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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Heilongjiang
Yilan Hezuolinchang Wind Power Project” in Chinahél validation was performed on the
basis of UNFCCC criteria for the Clean Developmbtgchanism and host Party criteria, as
well as criteria given to provide for consistenp@ct operations, monitoring and reporting.

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

The host Party is China and the Annex | Party igtéth Kingdom of Great Britain and

Northern Ireland. Both Parties fulfil the participan criteria and have approved the project
and authorized the project participants. The DNAnir China confirmed that the project
assists in achieving sustainable development.

The project correctly applies ACM0002 Version OtofSolidated baseline & monitoring
methodology for grid connected electricity genematirom renewable sources.

By generating renewable energy which will displatectricity in Northeast China Power
Grid, the project results in reductions of gémissions that are real, measurable and give
long-term benefit to the mitigation of climate chanlt is demonstrated that the project is not
a likely baseline scenario. Emission reductionsritaitable to the project are hence
additional to any that would occur in the absentéhe project activity.

The total emission reductions from the project astimated to be on the average 64 222
tCO.e per year over the selected 7 year crediting meriche emission reduction forecast has
been checked and it is deemed likely that the dtateount is achieved given that the
underlying assumptions do not change.

The monitoring methodology ACMO0002 has been cdyregiplied and the monitoring plan
sufficiently provides for collection of data to @ehine the project’'s emission reductions.
Adequate training and monitoring procedures havernbienplemented.

In summary, it is DNV’s opinion that the “Heilonaiig Yilan Hezuolinchang Wind Power
Project” in China, as described in the PDD versié® dated 16 July 2008eets all relevant
UNFCCC requirements for the CDM and all relevantsh®arty criteria and correctly
applies the baseline and monitoring methodology AGQ02, version 06. DNV thus requests
the registration of the project as a CDM projectiaity.

2 INTRODUCTION

China Fulin Windpower Development Corporation hasnmissioned Det Norske Veritas
Certification AS (DNV) to perform a validation ohe “Heilongjiang Yilan Hezuolinchang
Wind Power Project” in China (hereafter called “gject”). This report summarizes the
findings of the validation of the project, perforinen the basis of UNFCCC criteria for CDM
projects, as well as criteria given to provide donsistent project operations, monitoring and
reporting. UNFCCC criteria refer to Article 12 dfet Kyoto Protocol, the CDM modalities
and procedures and the subsequent decisions I30NeExecutive Board.

CDM Validation 2007- 2092, rev. 01 5
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2.1 Objective

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

2.2 Scope

The validation scope is defined as an independathtobjective review of the project design
document (PDD). The PDD is reviewed against theeiga stated in Article 12 of the Kyoto

Protocol, the CDM modalities and procedures aseayie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udalg the approved baseline and
monitoring methodology. The validation team hasseohon the recommendations in the
Validation and Verification Manual /7/ employed iskrbased approach, focusing on the
identification of significant risks for project ifgmentation and the generation of CERs.

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

CDM Validation 2007- 2092, rev. 01 6
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3 METHODOLOGY

The validation consisted of the following three pést

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

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

3.1 Desk Review of the Project Design Documentation

The following table outlines the documentation eswed during the validation:

11/ China Fulin Windpower Development Corporatigmoject design document for the
“Heilongjiang Yilan Hezuolinchang Wind Power Prdjgecversion 4.0 dated 16 July
2008; version 3.0, 6 April 2008 and version 2.0 Alfgust 2007.

12/ Letter of Approval issued by DNA of China imiiary 2008.
13/ Letter of Approval issued by DNA of UK on 5 Mér2008.

14/ The feasibility study report by Xinjiang ProvinceiMd and Electricity Design Institute
in March 2007 and the approval letter by Developtmeerd Reform Commission of
Heilongjiang Province on 22 May 2007.

5/ The EIA of the Heilongjiang Yilan Hezuolinchang WiPower Project by Ha Erbin
railroad Environment Protection Co. Ltd. in ApriD@ and the approval letter by
Environmental Protection Bureau of Heilongjiang\®noe on 22 May 2006.

16l Copies of stakeholder consultation questionnaiBfy & Stakeholder representative
meeting minutes

17/ International Emission Trading Association (IETA) the World Bank’s Prototype
Carbon Fund (PCF): Validation and Verification Mahuhttp://www.vvmanual.info

18/ ACMO0002 “Consolidated methodology for grid-connectdectricity generation from
renewable sources” version 06 of 19 May 2006.

19/ CDM Executive Board: Tool for the demonstration aasbessment of additionality,
version 04 of 30 November, 2007 at EB36.

/10/  China Electric Power Yearbooks 1999-2006.
/11/  China Energy Statistics Yearbooks 2004, 2Q056.

/12/  CDM EB, Answer to DNV'’s request for deviatiohChinese project activities from

AMOO005, received on 1 December 2005. To be found on
http://cdm.unfccc.int/Projects/Deviations

/13/  Chinese DNA's guidance for the determinatiégrad boundaries and emission factors
(August 09, 2007), NDRC official website:
http://cdm.ccchina.gov.cn/WebSite/ CDM/UpFile/Fil&83pdf

CDM Validation 2007- 2092, rev. 01 7
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114/

115/

116/
1171

118/

119/

120/

121/

122/

123/

124/
125/
126/

127/

128/

China’s Regional Grid Baseline Emission Factor Glaliton (OM) issued by Chinese
DNA (August 09, 2007), NDRC official website
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&B3xls

China’s Regional Grid Baseline Emission Factor Glaliton (BM) issued by Chinese
DNA (August 09, 2007), NDRC official website
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Filg#3pdf

Revised 2006 IPCC Guidelines for National @rerise Gas Inventories
Notice on strictly prohibiting the installatiof fuel-fired generators with the capacity

of 135MW or below issued by the General Office lo¢ tState Council, decree No.
2002-6.

State Power Corporation of China. Interim Rules Boonomic Assessment of
Electrical Engineering Retrofit Projects. Beijirghina Electric Power Press, 2003

Yilan Longyuan Wind Power Co., Ltd. (Projeciv@r) production personnel training
plan & one training record

Order of construction starting for Yilan Mahas & Hezuolinchang projects dated 10
June 2007

The propositional letter on the expected faoif the proposed project from local
Development and Reform Bureau on 14 April 2007.

CDM consultation Letter of Intent with Chinalllr Windpower Development Corp.,
on 8May 2007

Grid connection intent contract with Heiloragjg Province Electricity Co., Ltd. in
December 2007

Monitoring plan
Business licence of the project owner
Lowering down the wind power in-grid tariff

http://www.eri.org.cn/manage/upload/uploadimagédf672795944.pdf
international low interest loan or national sotiofor Haufu Fujin

Wind Farm and Huafu Mulan Wind Farm
http://www.chinapower.com.cn/newsarticle/1005/ne@8%04.asp
http://www.china5e.com/news/power/200208/2002082Z0@m!|

Shi Pengfei (Deputy Director, Chinese Wind Energgdéciation), Statistics on China

Wind Farm Installed Capacity in 2005.
http://www.cwea.org.cn/upload/200612391640820.doc

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

Changes related to the CARs and CLs identifietiénDNV'’s draft validation report
and related to Proposed text as per EB40/41 Guidslion financial analysis, project
starting date and CDM consideration..

CDM Validation 2007- 2092, rev. 01 8
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3.2 Follow-up Interviews with Project Stakeholders

Date Name Organizati Topic
on
129/ 26 Mr. Chen Yilan » Project background information.
December Qiang, Longyuan 5 Pproject technology, operation, maintenance
2007 Project Wind Power and monitoring capability.

Manager CO".Ltd' » Project additionality.
(Project

Owner) » Project monitoring and management plan.
» Project approval status (incl. EIA approval,
CDM project approval status)
» Stakeholder consultation process
130/ 26 Ms Hu China Fulin » Applicability of selected methodology.
December Fang, Windpower 3 Baseline determination.
2007 Project Dteé/:elopme > Emission reductions calculation.
gllgrlc/lager, ?con(;[fl)fant) » Emission reduction monitoring plan

Department

3.3 Resolution of Outstanding Issues

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

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

The validation protocol consists of three tablebe Wifferent columns in these tables are
described in the figure below. The completed vaiataprotocol for the “Heilongjiang Yilan
Hezuolinchang Wind Power Project” is enclosed ipépdix A to this report.

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

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

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

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

CDM Validation 2007- 2092, rev. 01 9
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A request for clarification (CL) may be used whadslitional information is needed to fully

clarify an issue.

Validation Protocol Table 1: Mandatory Requirements for CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th

legislation or

agreement where the
requirement is found.

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

Validation Protocol Table

2: Requirement checklist

Checklist Question Reference Means of Comment Draft and/or Final
verification (MoV) Conclusion
The various Gives Explains how The section is This is either acceptable
requirements in Table 2| reference to | conformance with | used to elaborate| based on evidence
are linked to checklist | documents | the checklist and discuss the | provided OK), or a
guestions the project where the guestion is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist | Examples of meang conformance to | compliance with the
different sections, question or | of verification are | the question. Itis | checklist question (See
following the logic of the| item is document review | further used to below). A request for
large-scale PDD found. (DR) or interview | explain the clarification (CL) is used
template, version 03 - in (). 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

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

If the conclusions from th¢ Reference to the
draft Validation are either

checklist question
number in Table 2
where the CAR or CL i3
explained.

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

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

Figure 1 Validation protocol tables

CDM Validation 2007- 2092, rev. 01
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3.4 Internal Quality Control

The draft validation report including the initiabldation findings underwent a technical
review before being submitted to the project pgénts. The final validation report
underwent another technical review before requgstgistration of the project activity. The
technical review is performed by a technical rexdewualified in accordance with DNV’s
qualification scheme for CDM validation and ver#tmon.

