capacity as
the proposed project are alternatives far from
being attractive investment in China /30/.
The region where the proposed project. is
located has no other exploitable sources of
renewable energy such as hydropower /29/.
But the evidence for argument as lack of
hydropower resources in a large area than
County is required.

B.2.3. Has the baseline scenario been determined /1/ DR  Yes. OK
according to the methodology? /8/

B.2.4. Has the baseline scenario been determined usingi/ | DR = Yes. For CM calculation, the G@mission OK
conservative assumptions where possible? factors of the coal, oil and gas fuel-fired best

technology for power generation in China is
used as the Cemissions factors of the coal,
oil and gas fuel-fired power plant for BM
calculation.

B.2.5. Does the baseline scenario sufficiently take into /1/ = DR  Yes. The renewable energy law, sectoral OK
account relevant national and/or sectoral policies;,, policy and development trends in NECPG
macro-economic trends and political aspirations? have been taken into account.

B.2.6. Is the baseline scenario determination compatiblg1; = DR VYes. OK
with the available data and are all literature and
sources clearly referenced?

*MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS DIEL Al
. Concl. : Concl.
Interview
B.2.7. Have the major risks to the baseline been /1/ = DR | There are no significant risks to the baseline OK
identified? except the enforcement of the Chinese
renewable law. However, as this law is being
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 according to/1/ = DR @ The project additionality is demonstrated by oK
the methodology? /4/ |  applying the “Tool for the demonstration and
/6/ assessment of additionality” version 05.2.
/16/ Stepl. ldentification of alternatives to the

project activity consistent with current lav
and regulations

Sub-stepla. Define alternatives to the proj
activity:

Four alternatives to the project we
identified: a) The proposed project itself, k
not undertaken as a CDM project activity.
Construction of a fossil fuel-fired powwe
plant with equivalent installed capacity
annual electricity generation. ¢) Construct

ut
b)
or
or
on

*MoV = Means of Verification, DR= Document Review, Interview
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DNV

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

of a power plant using other renewa
energy with equivalent installed capacity
annual electricity generation. d) Equivale
electricity service provided by tivECPG

Sub-steplb. Consistency with mandatory
laws and regulations:

Among these, b) is not in compliance w
the legislations of China /26/, as the capa:
of the proposed project is less than 10 N
thermal power plants based on the rs
power operation hour’s ratio of 5612 hot
136/ for large thermal power plant and 2C
hours /4/ for the proposed project.

Barriers the other alternatives encounter:
c) is the potential scenarios consisting
hydro, biomass or solar or geothermal po
plant, among which hydro power alternat
is not feasible due to lack of water resour
in the location the project will be sited.

But the evidence for argument as lack
hydropower resources in a large area t
County is required.

Other alternatives such as biomass, solar

ble
or
nt

ith
city
W
ted
Irs
75

of
ver
ve
ces

of
han

&2
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DET NORSKE VERITAS

VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, = Ref. MoV* COMMENTS Corr?cl Cclyrr]1ac|
Interview : :

geothermal power plants will be difficult to
be operated without the support of policies
or financial incentives /30/.

Step 2: Investment analysis.

Sub-step 2a. Determine appropriate analysis
method

The proposed project will use the benchmark
analysis method based on project IRR: to
identify whether the financial indicators of
the proposed project is better than relevant
benchmark value according ool for the
Demonstration and Assessment of
Additionality (version05.2).

Sub-step 2b. - Option Ill. Apply benchmark
analysis

The benchmark analysis with the internal rate
of return of project as the indicator has been
selected. The benchmark of 8%tér tax for
the project IRR has been selected and
regarded as a benchmark for investments in
hydropower plants, fossil fuel fired plants
and wind farm projects according to Interim
Rules on Economic Assessment of Electrical
Engineering Retrofit Projects /16/.
Sub-step 2c. Calculation and comparison of GE3

* MoV = Means of Verification, DR= Document Review, Interview
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DNV

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

financial indicators

Based on the data from the FSR /4/,
project IRR without CER revenues has be
verified to be 7.22%, below the benchmark
8% /16/.

The financial calculations and assumptic
have been assessed as:

The period of financial assessment
(project IRR) is 21 years; reflecting the
period of expected technical lifetime;

The fair value of the project activity is
4% of original vale of the fixed assets
the end of the assessment period and
included as a cash inflow in the final
year;

The cost of financing expenditures (i.e
loan repayments and interest) is verifie
as not being included in the calculatior
of project IRR;

Operating and maintenance cost reflec
the local accounting principles.