3.5 Validation Team

Role/Quialification Last Name First Name Country
Team leader, GHG auditor Jiao Qinghong China
GHG auditor (applicant) Zhang Xiaojun Johnsen China
CDM Validator Sun Shuyong China
Technical Reviewer Sharma Anjana India
Sector expert Lehmann Michael Norway

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

CDM Validation 2007- 2092, rev. 01 11
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4 VALIDATION FINDINGS

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

The validation findings relate to the project desig documented and described in the PDD,
version 4.0 dated 16 July 2008.

4.1 Participation Requirements

The project participants are Yilan Longyuan Windweo Co., Ltd. of China and EDF

Trading Limited of United Kingdom of Great Britaand Northern Ireland. The host Party is
China and the participating Annex | Party Unitech¢gdom of Great Britain and Northern
Ireland. Both Parties fulfill the requirements fmarticipating in a CDM project. Both have
ratified the Kyoto Protocol and established a DNAp&r the participating requirements for
CDM under the Kyoto Protocol.

The letter of approval (LoA) /2/ from the DNA of ®k, authorizing Yilan Longyuan Wind
Power Co., Ltd. as the project participant and iconifig that the project assists Chinese
sustainable development, was issued in January. 2008

The letter of approval (LoA) /3/ from the DNA of Wed Kingdom of Great Britain and
Northern Ireland, authorizing EDF Trading Limited project participant, was issued on 5
March 2008.

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

4.2 Project Design
The project involves installation and operation28f sets of Vestas V52-850KW/4/ wind
turbines on the west side of Jinbu East Hill inaviilCounty, Heilongjiang Province, China.

The installed capacity of each unit is 850 kW, tlkosstituting a total installed capacity of
24.65 MW /4/. The annual output has been estimas$es.04 GWh/year. DNV has validated
the proposed project at a plant load factor (PLiF).259 which has been verified from FSR
/4/. It has been confirmed by DNV from the FSR tl#it the PLF assumed by the project
developer is based on 30 years of the statisticadiieorological data from 1971 to 2000. The
emission reductions are estimated to be 64 222dQ@r year and 449 554 t@Oover the
first seven-year crediting period.

The project applies Vestas V52-850KW type turbipexiuced in Tianjin factories which are
invested by Vestas corporation from Denmark. Thelelset technology of the Vestas V52-
850KW wind turbines is introduced by Vestas Wingt8yn A/S, which are representing the
advancement of domestic wind power.

CDM Validation 2007- 2092, rev. 01 12
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Being a renewable electricity project, the progdivity will generate greenhouse gas (GHG)
emission reductions by avoiding @@missions from electricity generation by fossiélfu
power plants.

The project’s system boundaries are clearly defiasdthe Northeast China Power Grid
(NCPG), which is in line with the delineation ofetlyrid boundaries regulated by DNA of
China.

The project start has been considered as 10 Judé ®fich corresponds to the date of
construction permission/20/. The expected operatitifetime of the project activity is 21
years. A renewable crediting period of 7 yearsiieen chosen for the project, starting from 1
January 20009.

4.3 Baseline Determination

The project applies the approved baseline methggoldaCM0002 (version 06), titled
“Consolidated methodology for grid-connected eleityr generation from renewable
sources”.

The applied baseline methodology is justified &sptoposed project activity is:

* It is a grid connected zero emission renewable pa@eaeration activity from wind
energy.

« The project does not involve switching from fodsiél to renewable energy at the
project site.
+ The geographic and system boundaries for the nelegkectricity grid can be clearly
identified and information on the characteristi€the grid is available.
The project boundary is defined as the site ofpttogect activity and the NCPG including the
Liaoning, Jilin and Heilongjiang provincial grid§his is in line with the delineation of grid
boundaries as provided by the DNA of China. Thandef project boundary is in line with
ACMO0002 (version 06).

Emission sources and gases included in the progetdary are:

GHGs involved | Description
Baseline CO, The Northeast Power Grid
emissions
Project N/A Project emission is regarded as zero as thgeptas a
emissions renewable energy (wind source) project.
Leakage N/A There are no leakages that need toh&dered in
applying this methodology.

The alternative baseline scenarios have been faehéis below:

a) Construction of the thermal power plant with igglent installed capacity or annual
electricity generation.

b) The proposed project activity not undertakea &DM project activity;

c) Construction of a power plant using other rertdeaenergy, such as hydro with
equivalent installed capacity or annual electriggneration;

CDM Validation 2007- 2092, rev. 01 13
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d) Equivalent electricity service provided by thertheast China Power Grid.

As demonstrated in section 4.4 below, the only gitdla baseline scenario is d): Equivalent
electricity service provided by the Northeast CHwaver Grid.

In the baseline scenario the electricity delivefiean the project activity to the grid would

have been generated by fossil fuels grid-connegtader plants and by the addition of new
generation sources. This is reflected in the coetbimargin (CM) - the weighted average of
the operating Margin (OM) emission factor and thiddomargin (BM) emission factor. The

weighting is set to respectively 75% and 25%, teéaudlt values stipulated by ACM0002

version 06 for wind farm projects.

The NCPGis dominated by coal-fired power plants.is deemed likely thatoal-fired power
plantswill continue to dominate the power sector dughlocal availability of low-cost coal.
It is expected that renewable capacity additiodsneit have significant effects on the mix of
the NCPG during the first crediting period.

The baseline determination is transparent and nednde.

4.4 Additionality

DNV was able to confirm that the benefits of CDMeaaues were seriously considered in the
decision to go ahead with the project. The feagistudy of the proposed project was done
in March 2007 /4/ and the same original FSR wasama on 22 May 2007 /4/. As per the
feasibility study report (FSR), the proposed projes financially attractive with a project
IRR of 8.76% based on the assumed electricityftaki0.6028RMB/kWh /4/.

However, on 14 April 2007, the project developerereed the propositional letter from the

local DRC regarding the actual tariff for the pijeThe tariff, as per the letter from local

DRC, was 0.5622RMB/kWh /21/. Considering this farifie project IRR reduced to 6.71%
(compared to the benchmark in China of 8 % /18/viond projects), making the project

financially unattractive. So the project developesorted to apply for CDM credits to

overcome the financial risk associated with thejgmto(substantiated by contract between
project developer and CDM consulting company).

DNV was able to verify the agreement with the CDdhsulting company on 8 May 2007 for
the development of the proposed project as CDMeptaj22/. The project starting date is
defined as the date of the construction permitt@dune 2007 /20/.

Based on the above discussion, DNV is able to coleclthat though the project being
financially attractive initially, the tariff annoaed by the local DRC made the proposed
project weak. It was only after taking into consat®n the CER credits that the project
developer decided to go ahead with the project.

CDM Validation 2007- 2092, rev. 01 14
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The additionality of the project has been establisbising the Tool for the demonstration
and assessment of additionadlityersion 04 approved by the CDM-EB.

Step 1. Identification of alternatives to the pobjactivity consistent with current lavesd
regulations

Sub-step 1a. Define alternatives to the projetivay:

The project developer has identified the follonattgrnatives to the project activity:

a) Construction of the thermal power plant with igglent installed capacity or annual
electricity generation.

b) The proposed project activity not undertakea &M project activity;

c) Construction of a power plant using other rertdeiaenergy, such as hydro with
equivalent installed capacity or annual electrigineration;

d) Equivalent electricity service provided by therttheast China Power Grid.
Sub-step 1b. Consistency with mandatory laws agdlations:

It has been confirmed that all alternatives ex@d@rnative (a) are in compliance with the
mandatory laws and regulations in the host country.

As required by the “Tool for the demonstration as$essment of additionality”, DNV was
able to verify that the thermal power plants witistalled capacity less than 135 MW are
strictly prohibited /17/ in the areas that are aedeunder the large grids like provincial grids.
It has also been verified that the non-compliarfafi@ above mentioned law is not a common
practice in China. Hence, this alternative has beempletely eliminated from further
discussions.

The project developer has carried out the anabfsither remaining alternatives to select the
most realistic and credible alternatives that aralable to them in the absence of project
activity. The results of analysis are as presebé&ow:

Alternative (b)- The proposed project activity nwtdertaken as a CDM project activity is a
realistic and credible alternative but it facesrieas as discussed below in subsequent steps of
additionality.

Alternative (c)- It has also been verified by DNNat the main business area of the project
developer is the development of wind power genemasiources /25/. The project developer
does not have experience in handling power gewerainits based on other renewable
sources. Hence, this is not a realistic and credilikrnative for the project developer and has
been eliminated from further discussion.

Alternative (d)- Continuation of current electricéupply from the grid is in compliance with
all mandatory laws and regulations in the host tgurdoes not involve any additional
investments and also does not face any barriercéjen the absence of project activity, this
is the most attractive option. Based on this disicurs the alternative (d) has been selected as
the baseline scenario.

CDM Validation 2007- 2092, rev. 01 15
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Based on the above discussion, DNV would like thidate that though the alternatives (b-d)
are in compliance with the mandatory laws and @gis in the host country but only
alternative (b) and alternative (d) are the realiand credible alternative available to the
project developer.

Hence, the project developer has considered atteenéb) and alternative (d) for further
analysis..

Step 2: Investment analysis.

The project developer has carried out investmeralyars for the proposed project to

demonstrate that it is not financially attractinehhe absence of project activity. In accordance
with the “Tool for the demonstration and assessnoérdadditionality”, since the proposed

project generates financial and economic bendiitsugh the sale of electricity, simple cost
analysis can not be applied for this project. Sinhyl since the other realistic and credible
alternative (alternative (d) as identified in stBpt.e. the grid, is not a similar investment
project, therefore, option Il i.e. investment comgan analysis is also not an appropriate
choice. Hence, benchmark analysis (option Il afpSR of Tool for the demonstration and

assessment of additionality) has been selectecbfutucting the investment analysis.

Project IRR has been selected as the financiatanali. It has been compared against the
benchmark of 8% /18/return on total investment. DN&s able to confirm that in China, for
all investments in electricity generation like hggdower generation, wind farm projects etc.,
the project developers can expect a minimum retfi8? on total investment in the project.
In context of the proposed project, the project IRE been determined to be 6.71% (in the
absence of CDM revenues) which is much less tharémchmark of 8%. DNV has verified
the IRR calculations and is able to confirm tha talculations presented are in accordance
with the EB’s latest guidance on the assessmefmanfcial calculations (EB38 - EB41).

DNV has verified all the input values used for tR& calculations. It has been observed that
most of the input values like total investment, rgpienal lifetime, annual O&M expenses,
installed capacity and estimated PLF/annual elggtrgeneration, rate of residual life of the
assets, taxes etc have been sourced from theifgpstudy report (FSR) /4/. However, the
tariff has been sourced from the “Propositionalteletfor tariff” issued by the local
Development and Reform Bureau on 14 April 2007./Zhis is mainly because the original
FSR was based on the estimated tariff of 0.6028RMBY /4/ and the project was financially
attractive (IRR 8.76%). However, after the annoameet of actual tariff (which is prior to the
start of the project activity dated 10 June 200r)tle proposed project (i.e. 0.5622 RMB per
unit) /21/, the project became financially unattirze (IRR 6.71% in the absence of CDM
revenues). Hence, the same has been considerde: flRR calculations.

DNV assessed that the time gap between the appoivile original FSR (dated 22 May
2007) and the actual start date of the project JaBe 2007) is very short (one month).
Similarly, the “Propositional letter for tariff” waissued by the local Development and
Reform Bureau on 14 April 2007/21/, only two mongr#r to the decision to proceed with
the project activity (i.e. the start date of thejpct). Taking this into account, it is highly
unlikely that the input values (derived from origirFSR and the “Propositional letter for
tariff” used for IRR calculations of the proposemjpct) would have materially changed and
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that it is thus reasonable to assume that the F8Rhe “Propositional letter for tariff” have
been the basis of the decision to proceed withn¥estment in the project.

Furthermore, in DNV’s opinion, the input values smad from the feasibility study report and
the “Propositional letter for tariff” can be consréd as accurate and trustworthy. The
“Propositional letter for tariff” was issued by thecal Government. Also, in China, the
feasibility study report (FSR) is required to beveleped by a third party who is accredited
for this task directly by the government. In thigrticular project, FSR was developed by
Xinjiang Province Wind and Electricity Design Inate in March 2007. This entity is
accredited by Ministry of China Construction. DN\asvable to verify the accreditation of
this entity /4/. Further, an approval letter of F8Rissued by the government only after it
passes the public assessment of the sector exjesignated by the government. DNV was
able to verify the approval of the original FSRilué proposed project /4/.

DNV has also compared the input parameters (uséukifinancial analyses of the proposed
project) with the other CDM windfarm projects deymd in Heilongjiang province.
Investment costs per unit of electricity, electyiciariff, PLF, percentage of O&M costs
relative to total investment costs, etc. were camhaBased on this comparison, DNV is able
to conclude that all compared parameters are isoregble ranges. In addition, by applying
our sectoral competence, DNV was able to confirat the input parameters used in the
financial analysis are reasonable and adequatglyesent the economic situation of the
project.

Moreover, a sensitivity analysis has been carriedfor parameters contributing more than
20% to revenues or costs. Reasonable variationlkeofotal investment, annual operational
costs, and electricity output/PLF and on-grid fasiere checked by calculating the variation
necessary to reach the benchmark and then disgussirikelihood for that to happen. None
of the parameters in the sensitivity analysis amesitlered to have any significant positive
correlation. The result of the analysis is as faio

Variation of the parameter indicator
Key I ndicators needed to reach benchmark
Operation and maintenance cost -45.78%
Investment costs - 9.8%
Electricity tariff +10.14%
PLF + 10.14%

Based on the arguments and the evidences predgntbd project developer, DNV assessed
the likelihood of above mentioned scenarios. Tisalts are as follows:

Investment costs: as mentioned above, if the invest cost decreases by 9.8%, the project
IRR will touch the benchmark. However, DNV was abbeconfirm that this scenario is
highly unlikely mainly because of the fact thatwind power generation units, the major
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portion of the investment is in the wind energytsifiVEGS). In this particular project, 78.5%
of the total investment goes into the purchase BGA. The same has been verified from the
feasibility study report /4/. The wind turbines dam exceeds supply in the whole world that
leads the price of wind turbines to gradually ise

Tariff: DNV was able to confirm that the proposejpct is an un-tendering project while
the tariff is regulated by the regulating entitieslistorically, the tariff of wind farms in
Heilongjiang Province is also decreasing as Chmmgemqment is gradually lowering down the
wind power in-grid tariff and evidence by the reaging tariff of the proposed project issued
by the Development and Reform Bureau of Yilan CguntApril 2007 /21/ regulated the
tariff of the proposed project as no more than P58uan/kWh. So assuming a 10.14% of
tariff increase is deemed unlikely.

Plant load factor (PLF)/Annual generation: The Refects the annual generation output of
the proposed project, which depends on the avenagd speed at the project site for a
specific wind turbine. According to the FSR /4/e thnnual output is estimated based on the
long term (from 1971 to 2000) weather statisticadatovided by local meteorological station
and wind resources measurement, so the PLF iy Ithefluctuate only within a small range.
Assuming a 10.14% of increase is thus deemed ustieal

Annual operation and maintenance expenses (O&Mhdfannual O&M cost decreases by
45.78%., the project IRR could reach the benchmahks is not deemed possible since in
FSR /4/ the detailed operation costs is composdduwfkinds of costs - maintenance costs,
annual salaries for the employees, insurance pranoiufixed assets and other costs while it
is substantiated that the price of material andrgd of the employees are gradually
increasing in China, which leads annual O&M costgradually increase.

Based on the above discussion and the evidenciiedeDNYV is able to conclude that above
mentioned scenarios are highly unlikely.

The other realistic alternative (as identified fepsl) i.e. grid electricity, does not involve any
similar investment and hence does not face anyebaltrcan continue supplying electricity in
the absence of project activity.

In conclusion, the investment analysis and selitsitassessment have shown that the project
activity is not the most financially attractive apt.

Step 3: Barrier analysis.
Investment analysis has shown that the projed¢tasetonomically less attractive without the
revenue from the sale of CERs. Barrier analysiotsselected.

Step 4: Common practice analysis.

DNV verified from all sources available /28/ thattexisting wind farms since 2002 (2002 is
a threshold for economic revolution in electricéigctor) with the capacity of 10-50MW in
Heilongjiang province without revenues from CDM drsted in the common practice
analysis. It shows that both wind farms enjoyecdéigelectricity tariff (almost 40% higher
than current tariff) and favorable policies and fareded by international low interest loan or
national soft loan /27/ that are impossible for pneposed wind farm project. Therefore, the
project activity cannot be said to represent comm@ttice. In summary, it is sufficiently
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demonstrated that the project is not a likely aebias scenario and that emission reductions
occurring from this will hence be additional.

4.5 Monitoring

The project applies the approved monitoring methuglo ACM0002 version 06
“Consolidated monitoring methodology for zero enwums grid-connected electricity
generation from renewable sources”. The selecteditorong methodology is applicable for
the project activity as it involves grid-connectezhewable power generation using wind
energy.

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

45.1 Parameters determined ex-ante

The combined margin emission factor is determimedante based on the most recent
information available. More detailed informatiorpivided below.

4.5.2 Parameters monitored ex-post

The methodology requires monitoring of the follog/iior wind farm projects:

* Electricity generation from the proposed projectivity;

» Data needed to recalculate the operating mangiisston factor, if needed, based on the
choice of the method to determine the operatinggmgOM), consistent with “Consolidated
baseline methodology for grid-connected electrigygneration from renewable sources”
(ACMO0002);

» Data needed to recalculate the build margin d@omisf&actor, if needed, consistent with
“Consolidated baseline methodology for grid-conadctlectricity generation from renewable
sources” (ACMO0002);

However, since the grid emission factor has beesdfiax ante, the only parameter that needs
to be monitored ex post is the net electricity gatien from the proposed project.

The electricity generated from the project will beeasured by the two meters (accuracy
degree is 0.5S, bidirectional) on hourly basis mmmbrded monthly on project site. In addition,
an electronic multifunctional electricity meter @he entrance side of substation of the
Northeast Power Grid and a back-up meter on thesade of the 35/220 kV substation of the
wind farm (accuracy degree is 0.2S, bidirectiondl) be installed to measure and account
the electricity by the proposed project. This daifl be cross verified against the sales
receipts from the grid.

The metering equipment will be properly calibragethually according to the requirement

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

4.5.3 Management system and quality assurance

The project’s Monitoring plan /24/ includes:

- A description of the responsibilities and authies for project management,
- Procedures for monitoring and reporting, and Qa/@ocedures,

- A description of the installation of metering guuent,

- Procedures for the calibration of metering equéptn

- A description of training and maintenance needs.
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Detailed procedures have been elaborated and apéace. These will be maintained and
implemented to enable subsequent verification aégion reductions.

4.6 Estimate of GHG Emissions

The emission reduction ERy by the project activityring the crediting period is the
difference between baseline emissions (BEy), ptaetssions (PEy) and emissions due to
leakage (Ly), as follows:

1) Baseline emissions: baseline emissions (BEyCi@,} are the product of the baseline
emissions factor (EFy in t GAIMWNh) times the electricity supplied by the projectivity to
the grid (EGy in MWh).

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

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

4) Emission reduction: ERy= BEy- PEy- Ly= BEy.