All formulas used in this analysis be

the
2en
of

ns

at
itis

d

—

readable and all relevant cells be

*MoV = Means of Verification, DR= Document Review, Interview
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DNV

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

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

viewable and unprotected;

So the project IRR analysis is conside
correct and conservative.

DNV has verified the IRR calculatior
presented are in accordance with the E
latest guidance on the assessment of finar
calculations (EB38 - EB41), DNV confirmr
that:

a) DNV has verified all the input values us
for the IRR calculations. It has be
confirmed that the input values have be
sourced from the feasibility study repc

(FSR) /4] prepared by China Fulin

Windpower  Development  Corporatic
accredited by NDRC and FSR approved
Provincial Development and Refor
Commission on 19 February 2008

b) DNV has compared the input paramet
for the financial analysis included in the PC
with the parameters stated in the (FSR)
and was able to confirm that the valt
applied are consistent with the value state
the FSR /4/.

red

S
B’s
cial
S

ed
2N
ben
ort

n

by
m

ers
)D
14/
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din

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

CDM Validation—-DNV Report No. 2008-9256, rev. 01

16



DET NORSKE VERITAS

VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, = Ref. MoV* COMMENTS Corr?cl Cclyrr]1ac|
Interview : :

c) It is worthwhile to mention here that the

FSR of the proposed project was approved by

Provicial Development and Reform

Commission on 19 February 2008 which is
10 days prior to the decision to proceed w
the project activity (i.e. the start date of f
project) which was on 29 February 2008 /2
Given this relative short period of tin
between approval of the FSR and
decision to proceed with the project activity
is unlikely in the context of the project th

ith
he
2.
e
the
it
at

the input values would have materially

changed and that it is thus reasonable
assume that the FSR has been the basis ¢
decision to proceed with the investment
the project.

d)Furthermore, the input parameters use

to
f the
in

1 in

the financial analysis of the proposed project

were also compared with other similar CC
wind farm  projects  developed
Heilongjiang province and validated by DN
by comparing investment costs per M
electricity tariff, plant load factor (PLF
percentage of O&M costs relative to to

M
n
\Y
W,
tal
the

investment costs, etc. Based on

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* | COMMENTS gﬁg ('::Cl)rr]ill
Interview ' '

information verified, DNV is of the opinion
that the all compared parameters are in
reasonable ranges. In addition, by applying
our sectoral competence, DNV was able to
confirm that the input parameters used inthe
financial analysis are reasonable and

adequately represent the economic situation

of the project.

Sub-step 2d. Sensitivity analysis

Four variations are considered in following
sensitivity analysis: 1) Total investment; 2)
O&M cost; 3) Tariff; 4) PLF.

The proposed project is an un-tender
project while the tariff is fixed for a lon
term according to China’'s Manageme

Rules on Tariff issued by NDRC /37/. S

assuming a 5.55% of tariff increase
unrealistic.

DNV was able to confirm that 5.6% decree
in investment costs is unlikely to happen,
the cost of turbines, engineering/construct
and related accessories which forms the n
part of the investment has been increasin
recent year’s /28/. Similarly, it is not realis

ing

©

>nt

S

1se
as
ion
hain
gin
tic
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DET NORSKE VERITAS

VALIDATION REPORT DIN'W
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, = Ref. MoV* COMMENTS Corr?cl Cclyrr]1ac|
Interview : .
that the annual O&M cost decreases | by

34.5%.

The supplied power reflects the annual
generation output of the proposed project,

which depends on the average wind spee
the project site for a specific wind turbir
According to FSR /4/, the annual output
estimated based on over 10-years

meteorological data of the wind resource
local area (1996 to 2006) and onsite w
resources measurement. Assuming a 6.4¢
increase is thus unrealistic.

Analysis above shows that very unrealis
favorable circumstances would be needed

d at
e.

S
of
in
nd
o of

stic
for

the IRR to reach the benchmark. Therefore

the project is not financially attractive. Tt
demonstrates that the project activity wo
not be implemented without the CDM.