According to the FSR of the proposed project, thgnwated annual electricity generation
delivered to the power grid will be: EGy=56.04 GWh

The annual emissions are: ERy=BEy =EGyxEFy(1.14604MWh) =64 222 tCQ

For the calculation of the operating margin (OM)igsion factor, the simple OM emission
factor calculation method is selected because lost must run projects constitute less than
50% of the total grid generation and data is natilable for applying the dispatch data
analysis. The aggregated generation and fuel coosumdata are used due to the fact that
more disaggregated data are not available in the®ICountry specific data for net calorific
value NCVi) of each type of fossil fuel, the IPCC 2006 defaalues for the oxidation factor
of each type of fossil fuel and the total electyidelivered to the NCPG are selected and are
deemed reasonable. Vintage data for the years 2008-/11/ from China Energy Statistics
Yearbooks and China Electric Power Yearbooks 199362/10/ editions are used for
operating margin calculation. The OM is calculated be 1.2404tC&@MWh /14/ as
generation-weighted average for the three years.

Because plant specific fuel consumption and elgttrgeneration data is not public available
in China, DNV requested guidance from the CDM ExieuBoard for a deviation of the
baseline methodology of AM0005 and received théovahg answers which are deemed to
be applicable for this project.

- Use of capacity additions for estimating the ébuilargin emission factor for grid electricity.
- Use of weights estimated using installed capaniflace of annual electricity generation.
-Use the efficiency level of the best technologymatercially available in the
provincial/regional or national grid of China, ax@nservative proxy, for each fuel type in
estimating the fuel consumption to estimate thédbumargin (BM).

Since AM0005 has been replaced by ACM0002, theiegtin of the above confirmation
from EB to this project is deemed to be acceptabtdlowing the EB’s guidance the build
margin is calculated as follows:

- The capacity additions from the years 1998 to52@0chosen and reach 21.34% of total
installed capacity.
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- The weight of installed capacity additions foertmal power plant is accounted for 91.31%
of total installed capacity additions.

- There are no data available of installed capaailgitions for oil and gas power in NCPG.
However China Energy Statistics Yearbook (2006) Attows that the oil and gas used in
NCPG are very small, and only for starting up systeof coal fired power plant, accounting
for 1.12% of the total COemissions. The installed capacity addition forlcod and gas
power plants being regarded as proportional widirtEO, emissions percentage is deemed
reasonable.

- The coal consumption efficiency of 343.33 g SGE¥Kis selected as the best technology
commercially available in China. It can be acknalgled as the best available data available
for estimating the BM in the China /11/. This b&sthnology corresponds to a 35.82% of
power supply efficiency for coal-fired electricieneration. The gas and oil consumption
efficiency of 258 g SCE/kWh is selected as the beshnology commercially available in
China /11/. It can be acknowledged as the bestadblaidata available for estimating the BM
in the China. This best technology corresponds 47.67% of power supply efficiency for
gas or oil-fired electricity generation.

- The IPCC 2006 value of 25.8tC/TJ and a carbomaiion factor of 100% are used to
calculate the BM emission coefficients.

- TheEFgy is calculated as 0.8632 t GOIWh.

The weightswom and wgy are selected as 0.75 and 0.25, respectively, @slated for wind
project by ACMO0002 (version 06). The combined margf 1.1460 t C@MWh is fixed
exantefor the entire first crediting period.

4.7 Environmental Impacts

An EIA has been conducted according to Chinese &wegulation. The potential
environmental impacts have been sufficiently idedi No significant environmental
impacts are expected from the project activity. iEBnmental Protection Bureau of
Heilongjiang Province approved the EIA on 22 Map@@5/.

4.8 Comments by Local Stakeholders

Besides the stakeholder consultation process mdjuity Chinese EIA regulations, an
additional stakeholder consultation process havenbgerformed through inviting local
residents to comment on the project activity. Yilasngyuan Wind Power Co., Ltd. carried
out a survey through questionnaires in Wujiaziag# in the area where the project will be
sited /6/. There were no adverse comments on thgqtractivity and all comments are
supportive of the project. A summary of commentprigvided and all commeni§/ have
been verified by DNV.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD, version 02, dated 15 August 2007 was npatiicly available on DNV’s climate
change website_(http://www.dnv.com/certificatiomf@techange and Parties, stakeholders
and NGOs were through the CDM website invited tovigle comments during a 30 days
period from 30 August 2007 to 28 September 2007.

No comments were received in this period.
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Table 1 Mandatory Requirements for Clean DevelopmeamMechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included inénl in achieving compliance with Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
2. The project shall assist non-Annex | Partiesantributing to the ultimate Kyoto Protocol Art.12.2 OK
objective of the UNFCCC.
3. The project shall have the written approvalatintary participation from the | Kyoto Protocol CAR1
designated national authority of each Party inviblve Art. 12.5a / CDM Modalities and OK
Procedures §40a
4. The project shall assist non-Annex | Partieadhieving sustainable developmenKyoto Protocol Art. 12.2 / CAR 1
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures OK
840a
5. In case public funding from Parties included\imex | is used for the project | Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not | CDM Modalities and Procedures Table 2
result in a diversion of official development atmiee and is separate from andAppendix B, 8§ 2 A24
is not counted towards the financial obligationshafse Parties. o
6. Parties participating in the CDM shall designatational authority for the CDM Modalities and Procedures OK
CDM. §29 Table 2 A.2.3
7. The host Party and the participating AnnexrtyPshall be a Party to the Kyoto | CDM Modalities §30/31a OK
Protocol. Table 2 A.2.3.
8. The participating Annex | Party’s assigned amalall have been calculated and CDM Modalitieds Rrocedures UK'’s assigne(d
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Requirement Reference Conclusion
recorded. 831b amount is 92%
of the emission
level in 1990.
9. The participating Annex | Party shall have lage a national system for CDM Modalities and Procedures | UK has in place
estimating GHG emissions and a national registacicordance with Kyoto 831b a national
Protocol Article 5 and 7. system for

estimating GHG
emissions and
annually
submits is most
recent inventory
to the UNFCCC

About additionality

10. Reduction in GHG emissions shall be additido@ny that would occur in the | Kyoto Protocol Art. 12.5c, OK
absence of the project activity, i.e. a CDM progdivity is additional if CDM Modalities and Procedures CL5& CL6
anthropogenic emissions of greenhouse gases bgesoare reduced below 843 Table 2
those that would have occurred in the absenceeofeiistered CDM project
activit B.3

y.

About forecast emission reductions and environmentampacts

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

For large-scale projects only

CDM Modalities and Procedures —aL

12 . Documentation on the analysis of the environmaniphcts of the project
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Requirement Reference Conclusion

activity, including transboundary impacts, shallsoémitted, and, if those 837c Table 2
impacts are considered significant by the projectipipants or the Host Party, Section D
an environmental impact assessment in accordaribgovacedures as required OK
by the Host Party shall be carried out.

About stakeholder involvement

13. Comments by local stakeholders shall be inydeslimmary of these provided| CDM Modalities and Procedures OK
and how due account was taken of any commentsvegtei 837b Table 2 Section

E

14. Parties, stakeholders and UNFCCC accredited $\éb@ll have been invited tot CDM Modalities and Procedures OK
comment on the validation requirements for minin@@rdays, and the project | 840
design document and comments have been made gubligilable.

Other

15. The baseline and monitoring methodology stalbteviously approved by the | CDM Modalities and Procedures OK
CDM Executive Board. 837e Table 2

B.1 &B.8

16. A baseline shall be established on a projeetifp basis, in a transparent CDM Modalities and Procedures cL4
manner and taking into account relevant nationd/@rsectoral policies and | 845c,d Table 2 B.2
circumstances. OK

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

18. The project design document shall be in conéoree with the UNFCCC CDM-| CDM Modalities and Proaesdu OK
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Requirement Reference Conclusion
PDD format. Appendix B, EB Decision
19. Provisions for monitoring, verification and ogfing shall be in accordance withCDM Modalities and Procedures cL8
the modalities described in the Marrakech Accorasralevant decisions of the §37f Table 2
COP/MOP. B.10 & B.13
OK
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Table 2 Requirements Checklist
CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Review=  Ref. MSV COMMENTS (;Dorgg CIZ:cIJr;l?:lI
Interview ' '
A. General Description of Project Activity
The project design is assessed.
A.l. Project Boundaries
Project Boundaries are the limits and borders ity
the GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ = DR @ Yes. The project is located on the west side OK
(geographical) clearly defined? /4] of Jinbu East Hill in Yilan County, Harbin
City, Heilongjiang Province, P. R. China.
However, the spatial boundaries 124°%0)
46°07 N for the proposed project mentioned
in the PDD were not found in FSR or EIA,
which needs to be clarified. Ck2
A.1.2. Are the project’s system boundaries (componentgl/ DR = The project site and the Northeast (regipnal OK
and facilities used to mitigate GHGs) clearly China Power Grid (NCPG) are defined as the
defined? project’s system boundaries.
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD &l w
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project
Participant.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS ggﬁg gg;ill
Interview ' '
A.2.1. Which Parties and project participants are /1/ ' DR | China and United Kingdom of Great Britain OK
participating in the project? and Northern lIreland are the two Parties
participating in the proposed project activity.
China is hosting the project and UK is the
Annex | Party. The project participants are
Yilan Longyuan Wind Power Co., Ltd. from
P. R. China and EDF Trading Limited fram
UK.
A.2.2. Have all involved Parties provided avalidand /1/ DR The letters of approval from the DNA ofGARZ OK
complete letter of approval and have all /2] China and UK have not been obtained.

private/public project participants been authori

by an involved Party?

7

ety

A.2.3. Do all participating Parties fulfil the participati

requirements as follows:

- Ratification of the Kyoto Protocol

- Voluntary participation

- Designated a National Authority

11/

DR

Both Parties, China and UK, fulfii the GARZ OK

requirements for participating in a CDM
project activity. Both have ratified the Kyoto
Protocol and have established the DNAs for

CDM related activities.
China:

= China ratified the Kyoto Protocol on 30

August 2002.

=  Chinese DNA is the Nationa

Development and Reform Commission

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS ggﬁg gg;ill
Interview ' '
(NDRC).
United Kingdom of Great Britain and
Northern Ireland:
= UK ratified the Kyoto Protocol on 31
May 2002.
= DNA of UK is the Department for
Environment, Food and Rural Affairs.
However, the project developer needs to
provide the confirmation of voluntary
participation by both Parties in the proposed
project activity.
A.2.4. Potential public funding for the project from /1/ | DR | The validation did not reveal any informatio OK
Parties in Annex | shall not be a diversion of to indicate that the project can be seen as a
official development assistance. diversion of official development assistance
(ODA) funding towards the China.
A.3. Technology to be employed
Validation of project technology focuses on thegub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure thg
environmentally safe and sound technology and kna
how is used.
A.3.1. Does the project design engineering reflect /1 DR The total 29 sets of Vestas V52-850KW windSE2 OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS CI:Draftl (I:Zlnall
Interview oncl. oncl.
current good practices? /5/ turbines will be installed, providing a total
capacity of 24.65MW.
However, both EIA and its approval is
designed for the project having the installed
capacity as 49.3MW (58 x 850kw), which is
not in line with what mentioned in the
feasibility study report and PDD (29 x 850kw
= 24.65MW). The same needs to be clarified
A.3.2. Does the project use state of the art technology griy pR The brand of wind turbines applied for the €2 OK
would the technology result in a significantly 14/ proposed project is Vestas.
better performance than any commonly used But, where are the wind turbines
technologies in the host country? manufactured? Where the whole set
technology is introduced domestically or
abroad and the technology will result in
better performance than any commonly used
technologies in China are not described
clearly in PDD.
A.3.3. Does the project make provisions for meeting /1/ DR The project owner has made the trainingct3 OK
training and maintenance needs? /19/ |  schedule for the whole project personnel,
129/ which has been provided to DNV.

However, the training record provided by the

project developer does not confirm t
implementation of the training schedule

he
as

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

CDM Validation 2007- 2092, rev. 01

30




DET NORSKE VERITAS

VALIDATION REPORT

DINIW
CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS CI:DorgE g(')r;]agl
Interview ' '
planned. The project developer is requested
to clarify.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developtis
assessed.
A.4.1. Has the host country confirmed that the project /1y DR The letter of approval from the DNA of caR1 OK

assists it in achieving sustainable development? ;5, China confirming the project being in line
with the sustainable development policies of
host country has not been received yet.

A.4.2. Will the project create other environmentalor  /1/ DR @ Yes. As a renewable energy project, it will OK

social benefits than GHG emission reductions? produce  positive  environmental  and
economic benefits and contribute to the lacal
sustainable development particularly will
mitigate local environmental pollution caused
by coal-fired power plants, increase new job
opportunities for local people and aid in

economic development.

B. Project Baseline

The validation of the project baseline establisivbether
the selected baseline methodology is appropriate an
whether the selected baseline represents a likadgline

scenario.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS CI:Draftl (I:Zlnall
Interview oncl. oncl.
B.1. Baseline Methodology
It is assessed whether the project applies an
appropriate baseline methodology.
B.1.1. Does the project apply an approved methodolagy1/ DR @ Yes. The project applies the methodology of oK
and the correct version thereof? /8/ ACMO0002 - “Consolidated methodology for
grid-connected electricity generation from
renewable sources”, version 06, which was
approved by EB on 19 May 2006.
B.1.2. Are the applicability criteria in the baseline /1/ = DR Yes. The project involves electricity OK
methodology all fulfilled? generation using renewable wind energy
source and does not involve on-site fuel
switch from fossil fuels to a renewahble
source.
The geographic and system boundaries for

the relevant electricity grid (Northeast Chi

Power Grid) can be clearly identified.

B.2. Baseline Scenario Determination

The choice of the baseline scenario will be vakdat
with focus on whether the baseline is a likely

scenario, and whether the methodology to define f
baseline scenario has been followed in a complete

and transparent manner.

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

* MoV = Means of Verification, DR= Document Revievs

Interview

Ref.

MoV
*

COMMENTS

Draft
Concl.

Final
Concl.

B.2.1. What is the baseline scenario?

11/
18/

DR

The baseline scenario is that the equivale
G
by the project, would have otherwise bee
id-
ion

amount of electricity delivered to the NCF

generated by the operation of other gt
connected power plants and by the addi
of new generation sources.

nt

n

OK

B.2.2. What other alternative scenarios have been
considered and why is the selected scenario th

most likely one?

1/
e

DR

The alternative baseline scenarios have b
identified as below:
a) Construction of the thermal power pla

with equivalent installed capacity or

annual electricity generation.
b) The proposed project activity na
undertaken as a CDM project activity;

c) Construction of a power plant usin
other renewable energy, such as hydr

with equivalent installed capacity o©
annual electricity generation;

d) Equivalent electricity service provided |
the Northeast China Power Grid.

Alternative a) does not comply with the
ith
to

Chinese law as thermal power plant w
capacity less than 135 MW are prohibited

Nt

—

=

een

o

Yy

OK

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

CDM Validation 2007- 2092, rev. 01

33




DET NORSKE VERITAS i §

VALIDATION REPORT DNV

CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Revievs Ref.
Interview

MoV Draft Final
& elhdeL s Concl. | Concl.

be built in areas covered by large grids such
as provincial grids Alternative c) as power
plants of the similar installed capacity
utilizing renewable energy such as solar PV,
geothermal, biomass and hydro, it has been
argued that the proposed project owner is
dedicated only to the wind power
development in Heilongjiang Province
according to the business scope, and has no
experience and ability to develop other

renewable energy power plants. Alternative

b) is not a realistic and credible if the
proposed project activity not undertaken as a
CDM project activity (see B.3.1). Therefore,
the only realistic and credible alternative for
the proposed project is d) the equivalent
electricity service provided by the NCPG.

However, the argument that the project
developer is into the business of developingct4
only wind power sources and does not have
experience in handling any other renewable
source based power generation unit needs to

! Notice on Strictly Prohibiting the Installation Bfiel-fired Generators with the Capacity of 135MWbelow issued by the General Office of the Stateril, decree No. 2002-6.
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be demonstrated clearly.

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 using1; DR VYes. OK
conservative assumptions where possible?

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 NCPG
macro-economic trends and political aspirations? have been taken into account.

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

B.2.7. Have the major risks to the baseline been /1/ DR  There are no significant risks to the bamseli 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 validatetth v
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Interview ' '
focus on whether the project itself is not a likely
baseline scenario.
B.3.1. Itithe ptrr?J(ZICtl addll)tlonallty assessed accordingto/1/ @ DR The additionality of the project, demonstrated OK
€ methodology: 14/ by applying the “Tool for demonstration and
/19/ assessment of additionality”, version 04, is in
/18/ compliance with the methodology.

Step 1. Identification of alternatives to the
project activity consistent with current laws
and regulations
Sub-step 1la. Define alternatives to the
project activity:
a) Construction of the thermal power plant
with equivalent installed capacity or annual
electricity generation.
b) The proposed project activity not
undertaken as a CDM project activity;
c¢) Construction of a power plant using other
renewable energy, such as hydro with
equivalent installed capacity or annual
electricity generation;

d) Equivalent electricity service provided by
the Northeast China Power Grid.

Sub-step 1b. Consistency with mandatory
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Interview

laws and regulations:

As discussed above, the only realistic and
credible alternative for the project scenario is

the equivalent capacity or electricity serv
provided by the NCPG.

Step 2 Investment analysis:

As the proposed project generates financial
and economic benefits through the sales of

electricity other than CDM related income

simple cost analysis (option | of the

methodology) can not be applied. T
alternative for the baseline scenario of
proposed project is not a similar investm
project, so option Il is also not an appropri
choice.

Hence, a benchmark analysis (option Il

Step 2 of tool for the demonstration and

assessment of additionality) is selected
conducting the investment analysis.

In accordance with the Etonomical
assessment and parameters for construc
project, 3th editioly the benchmark IRR o

ce

a

he

the
ent
ate

of

for

cGL5

tion
N
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Final
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total investment for Chinese wind pow
industry is 8%. However, the proje
developer is required to provide the evide
for this.

It has been argued that the project IRR in

absence of CDM revenues is 6.71 Wh;ich
improves to 9.16 with the support of CD

revenues. The analysis clearly shows that
proposed project is not financially attracti
without CDM revenues. However, the proje
developer needs to demonstrate this
providing the detailed IRR calculation she
along with the documentary evidence for
the assumptions considered for |
calculations

Following issues were also observed dur
the review of PDD, version 02, dated 01 J
2007. The project developer is requestec
clarify these issues:

1) The static total investment 222.43 milli
yuan should be showing in the table
instead of 228.97 million yuan.

the

M
the
ve
oct
by
ets
all
he

ing
uly
1 to

2) The evidence of electricity tariff/gri

o
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access agreement (0.6028yuan/kw.h in
FS, 0.5594yuan/kw.h in PDD)

3) Annual average O & M cost 7.26 million
yuan showing in PDD is not in line with
FSR as 7.39 million yuan.

4) The project developer also needs  to
justify the PLF considered for the IRR
calculations

A sensitivity analysis has also been carried
out to analyse the affect of variation in the
parameters like total investment, tariff ad
annual O&M cost. The variation within the
range of -10% to +10% has been considered
for the analysis.

However, the project developer is requested
to clarify the following points:

- However, as per the table 3 & figure
2 of the PDD, it is not accurate to say
that if total investment decreases by
10%, also the tariff increases by 10%,
the project IRR will exceed the
benchmark.
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Step 3 Barrier analysis:
This is not applied for the project. Howev

Evidence/data needs to be providec
support of the fact that major of tt
investment goes into the purchase
wind turbines.