In conclusion, the investment analysis &
sensitivity assessment have shown that

project activity is not the most financially

attractive option.
Step 3: Barrier analysis.

is
Jld

ind
the

to

Barrier analysis has not been selected

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION R— Final
* MoV = Means of Verification, DR= Document Reviel, | Ref. MoV* COMMENTS Corr?cl Ctlnrr]il
Interview : .

demonstrate additionality.
Step 4: Common practice analysis.
In  common  practice, the source

http://www.newenergy.org.cn/html/2004-
12/20041605.html

http://61.159.10.158/detail.cfm?id=12524
http://www.sxjm.com/dIcy.htm cannot be
connected, so PP is required to provide
valid reference.

—

he

B.3.2. Are all assumptions stated in a transparentand /1/ DR Referto B3.1 OK
conservative manner?

B.3.3. Is sufficient evidence provided to supportthe = /1/ DR @ Referto B3.1 cL3 OK
relevance of the arguments made?

B.3.4. If the starting date of the project activity isbef = 1/ = DR @ The project activity start date has bee&t4 OK

the date of validation, has sufficient evidence = /4, | verified by DNV corresponding to turbine
been provided that the incentive from the CDM purchase and supply contract between
was seriously considered in the decision to Huanan Longyuan Wind Power Co., Ltd. and
proceed with the project activity? GAMESA wind (Tianjin) Co., Ltd. 29

February 2008 /31/ and the commencement
of validation (date of publication of the PDD
for stakeholder) was on 30 October 2008.
During the design period of the project, the
incentive from CDM has been seriously

*MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, = Ref. MoV* COMMENTS Corr?cl Cclyrr]1ac|
Interview : :

considered because of financial

unattractiveness of the proposed project as
mentioned in the FSR /4/, which has been
verified by DNV.

Regarding the EB41 requirement, evidence
needs to be provided to demonstrate that the
incentive from the CDM was seriously
considered in the decision to proceed with the
project activity and all CDM consideration
arguments should be included in section B.5

of 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 of default factors aatues
— where applicable — is justified.

B.4.1. Are the calculations docume_nted according to thegy/ DR | Project emission is regarded as zero as the OK
approved methodology and in a complete and project is a renewable energy (wind source)
transparent manner? . :

project according to methodology
ACMO0002.
B.4.2. Have conservative assumptions been used whery1/ DR | Not applicable. OK

calculating the project emissions?

* MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Revielw, | Ref. MoV* | COMMENTS ol
Interview . '
B.4.3. Are uncertainties in the project emission estimateg/ DR = Not applicable. OK

properly addressed?

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 thgq; = DR @ Baseline emissions have been calculated by OK
approved methodology and in a complete and /g, multiplying the net electricity supplied to thegl 5
transparent manner? grid and the emission factor of the grid.

The grid emission has been calculated as the
weighted average of operating margin (OM)

and build margin (BM).
The weightsmgy, and g, are selected as
0.75 and 0.25, respectively, as stipulated for
wind project by ACM0002 (version 08).
Clarification is requested as the most recently
available OM and BM data should be

adopted.
B.5.2. Have conservative assumptions been used whery1y pR Yes. The CQ emission factors of the coal, OK
calculating the baseline emissions? oil and gas fuel-fired best technology for

power generation in China is used as the CO
emissions factors of the coal, oil and gas fuel-

* MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS Corr?cl Cc')r:]acl
Interview ) '
fired power plant for BM calculation.
B.5.3. Are uncertainties in the baseline emission /1/ © DR | No significant uncertainties can be addressed OK
estimates properly addressed? for this project.

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 /1/ DR According to ACMO0002, potential leakage OK
according to the approved methodology and in ag/ effects, such as emissions arising from power
complete and transparent manner? plant construction and land inundation do not
need to be considered.
B.6.2. Have conservative assumptions been used wheryi/ = DR = Not Applicable. OK

calculating the leakage emissions?

B.6.3. Are uncertainties in the leakage emission /1/ = DR | Not Applicable. OK
estimates properly addressed?

B.7. Emission Reductions

The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.

* MoV = Means of Verification, DR= Document Review, Interview
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* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS ra ina
. Concl. | Concl.
Interview
B.7.1. Are the emission reductions real, measurable anghy pR  Yes. It is expected that the implementation of OK
give long-term benefits related to the mitigation the proposed project as planned would result
of climate change. in real, measurable and long-term benefits

B.8. Monitoring Methodology

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

B.8.1. Is the monitoring plan documented according to /1/ | DR | The monitoring plan is in accordance with OK
the approved methodology and in a complete angq, the approved monitoring methodology
transparent manner? ACMO0002 (version 08) “Consolidated

monitoring methodology for grid-connected
electricity generation from renewahle
sources” and is in a complete and transparent
manner.