Evidence needs to be provided
support the fact that the probability
the tariff higher than the estimate
value is very small since tariff

1in
e
of

to
of
od
S

regulated by the regulating entities.

The project developer also needs

justify the PLF considered for the

IRR calculations

The project developer
determine each
value at which the IRR will be equ
to the benchmark and assess
likelihood of attaining the arrive
values against each parameter
confirm that it is not likely that th
IRR will become equal to th
benchmark.

needs

to

to

input parameter’'s

al

the
d
and

[{))

%
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it should be indicated in the PDD.
Step 4 Common practice analysis:

The common practice shows the exist
wind farms projects located in tt

Heilongjiang Province with the capacity

between 10-40MW. Amongst the eight wi
power projects in the region, only twv
projects (commissioning in 2003 and 20(
are running without CDM revenues. It h
been explained that these two projects w
able to survive since they enjoyed bet
tariffs as compared to the existing plants.
The project developer is requested to prov
the following information:

- The justification (In reference to tt
“Tools for assessment ar
demonstration of additionality”) fo
the selection of Heilongjian
province as the region for th
common practice analysis. The sa
needs to be included in the PDD.

- The data source provided to just
the common practice analysis is r
adequate and the arguments nee

ng
e

nd
/O
)4)
as
ere
ter

ide

e
1d
r
g
e
me

fy
10t
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be justified correctly.
The project developer is also requested to
revise the additionality discussion in
accordance with the latest version of
additionality tools i.e. version 04.
B.3.2. Are all assumptions stated in a transparentand /1/ DR SeeB.3.1 -CE OK
conservative manner?
B.3.3. Is sufficient evidence provided to supportthe | /1/ DR SeeB.3.1 _CE OK
relevance of the arguments made?
B.3.4. If the starting date of the project activity isbef . j/1/ DR In the initial PDD, version 02, dated 15 OK
the date of validation, has sufficient evidence = /4, August 2007, the project starting date has
been provided that the incentive from the CDM 19/ been mentioned as 25 May 2007. However,
was seriously considered in the decision to during the site visits, it was found that the
proceed with the project activity? construction permit was obtained on 10 June
2007, which approved that the projectEL6

construction starting date was 14 June 2(
The project developer is requested to cla
and to revise the project start de
accordingly.
The project developer is also requested
provide an evidence for the fact that f
benefits of CDM revenues were seriou
considered in the decision to proceed with

)07.
rify
ate

to
he

sly
the
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project.

B.4. Calculation of GHG Emission Reductions — Project
emissions

It is assessed whether the project emissions ateds
according to the methodology and whether the
argumentation for the choice of default factors anc
values — where applicable — is justified.

B.4.1. Are the calculations documented according to {
approved methodology and in a complete and
transparent manner?

he/
/8/

DR

Project emission is regarded as zero as
project is a renewable energy (wind sour
project.

the
ce)

OK

B.4.2. Have conservative assumptions been used wh
calculating the project emissions?

enj/
18/

DR

Not Applicable.

OK

B.4.3. Are uncertainties in the project emission estimateg/

properly addressed?

18/

DR

Not Applicable.

OK

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

It is assessed whether the baseline emissions are
stated according to the methodology and whether
argumentation for the choice of default factors anc

values — where applicable — is justified.
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B.5.1. Are the calculations documented according to |
approved methodology and in a complete and

transparent manner?

he1/
18/

DR

Yes, baseline emissions have been calcul
by multiplying the net electricity supplied
the grid and the emission factor of the grid
The project developer is requested to incl
the information
locations.

The grid emission has been calculated as

regarding the meter

ated
o

de

the

weighted average of operating margin (OM)

and build margin (BM).

The only simple OM emission fact
calculation method is selected. Coun
specific data for net calorific valu&lCVi) of
each type of fossil fuel, the IPCC 20
default values for the oxidation factor of ez

type of fossil fuel and the total electricity

delivered to the NCPG are selected and
deemed reasonable.

The EFom is calculated to b
1.2404tCQ/IMWh as generation-weighte
average for the three years.

For BM calculation, the approach is
follow:
- Use of capacity additions for estimating t

or
try

06
ich

are

a
—

d

as

he

OK
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build margin emission factor for grid
electricity.
- Use of weights estimated using installed
capacity in place of annual electricity
generation. CL7

-Use the efficiency level of the best

technology commercially available in t
provincial/regional or national grid of Chin

as a conservative proxy, for each fuel type in

estimating the fuel consumption to estim
the build margin (BM).

a. The thermal power capacity additio

from the years 1998 to 2005 is chosen

and reach 21.34% of total install
capacity addition.
b. The weight of installed capacity additio

for thermal power plant is accounted for

91.31% of total
additions.

c. The coal consumption efficiency

installed capaci

343.33 g SCE/kWh is selected as the best

technology commercially available
China. The gas and oil consumpti

efficiency of 258 g SCE/kWh is selected

ed
ns
ty
Df

n
on
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as the best technology commercially
available in China.

d. The IPCC 2006 value of 25.8tC/TJ and a
carbon oxidation factor of 100% are used
to calculate the BM emission
coefficients.

The EFgym is calculated as 0.8632 t

CO,/MWh.

The weightsnoym andwgy are selected as 0.7
and 0.25, respectively, as stipulated for w
project by ACMO0002 (version 06). Th
combined margin of 1.1460 t GMMWh is
fixed exante for the entire first crediting
period.

However, how much has standard c
consumption been applied to determine
BM emission factor for the proposed proje
Is it conservative?
consumption efficiency being selected as
best technology commercially available
China?)

)

/5
ind
e

oal
the
ct?
(What's the fuel
the

n
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B.5.2. Have conservative assumptions been used when/l/ DR @ Referto B.5.1. el OK
calculating the baseline emissions?
B.5.3. Are uncertainties in the baseline emission 11/ 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 stat
according to the methodology and whether the
argumentation for the choice of default factors anc
values — where applicable — is justified.
B.6.1. Are the leakage calculations documented /1 DR Emissions arising due to activities such as OK
according to the approved methodology and in a g, power plant construction, fuel handling etc,
complete and transparent manner? could potentially give rise to leakage.
However, project participants do not need to
consider these emission sources as leakage in
applying this methodology ACMO0002. In
conclusion, no leakage is expected for the
proposed project activities.
B.6.2. Have conservative assumptions been used whery1/ DR = Not Applicable. OK
calculating the leakage emissions? /8/
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B.6.3. Are uncertainties in the leakage emission /1/ | DR  Not Applicable. OK
estimates properly addressed? /8/
B.7. Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
B.7.1. Are the emission reductions real, measurable angy; pR Yes. The electricity output delivered to the OK
give long-term benefits related to the mitigation grid from each turbine will be monitored and
of climate change. recorded at the substation. The cross check
with the electricity sales invoice is cleatly
identified. It is estimated that the
implementation of the proposed project as
planned will result in reduction of
approximatelys4 222tCO.e/year.
B.8. Monitoring Methodology
It is assessed whether the project applies an
appropriate monitoring methodology.
B.8.1. Is the monitoring plan documented accordingto /1/ DR @ The monitoring plan is in accordance with OK

the approved methodology and in a complete ¢
transparent manner?

1n¢8 /

the approved monitoring methodoloby

ACMO0002 (version 06)

“Consolidated

monitoring methodology for grid-connected

electricity generation from

renewahle
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sources” and is in a complete and transparent

manner.

B.8.2. Will all monitored data required for verification
and issuance be kept for two years after the er
the crediting period or the last issuance of CEF
for this project activity, whichever occurs later?

11/

d @/

2S,

DR

Yes. All the relevant data records will be k
for 2 years after the end of the credit
period.

e pt
ing

OK

B.9. Monitoring of Project Emissions

It is established whether the monitoring plan
provides for reliable and complete project emissio
data over time.

B.9.1. Does the monitoring plan provide for the
collection and archiving of all relevant data
necessary for estimation or measuring the
greenhouse gas emissions within the project
boundary during the crediting period?

11/
18/

DR

There are no emissions from the project

activity. See B.4.1

OK

B.10.Monitoring of Baseline Emissions

It is established whether the monitoring plan
provides for reliable and complete baseline emiss
data over time.

B.10.1Does the monitoring plan provide for the
collection and archiving of all relevant data

11/

DR

The project uses tlex-antedetermination of

emission factor for grid electricity. On

y

OK
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necessary for determining baseline emissions electricity supplied to the grid will be
during the crediting period? monitored and double checkes-post

B.10.2Are the choices of baseline GHG indicators /1/ DR @ Yes. The choice of baseline indicators is OK
reasonable and conservative? reasonable and conservative.

B.10.3Is the measurement method clearly stated for eagly DR  How many & where the meters to be OK
baseline |nd|Cat0.r to be monitored and also installed and what measurement method to bg'l_—g
deemed appropriate? applied are not identified clearly in the

monitoring plan.

B.10.4ls the measuremerguipmentescribed and /1 DR @ Referto B.10.3 -8 OK
deemed appropriate?

B.10.51s the measurementcuracyaddressed and /1/ DR The measurement accuracy of the electricity OK
deemed appropriate? Are procedures in place on meter is 0.2S, bidirectional. The procedures
how to deal with erroneous measurements? on how to deal with erroneous measurements

are in place.

B.10.61s the measurementterval for baseline data /1/ DR  The electricity supplied to the grid will be OK
identified and deemed appropriate? measured hourly and recorded monthly.

B.10.71s the registrationmonitoring, measuremeand | /1/ | DR | Yes. Such information is available in the OK
reporting procedure defined? monitoring plan of the PDD.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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B.10.8 Are procedures identified fonaintenancef /1/ | DR Yes. The metering equipments will be OK
monitoring equipment and installations? Are the properly calibrated and checked annually for
calibration intervals being observed? accuracy.
B.10.9Are procedures identified for day-to-day records /1/ DR @ Yes. All the day-to-day records handling OK
handling (including what records to keep, storage including what records to keep, storage area
area of records and how to process performance of records and how to process performance
documentation) documentation is identified in the monitoring
plan of PDD.
B.11.Monitoring of Leakage
It is assessed whether the monitoring plan provide
for reliable and complete leakage data over time.
B.11.1Does the monitoring plan provide for the /1/ = DR  Project participants do not need to consider oK
collection and archiving of all relevant data /8/ leakage in applying this methodology.
necessary for determining leakage?
B.11.2 Are the choices of project leakage indicators /1/ DR  Not Applicable. OK
reasonable and conservative? /8/
B.11.3Is the measurement method clearly stated for eagfy DR = Not Applicable. OK
leakage value to be monitored and deemed /8/

appropriate?

B.12.Monitoring of Sustainable Development Indicators/
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Environmental Impacts
It is assessed whether choices of indicators are
reasonable and complete to monitor sustainable
performance over time.
B.12.1ls the monitoring of sustainable development = /1y DR  The legislations in China do not require OK
indicators/ environmental impacts warranted by collection and archiving of data related to
legislation in the host country? environmental, social and economic impacts.
The environmental impacts will be monitored
by local environmental authority.
B.12.2Does the monitoring plan provide for the /1/ DR The indicators of environmental impacts will oK
collection and archiving of relevant data be stipulated by local environmental
concerning environmental, social and economic authority.
impacts?
B.12.3Are the sustainable development indicators inlingl/ = DR | This will be on local authority decision. OK
with stated national priorities in the Host
Country?
B.13.Project Management Planning
It is checked that project implementation is prdper
prepared for and that critical arrangements are
addressed.
B.13.1ls the authority and responsibility of overall /1/ = DR The management structure is illustratechen t OK

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

CDM Validation 2007- 2092, rev. 01

52



DET NORSKE VERITAS

VALIDATION REPORT DN
CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS ggﬁg gg;ill
Interview ' '
project management clearly described? I PDD. The management group is responsible
for the overall CDM management of the
proposed project.
B.13.2Are propedures identified for training of /1/ DR @ Yes. All management groups including OK
monitoring personnel? /19/ monitoring personnel will receive the
sufficient training in terms of monitoring and
verification.
B.13.3Are procedures identified for emergency /1/ DR  Considering the actual status of wind farm oK
preparedness for cases where emergencies can project activities, there will be no
cause unintended emissions? emergencies foreseen which can cause
unintended emissions.
B.13.4Are procedures identified for review of reported /1/ DR The procedures for the data collection and OK
results/data? reporting have been identified in the PDD.
B.13.5Are procedures identified for corrective actions iry1/ DR VYes. OK
order to provide for more accurate future
monitoring and reporting?
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundari#iseof
project are clearly defined.
C.1.1. Are the project’s starting date and operational  /1/ DR The estimated lifetime of the project is 21 OK
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lifetime clearly defined and evidenced?

141
120/

years as per feasibility study.
In the initial PDD, version 02 dated

15

August 2007; the project start date has been
mentioned as 25 May 2007 which is the

construction start date.

However, during the site visits, it wa&t9
observed that the construction permit was

obtained on 10 June 2007, which appro
the starting date of construction as 14 J
2007.

The project developer is requested to cla
the difference and
accordingly.

ved
une

rify

revise the PDD

C.1.2. Is the start of the crediting period clearly define

and reasonable?

11/

DR

The project developer has chosen
renewable crediting period with the start d

gL10

ate

of the crediting period being 01 January

2008, which is obviously not practical. T
project developer is requested to change
start date of crediting period.

he
the

OK

D. Environmental Impacts

Documentation on the analysis of the environmentphcts
will be assessed, and if deemed significant, andbiduld
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be provided to the validator.
D.1.1. Has an analysis of the environmental impacts of /1/ DR | Yes. The analysis of the environmental OK
the project activity been sufficiently described? g, impacts of the project activities such as noise,
wastewater and solid waste, air pollution,
ecological environment, etc. has been
sufficiently described in the PDD.
D.1.2. Are there any Host Party requirements foran ~ /1/ = DR There are some Chinese local standards fd#=2 = OK
Environmental Impact Assessment (EIA), and if g, an EIA, and the EIA for this project activity
yes, is an EIA approved? was approved by the Environmental
Protection Bureau of Heilongjiang Province.
D.1.3. Will the project create any adverse environmentajl/ DR No. The project will not create any adverse OK
effects? /5/ environmental effects as per EIA report.
D.1.4. Are transboundary environmental impacts /1/ | DR | There are no transboundary environmental OK
considered in the analysis? /5/ impacts foreseen for the project.
D.1.5. Have identified environmental impacts been | /1/ | DR | Yes. The identified environmental impacts OK
addressed in the project design? /5/ have been addressed in the project design.
D.1.6. Does the project comply with environmental /1 DR Yes. The project complies with Chinese OK
legislation in the host country? /5/ environmental legislation as the EIA was

approved by local authority.

E. Stakeholder Comments

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS CI:Draftl (I:Zlnall
Interview oncl. oncl.
The validator should ensure that stakeholder contsnen
have been invited with appropriate media and thag d
account has been taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /1/ DR  Yes. The project owner successfully held a OK
/5/ stakeholder meeting in Yilan County dated
/6/ on 15 August 2006. Total 12 stakeholder
representatives from the Development and
Reform Bureau & Environmental Protection
Bureau of Yilan County, the Yilan Power
Supply Corporation, and the Villagers fram
Woujiazi village where the proposed project is
located, were attending the meeting. Also
The local residents were invited through
distributing and collecting responses to the
questionnaires. All the questionnaires with
comments have been verified by DNV.
E.1.2. Have appropriate media been used to invite /1/ DR Yes. The meeting and distribution of OK
comments by local stakeholders? /5/ questionnaires had been used to invite the
16/ comments from the local stakeholders.
E.1.3. If a stakeholder consultation process is required /1/ DR | Yes. The stakeholder consultation process is OK
by regulations/laws in the host country, has the g, in accordance with Chinese EIA regulations.
stakeholder consultation process been carried out

in accordance with such regulations/laws?

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

CDM Validation 2007- 2092, rev. 01

56




DET NORSKE VERITAS

I8

VALIDATION REPORT DNV
CHECKLIST QUESTION :
* MoV = Means of Verification, DR= Document Revieu= = Ref. MSV COMMENTS ggﬁg g(')r;]ill
Interview ' '
E.1.4. Is a summary of the stakeholder comments /1/ DR Yes. A summary of the stakeholder OK
received provided? 16/ comments received described in the PDD.
E.1.5. Has due account been taken of any stakeholder /1y DR No negative comments have been received OK
comments received? /6/ on the project. Meanwhile, the project owner
will concern much on the suggestions from
stakeholders and put all of the measures
listed in the EIA into effect during
construction and operation, so as to achieve
environmental, social and economic benefits.

* MoV = Means of Verification, DR= Document Revigw~ 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: A.2.2 The letters of approval from the DNAOK

The letters of approval from the DNA of A2.3 of China and United Kingdom of GreabNV has got the LoA from Parties and

China and UK have not been obtained. A4l Britain and Northern Ireland have beggonfirmation of voluntary participation

submitted to DOE. from both Parties for the proposed
project activity has been addressed.
CAR 1 is closed.

CL1: Al.l The geography coordinate for theK

The spatial boundaries 124°%) 46°07 N proposed project is the east longitydey 1 is closed.

for the proposed project mentioned in the 129°53 E, north latitude 46°05N,

PDD are not found in FSR or EIA, which which is evidenced by original institufe

needs to be clarified. of FS.

CL2: A.3.1 = The project has the installedK

* Both EIA and its approval is designed foh.3.2 capacity as 24.65MW (29x | DNV obtained the approval document
the project having the install_ed _capaciuy_l,z 850kW). The approval documeh f 19 Marlch 2008 from t_ha
as 49.3MW (58 x 850kw), which is not jn from the Environmental Protectigri-"VIronmenta Protectioh
line with what mentioned in the feaS|b|I|t)i Administration of Heilongjiang Adm!nlstratl_tlaln of hHe”OngJ'anEl
study report and PDD (29 x 8_50kw = Province has been submitted t8ro_vm<1:e illustrating  the proposed
24.65MW). The relevant evidences DOE. project’s division into two phases. And
mentioned above should be given by the first phase is the proposed project. DNV
project developer. | would like to indicate that as per the

* 29 sets of Vestas52-850 kW wingE|A approval letter, the installed
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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
turbines are adopted by theapacity of the first phase is stated|as
= Where are the wind turbines proposed project. All wind turbines24.65 MW (29x850 Kw). The approval
manufactured? Where the whole ket are produced in Tianjin factoriedetter has been verified by DNV.
technology is introduced domestically |or which are invested by Vestas
abroad and the technology will resultin corporation from Denmark. The&pn FSR and PDD, the manufacturer and
better performance than any commonly required information has be€Rgchnical parameters are addressed
used technologies in China are not provided in the PDD. clearly for Vestas52-850 kW.
described clearly in PDD. CL 2 is closed.
CL3: A.3.3 The evidence of training implemente@K
The training record provided is not able |to as per schedule has been submittedgcument of training implemented as
confirm the training is implemented as per DOE. per schedule has been obtained. In this
schedule. document, the wind generation basic
knowledge; procedures for operatipn
and regulation; turbine provider(s
training for operators and workers
relating operation and maintenance are
addressed.
CL 3 is closed.
CL4: B.2.2 According to the business licence, tl@K. DNV was able to verify the
The argument that the project developer is business scope of the project owner liisiness license of the project
only dedicated to wind power development in wind farm development and operatiordeveloper. Based on the evidence
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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

Heilongjiang Province according to the The project corporation comes intprovided, DNV accepts the fact that the

business scope and does not have experience existence on 29 December, 2006 andmain business area of the project owner

in handling any other renewable source based the project owner has less experienceis the development of wind power

power generation unit needs to |be wind power development and has |ngeneration wunits and hence, the

demonstrated clearly. experience in handling any othealternative of developing power

renewable source based powgeneration units based on other
generation unit. renewable sources is not a crediple
alternative for the project developer.
Hence, CL 4 is closed.