B.8.2. Will all monitored data required for verification /1 | DR VYes. OK
and issuance be kept for two years after the end,g%,
the crediting period or the last issuance of CERs,
for this project activity, whichever occurs later?

B.9. Monitoring of Project Emissions

It is established whether the monitoring plan pde& for
reliable and complete project emission data oveeti

B.9.1 Does the monitoring plan provide for t /1/ | DR The project activity is renewable electricity OK
collection and archlvmg of all relevant data generation and hence no project emissions
necessary for estimation or measuring the

* MoV = Means of Verification, DR= Document Review, Interview
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* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Draft Fina
| ; Concl. : Concl.
nterview
greenhouse gas emissions within the project are expected to result from the project
boundary during the crediting period? activity.
B.9.2. Are the choices of project GHG indicators /1/ © DR | Not applicable. OK
reasonable and conservative?
B.9.3. Is the measurement method clearly stated for eagly = DR = Not applicable OK
GHG value to be monitored and deemed
appropriate?
B.9.4. Is the measurement equipment described and  /1/ = DR = Not applicable OK

deemed appropriate?

B.9.5. Is the measurement accuracy addressedand = /1/ = DR  Not applicable OK
deemed appropriate? Are procedures in place on
how to deal with erroneous measurements?

B.9.6. Is the measuremeirtterval identified and /1/ DR  Not applicable OK
deemed appropriate?

B.9.7. Is theregistration, monitoring, measuremeantd . /1/ = DR | Not applicable OK
reporting procedure defined?

*MoV = Means of Verification, DR= Document Review, Interview
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* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS 'a ina
. Concl. | Concl.
Interview
B.9.8. Are procedures identified fonaintenancef /1/ DR Not applicable OK
monitoring equipment and installations? Are the
calibration intervals being observed?
B.9.9. Are procedures identified for day-to-day records /1/ DR  Not applicable OK
handling (including what records to keep, storage
area of records and how to process performance
documentation)
B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pdaa for
reliable and complete baseline emission data avee.t
B.10.1Does the monitoring plan provide for the /11 | DR | The project uses tlex-antedetermination o OK
collection and archiving of all relevant data emission factor for grid electricity. Only net
necessary for determining baseline emissions electricity supplied to the grid will be
during the crediting period? monitored and double checked with the
invoice of electricity sold to the grid.
B.10.2Are the choices of baseline GHG indicators ~ /1/ DR = The choice of baseline indicators is in line OK
reasonable and conservative? /8/ with ACM0002.
B.10.3Is the measurement method clearly stated for eagty = pR  The net electricity delivered to the Grid forck6 OK

baseline indicator to be monitored and also
deemed appropriate?

baseline emission calculation will be selec
to be monitored and measured hourly «
recorded monthly.

ted
and

2nd

A clear view is required as using the lege
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* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS Corr?cl Cc')r:]acl
Interview ’ '
to identify the four electricity meters and
main meter and their corroboration with
measurement of other projects.
B.10.4Is the measurem_eaquipmentiescribed and /1/ DR The metering equipment will be properly OK
deemed appropriate? 23/ configured and checked periodically
according to the requirement from Technical
administrative code of electric energy
metering (DL/T448 2000).
B.10.5ls the measuremeatcuracyaddressed and /1/ DR @ The accuracy of the electricity meters is OK
deemed appropriate? Are procedures in place oy, described as 0.2s-0.5s.
how to deal with erroneous measurements? There are procedures in p|ace on how to deal
with erroneous measurements.
B.10.61s the measuremeitterval for baseline data /1/ DR @ The electricity supplied to the grid will be OK
identified and deemed appropriate? 23/ measured hourly and recorded monthly, line
with ACMO0002.
B.10.7Is the registrationmonitoring, measuremeahd = /1/ @ DR Yes. OK
reporting procedure defined? 23/
B.10.8Are procedures identified fonaintenancef /11 DR  Yes. Calibration is annually carried out by OK
monitoring equipment and installations? Are the 5/ the Heilongjiang Electric Power Company
calibration intervals being observed? with the records being provided to the project
owner, and these records will be maintained

* MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Corr?cl Ctlnrr]il
Interview ’ '
by the project owner and will be provided to
the designated third party.
B.10.9Are proce_dures _identified for day-to-day records /1/ DR @ Yes. The CDM manual sets out the OK
handling (including what records to keep, storagg,y, procedures for tracking information from the
area of reco_rds and how to process performance primary source to data calculations, in paper
documentation) format.
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 /11 | DR | Project participants do not need to consider OK
collection and archiving of all relevant data leakage in applying this methodology.
necessary for determining leakage?
B.11.2Are the choices of project leakage indicators | /1/ | DR @ Not Applicable. OK
reasonable and conservative?
B.11.3Is the measurement method clearly stated for eagty = DR = Not Applicable. OK
leakage value to be monitored and deemed
appropriate?
B.12.Monitoring of Sustainable Development Indicators/ DR
Environmental Impacts
It is assessed whether choices of indicators aasarable
and complete to monitor sustainable performance ove

*MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS Corr?cl Cc')r:]acl
Interview ’ '
time.
B.12.1ls the monitoring of sustainable development = /1/ DR Monitoring of sustainable development OK
indicators/ environmental impacts warranted by indicators is not required by the Chinese
legislation in the host country? DNA. The environmental impacts are
identified in the EIA that was approved on 19
March 2008.
B.12.2Does the monitoring plan provide for the 11/ Chinese DNA does not require collection and OK
collection and archiving of relevant data _ archiving of data related to environmental,
concerning environmental, social and economic social and economic impacts. The
impacts? environmental impacts will be monitored by
local environmental authority.
B.12.3Are the sustainable development indicators in lingl/ = DR @ Yes. This will be on local authority decision. OK
with stated national priorities in the Host
Country?
B.13.Project Management Planning DR
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
B.13.1Is the authority and responsibility of overall /1/ DR | Yes.
project management clearly described? 123/
B.13.2 Are procedures identified for training of /1/ DR According to PDD, the training department is OK
monitoring personnel? 122/ set up and all staff responsible for monitoring

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

CDM Validation—-DNV Report No. 2008-9256, rev. 01 29



DET NORSKE VERITAS

VALIDATION REPORT DN W
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS ra ina
. Concl. | Concl.
Interview
job will be well trained before operation of
project and periodically if needed.
B.13.3Are procedures identified for emergency /1/ DR No emergency situation which can cause OK
preparedness for cases yvhere emergencies can unintended emissions is expected from the
cause unintended emissions? project.
B.13.4 Are procedures identified for review of reported /1/ = DR | Yes. The CDM manager will be in charge of OK
results/data? 23/ the implementation of the confirmations on
monitoring, calculation data and report to the
General Manager of the company.
B.13.5Are procedures identified for corrective actionsiryyy pR  Yes. If reading of the meter is inaccurate by OK
order to provide for more accurate future /8/ more than the allowable error, or otherwise
monitoring and reporting? functioned improperly, the electricity

supplied to the grid by the proposed project
corrective actions in order to provide for
more accurate future monitoring and
reporting are described.

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/ DR | The starting date of the project is defined as OK

lifetime clearly defined and evidenced? 117/ | 29 February 2008 /31/ when Wind turbines
purchasing agreement was signed and the
stated lifetime of the project is 20 years /4/

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Revielx, Ref. iMoV* | COMMENTS c orr? o | C c')?]acl
Interview ' '
C.1.2. Is the start of the crediting period clearly define /1/ | DR | The expected start date of the crediting OK
and reasonable? period is 1 July 2009.
D. Environmental Impacts

Documentation on the analysis of the environmeniphcts will
be assessed, and if deemed significant, an ElIAdheuprovided
to the validator.

D.1.1. Has an analysis of the environmental impacts of /1/ = DR = Yes. The EIA has been properly described, OK
the project activity been sufficiently described? /g, which covers atmospheric, noise, solid waste
environmental impact analysis.
D.1.2. Are there any Host Party requirements foran = /1/ DR | Environmental Protection Bureau of OK
Environmental Impact Assessment (EIA), and if /5, Heilongjiang Provinceapproved first and
yes, is an EIA approved? second phase projeaia 22 May 2006.

EIA approval reconfirmation for first and
second phase projects from Environmental
Protection Bureau of Heilongjiang Province
on 19 March 2008.

D.1.3. Will the project create any adverse environmentaJ1/ = DR | As per the results of EIA and the reply from OK

effects? /5/ the approval of the local Environmental
Protection Bureau, the impacts on the
environment are not significant.

D.1.4. Are transboundary environmental impacts /1/ = DR The project being a wind power project will OK
considered in the analysis? /5/ not have any transboundary effects.

* MoV = Means of Verification, DR= Document Review, Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revielx, Ref. iMoV* | COMMENTS prett AL
. Concl. | Concl.
Interview
D.1.5. Have identified environmental impacts been 11/ Yes. The impacts are properly described in OK
addressed in the project design? /5/ FSR.
D.1.6. Does the project comply with environmental /1/ DR | Yes. OK
legislation in the host country? /5/
E. Stakeholder Comments
The validator should ensure that stakeholder contsneave beer
invited with appropriate media and that due accoues been
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /1/ DR | Yes. Huanan Longyuan Wind Power Co., OK
Ltd. carried out open public survey when
one-page questionnaire was used to carry out
a survey on the local villagers during April-
June. A summary of comments is provided
and has been verified by DNV /27The
survey had a 100%response rate and there are
no adverse comments on the project activity,
and mostly representatives were supportive
of the project.
E.1.2. Have appropriate media been used to invite /1/ DR A survey of the potential stakeholders, OK
comments by local stakeholders? including local residents and local
government in the area using a questionnaire
was implemented. A summary of comments
and 20 questionnaires are provided and have

* MoV = Means of Verification, DR= Document Review, Interview
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VALIDATION REPORT DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviels, Ref. |MoV* | COMMENTS Corr?cl Ctlnrr]il
Interview ' '
been verified by DNV.
E.1.3. If a stakeholder consultation process is required /1/ = DR | For the renewable energy project as such OK
by regulations/laws in the host country, has the g, wind power project, the stakeholder
stakeholder consultation process been carried out consultation process is not required by
in accordance with such regulations/laws? regulations or laws in China.
E.1.4.Is a summary of the stakeholder comments /1/ 1 DR | Yes. 20 questionnaires were spread out and OK
received provided? 127/ 100% responses were collected. The
summary of the stakeholder comments
received is described in the PDD.
E.1.5. Has due account been taken of any stakeholder /1/ ' DR ' No negative comment to the project was OK
comments received? received during the consultation.

*MoV = Means of Verification, DR= Document Review, Interview
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)
A.5. Letter of approval
A.1.1 Is the LoA received directly from the DNA thrrough the /2/ 1 DR | The LoA of the DNA. of China and the I.‘OA OK
roiect particioant /3/ of Annex | Party Switzerland were provided
projectp pant. by China Fulin Windpower Development
Corporation; but DNV confirmed its
authenticity from NDRC and relative
documents provided.
A.6. Project design
A.2.1 Does the PDD describe the CDM prOjeCt a(}tlwtth all 11/ DR It is by a transparent and accurate way to OK
relevant elements in a transparent and accurat@ way /4] discribe the project activity such as project
site, the capacity, the turbines and parameters
and those are consistent with related
information reflected in FSR.
A.2.2 Has the CDM project activity at the startioé validation = /1/ DR ' The project activity start date has been OK
been constructed or does the CDM project activsly existing 4, verified by DNV corresponding to turbine
facilities or equipment? 131/ purchase and supply contract between
/32 Huanan Longyuan Wind Power Co., Ltd. and
GAMESA wind (Tianjin) Co., Ltd. 2€
February 2008 /31/ and the commencement
of validation (date of publication of the PDD
for stakeholder) was on 30 October 2008.
The project activity is a newly built wind far
project constructed before the start of the

* MoV = Means of Verification, DR= Document Review, Interview
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validation.

A.2.3 Is the project a large scale project, a sswille project /1/ = DR The project activity is a large scale project OK

with average annual emission reductions above 03@thes or /4, fully addressed in FSR and PDD; On 3

a bundled small scale project? Has on-site vighlmarried out? 140/ December 2008, DNV performed interviews
with project stakeholders to confirm selected
information and to resolve issues identified in
the document reviewDNV did not perform
site visit for Heilongjiang Huanan
Hengdaishan East (II) Wind Power Project
since the information provided was sufficient
to verify project design and its
implementation. Documents such as the
design /4/ /1/, was sufficient and it was
deemed that no site visit was necessary.

A.2.4 Does the project activity involved alteratioinexisting /1/ © DR | No, the project activity is newly built wind OK

installations? If so, have the differences betwaerproject and 4, farm.

post-project activity been clearly described in BizD?

A.7. Project emissions not addressed by the methodolog

A.3.1 Does the methodology describe all projectssion source /1/ DR @ Yes. OK

for the project activity that contributes all 1%tbé emission /8/

reductions? Sources that the methodology consiugro take

into account are not relevant (e.g. cement anddomsumption

for building hydropower plants).

A.8. Documentation of baseline emissions
A.4.1 Documentation of the baseline determination: /1/ = DR a. All assumptions and data such as CM OK
a. All assumptions and data used by the projed8/ and BM determined ex_ ante used by the
participants are listed in the PDD and related4/ project participants are listed in the PDD

* MoV = Means of Verification, DR= Document Review, Interview
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document to be submitted for registration. The b. Yes;
data are properly referenced. c. Assumptions and data can be deemed
b. All documentation is relevant as well as correctly reasonable
quoted and interpreted. d. Yes;
c. Assumptions and data can be deemed reasonable e. Yes.
d. Relevant national and/or sectoral policies and The applicability of this methodology is
circumstances are considered and listed in the justified since:
PDD. _ It is a grid connected zero emission
e. The methodology has been correctly applied to renewable electricity capacity additiofiem
identify what would occurred in the absence of wind energy.
the proposed CDM project activity It does not involve switching from fossil fuel
to renewable energy at the project site.
The project is connected to NECPG which
geographical and system boundaries are
clearly identified and information on the
characteristics of this grid is available.
A.9. Documentation of the calculations
A.5.1 Algorithms and/or formulae used to determéngission ~~ /1/ DR  According to the feasibility study of the OK
reductions /8/ proposed_prOJect, the net electrlc_lty generated
« All assumptions and data used by the project ppatits S approxma.tely 42 338 MWh, 1.&EG y =
) . 42 338 MWh;
are listed in the PDD and related document subdhftie _ :
, ) And EF, = 1.1438 tCQ/MWh as illustrated
registration. The data are properly referenced below:
+ All documentation is CorreCtly qUOted and interﬁmt SO, th,e estimated anthropogenic emission of
« All values used can be deemed reasonable in thexd the first crediting period is as follows:

* MoV = Means of Verification, DR= Document Review, Interview
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of the project activity ER=BE,=EG,* EF, = 48 426 tCQelyear.
* The methodology has been correctly applied to ¢atieu
the emission reductions and this can be replidayetie
data provided in the PDD and supporting files to be
submitted for registration.
A.10.Implementation of the monitoring plan
A.6.1 How were the plans for implementation of thenitoring  /1/ DR  Plans for implementation of the monitoring OK
plan, data management, QA/QC procedures assessetifal | />3, plan, data management, QA/QC procedures
extent can the emission reductions achieved bprbject by in PDD are assessed against the Management
monitored ex-post and verified later by a DOE? and Operation Manual for Hei|0ngjiang
Huanan Hengdaishan East (Il) Wind Power
Project/23/ and it is deemed reasonable and
sufficient.
So the monitoring plan in PDD caprovide
guidline for the emission reductions achieved
by the project by monitored ex-post and
verified later by a DOE.
A.11.CDM consideration prior to starting date
A.7.1 The prior consideration of CDM for the prdjectivity /1/ DR | Yes. OK
complies with EB41 annex 46 /32/

*MoV = Means of Verification, DR= Document Review, Interview
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Table 3 Resolution of Corrective Action and Clarifcation Requests
Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist
guestion in
table 2

CAR1 1. &2./Table 1| The letter of approval the DNA of China | OK
The letter of approval from the DNA of China A.2.2. | had been obtained on"1®ecember 2008. | pNy has got the LoA from both Parties
has not been obtained. A.2.3. and  confirmation of  voluntary
The letter of approval from the DNA of A4.1. The letter of approval from the DNA of participation from both Parties for the
Switzerland has not been obtained. And [the Switzerland had been obtained 18 proposed project activity has been
confirmation regarding voluntany December 2008. addressed.
participation by DNA of Switzerland needs|to CAR is closed
be provided. The confirmation regarding voluntary
The letter of approval from the DNA of China participation by DNA of Switzerland
confirming the project being in line with the and sustainable development policies|of
sustainable development policies of host host country are illuminated the
country has not been received. approvals.
CL1 A3.2. The plant load factor designed in the | OK
The plant load factor is needed in the PDD FSR is 23.7 percent had been added |n

the revised PDD. CL is closed
CL2 B.2.2. Jiamusi city was determined as theK
Evidence for argument as lack of hydropoyer B.3.1. |evaluated region for the lack Offhe data sources are assessed by DNV
resources in a large area than County is hydropower resources, of which Thand the area is located in a region with
required. area is about 32,700 sg.km. plat morphology unsuitable for water

Data sources: power and also with a long winter.

1. http://www.sinoct.com/hometown/homeshoCL is closed

w.asp?id=9583

2. http://baike.baidu.com/view/17769.htm

CL3 B.3.1. The relevant sources that cannot| be OK
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of the PDD.

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

In common practice, the links B.3.3. connected had been provided new valile newly provided reference entails
http://www.newenergy.org.cn/html/2004- references in the revised PDD. DNV's access for the related
12/20041605.htm| 1. justification made by PP.
http://61.159.10.158/detail.cfm?id=12524 http://www.biox.cn/environ/200609/200609270 | is closed
http://www.sxjm.com/dicy.htmdoes not work, so 25244 268647.shtml
PP is required to provide the valid reference. 2.

http://hy.stock.cnfol.com/070518/124,1469,298

1102,00.shtml

3.

http://www.ndrc.gov.cn/xwfb/t20050708_28096

.htm
CL4 B.3.4. All CDM consideration arguments hadThe discussion provided in PDD
Regarding the EB41 requirement, evidence been included in section B.5 of the | version 5.0 dated 12 February 2009
needs to be provided to demonstrate thaf the revised PDD. clearly provide description regarding
incentive from the CDM was seriously the consideration of CDM revenues for
considered in the decision to proceed withthe the proposed project. DNV has assegsed
project activity and all CDM consideration prior CDM consideration as:
arguments should be included in section B.5

It was verified from the feasibilit
study report that the project |
without the CDM revenues was 7.22%
which was much lower than th
benchmark of 8% (after tax) /16/.
Hence, the project proponents were
suggested to consider the benefits
CDM to develop the project alrea
during the development of th
feasibility study report inDecember
2007. The same was verified from the
FSR /4/. ThenHuanan Longyuan Win

Power Co., Ltd.authorized “China Fulix
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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

Windpower Development Corporation”
as sole CDM agent on 20 March 2008
/18/ and also held a meeting on| 5
February 2008 and decided to develop
the project as CDM project to get
additional funding for the proposed
project /17/..
Based on the above discussion and|the
arguments provided, DNV is of the
opinion that the CDM revenues were
seriously considered in the decision|to
go ahead with the project.
Hence, CL4 is closed.

g:-S_f_ o i as th | B.5.1. | The newest OM and BM data of 2008 8K

arification is requested as the most receptly adopted in the revised PDD. :

available OM and BM data at the time |of P The CL s closed.

global stakeholder consultation.

CL6 B.10.3. | According to the practical conditions,| OK.

A clear view is required as using the legend to the monitoring plan had been revised iikevised PDD version 5.0 dated 0.2

identify the four electricity meters and main detail. In B7.2 of the revised PDD, the February 2009 has beeﬁ verified |by

meter and their correlation with measurement

of other projects.

meters system including main meter ars

their correlation with measurement of
other projects were illuminated.

IYNV. The explanation for depiction of
meters system including main meter and
their correlation with measurement |of
other projects is acceptable to DNV.

CL is closed.
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DN

CERTIFICATE OFCOMPETENCE

Xiaojun Johnsen Zhang

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

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

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 14 January 2009

/k(/'[ﬁaz;/ (ohne- -

Michael Lehmann

Technical Director, Climate Change
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DN

CERTIFICATE OFCOMPETENCE

Cuiping Deng

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

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

Landfill gas
Hydro power Jan 2009  Jan 2009

Renewables Wind power Jan 2009  Jan 2009 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 Jan 2009

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hegvik, 9 January 2009

/k(/'[ﬁaz;/ (ohne- -

Michael Lehmann
Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

zhi Ang (Walter) Tang

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

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

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hoavik, 9 January 2009

/‘{/{haz/ (thne- -

Michael Lehmann

Technical Director, Climate Change Services
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DN

CERTIFICATE OFCOMPETENCE

Anjana Sharma

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

GHG Auditor: | Yes

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

Landfill gas Jan 2009 Jan 2009
Hydro power Jan 2009

Renewables Wind power Jan 2009 Jan 2009
Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hoavik, 9 January 2009

/‘{/{haz/ (thne- -

Michael Lehmann
Technical Director, Climate Change Services