CL5: B.3.1 a) The evidence that the benchma®K

a) In accordance with the Etonomical B.3.2 IRR on total investment for Chinesey) pNV has verified the evidence of 8%
assessment and parameters  ffgf3 3 wind power industry is 8% has beeng/ for benchmark of wind farm
construction project, 3th editién the submitted to DOE. projects.
benchmark IRR on total investment for b) The financial analysis sheet has been
Chinese wind power industry is 8%. b) The detailed IRR calculation sheetgerified by DNV and is able to confirm
Hence, the same has been tqken as and the documentary evidence fdhat the IRR calculations presented |by
benchmark for the proposed project|as all the assumptions considered fdhe project developer are in accordance
well. However, the project developer |is the calculations have been submittedith the EB’s guidance on the financial
required to provide the evidence for this. to DOE. analysis (EB 38-41).

b) The analysis clearly shows that the DNV also verified the input values used
proposed project is not financially c) These problems showing in Tablg for the IRR calculations. It has begen
attractive  without CDM revenues. of B.5 of PDD have been explaine@bserved that most of the input valyes
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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
However, the project developer needs to or corrected in the PDD: like total investment, operational
demonstrate this by providing the The static total investment is 222 alfetime, annual O&M expenses,
detailed IRR calculation sheets along million yuan. installed capacity and estimated
with the documentary evidence for all the PLF/annual electricity generation, rate
assumptions  considered for the . | of residual life of the assets, taxes getc
calculations. The Official Letter about the tariffy,aye peen sourced from the feasibility

Following issues were also obsery
during the review of PDD, version O
dated 01 July 2007. The proje
developer is requested to clarify the
issues:

= The static total investment 222.4
million yuan should be showing in th
table 1 instead of 228.97 million yua

= The evidence of electricity tariff/gri
access agreement (0.6028yuan/k
in FS, 0.5594yuan/kw.h in PDD)

= Annual average O & M cost 7.2
million yuan showing in PDD is ng

in line with FSR as 7.39 million yuan.

= The project developer also needs

ed
2,
ct

}se

43
e
n.

d
w.h

6

—

justify the PLF considered for the IR

R

of the proposed project issued by t

Development and Reform Bureau |qf

Yilan County in Heilongjiangd
Province in April 2007 regulated th
tariff of the proposed project as 1
more than 0.5622 Yuan/kW
(excluding VAT). The evidence hé
been submitted to DOE and t

value of the tariff has been Correc“egttractive (IRR8.76%). However, ti
the propose

in the PDD.

In accordance with theEconomical
assessment and parameters
construction project, 3th editidn
annual average O & M cost is 7.
million yuan. The evidence has be|
submitted to DOE.

rE.Eludy report. (FSR). However, the tar
as been sourced from @t
“Propositional letter for tariff issued 4
®ocal Development and Reform Bure
'®n 14 April 2007”. This is mainly
hhecause the FSR was based on
“Bstimated tariff of 0.6028RMB/KW
@nd the project was financial

tariff considered for
project is the actual tariff announced
the proposed project.

f@onsidering the above mentioned in
values and the financial excel sheg
PONV is able to conclude that th
Eeproposed  project is  financial
unattractive.

iff
ne

y
au

< 2 ~

or

DUt
2ts,
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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
calculations c) The issues pointed out during the

d) Evidence/data needs to be provided| in According to  the  Chinesedesk review of the project design
support of the fact that major of the Renewable Energy Law enacted [d#ocument regarding the inconsistency
investment goes into the purchase| of January T 2006, wind power Petween the values mentioned in the
wind turbines. generation should be purchased fylffPD and those mentioned in the FSR

e) Evidence needs to be provided to support by the grid. Therefore, the PlFave been taken care of by the project
the fact that the probability of the tarjff reflects the annual generation outp@€veloper in the revised PDD. The
higher than the estimated value is very of the proposed project, which ha&vised PDD as well as the financjal
small since tariff is regulated by the been considered for the IRREXCel worksheets have been verified|by
regulating entities. calculation in the PDD. DNV. Thg sgme |§ acceptable to DN-V.

f) The project also needs to consider fthe (http://www.gov.cn/ziliao/flfg/2005| For PLF in line with annual generation,
variation in the total electricity -06/21/content_8275.him wholly bought by the Grid which was
generation or PLF for the sensitivity enforced by Chinese Renewable Energy
analysis. d) According to the feasibility study - 12> Peen considered for the IRR

g) The project developer needs to determjine . % th dy Wcalculation in the PDD confirmed by
each input parameter’s value at which the report of the  proposed projechyy.

: (Appendix B), 78.5% of the total
IRR will be equal_ o the be”Chm?’“k and investment of the proposed project
assess the Ilkellhood of attaining the is used to the purchase and The issue regarding the 78.5%|of
arrived values against each parameter and installation of wind turbine system| total investment that goes into the
anflrm that it is not I|ke|y that the IRR purchase of turbines has been verified
will become equal to the benchmark. . | from the feasibility study report. It has

h) Step 3 of B.5 Barrier analysis is not €) The Official Letter about the tariffyeen opserved that this investment is
applied for the project, which should pe of the proposed project issued by thg, + 78506 of the total investmeft.
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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
indicated in the PDD. Development and Reform Bureau|ofhe evidence provided is acceptablg to
i) The data source provided to justify the Yilan County in Heilongjiang DNV.
common practice analysis is not adeqyate Province in April 2007 regulated they) The document of tariff of the
and the arguments need to be justified tariff of the proposed project as N@roposed project issued by the
Correctly. more than 0.5622 Yuan/kWh:)evelopment and Reform Bureau |of
J) The project developer is also requested to (excluding VAT). The evidence hasyjlan County in Heilongjiang Province
revise the additionality discussion (in been submitted to DOE and théy April 2007 regulated the tariff of the
accordance with the latest version |of relative analysis has been shown i

additionality tools.

the PDD.

f) The variations in PLF have beéf

considered for the sensitivil

analysis in the PDD.
(http://www.gov.cn/ziliao/flfg/2005-
06/21/content 8275.him

g) Each input parameter's value

which the IRR will be equal to the
benchmark and the relative analys|

has been shown in the PDD.

h) Step 3 of B.5 Barrier analysis is n

Broposed project as no more than
0.5622 Yuan/kWh (excluding VAT) has
been reviewed.

The issue regarding the
yconsideration of PLF/annual electricity
generation has been taken care of by|the
project developer in the revised PDD,
version 03, dated 06 April 2008. The
same has been verified by DNV.

aq) The project developer has
analysed each critical input value like
vestment cost, tariff, PLF/Annual
electricity generation and annual O&
costs till the point at which the project

IRR touches the benchmark. The same
Ohas been included in the revised PDD,
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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
applied for the project, which hawersion 03, dated 06 April 2008. DN
been indicated in the PDD. has assessed the possibility of e
parameter having that value. Based
- - - the discussion and the eviden¢
) Jhe data source provided o 1 fyovided, DNV is able o conclde 1
the relative analysis has been sha e variation up to that level is high
in the PDD. unlikely.
h) The issue has been addresse
, . _ i _ the revised PDD, version 03, dated
j) The additionality discussion ha%pr“ 2008.
been revised in accordance with 1h§ DNV iied  th P
latest version of additionality toold! “ verified the sources
: , provided and confirmed the data for
I.e. version 04. : .
common practice is complete a
reasonable.
The PDD has been revised
accordance with the version 04 of the
additionality tool.
CL6: B.34 The incentive from CDM has been The evidence for incentive of CDM
The incentive from CDM for the proposed described in section B.5 of the PDD andonsideration has been provided and
project and relevant evidences are required to relevant evidences have been submittestipported by the lower tariff regulated

be provided.

to DOE.

by local government.
CL 6 is closed.
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
CL7: B.5.1 To determine the BM emission factoOK
How much has standard coal consumption B.5.2 f?cfr_ the prop;osedt proJF?’ gower SUpP_chis is in compliance with data from
been applied to determine the BM emission etliciency ot best coal fired power unit . . : :
; _ - : ; : p://cdm.ccchina.gov.cn/WebSite/

factor for the proposed project? Is it commercially available in China ( —
conservative? (what's the fuel consumption (PEcoalaa) is 35.82%, power supplyDM/UpFile/File1374.pdf) .
efficiency being selected as the best efficiency of best gas fired power unip, .o 4
technology commercially available in Ching?) commercially available in  China

(PEgasag) is 47.67% and power supply

efficiency of best oil fired power unjt

commercially available in  China

(PEoiiaay) is 47.67%, which are from

from the Announcement of Determining

China Regional Power Grid Baseline

Emission Factors, published by China

National Development and Reform

CommissionThis is conservative. Selkd

detailed information in the web station

below.

( http://cdm.ccchina.gov.cn/WebSite/C

DM/UpFile/File1374.pdf)
CL8: B.10.3 The net electricity supplied to the gridDK

How many & where the meters to be installred B.10.4

will be monitored through the ma

NThis has been checked against
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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
and what measurement method to be applied meter installed at the 220kV substatiomonitoring plan.

are not identified clearly in the monitoring

plan.

of the windfarm. This meter has twbe| 8 is closed.

way metering, recording both exports
the grid and imports from the grid; n
electricity supplied to the grid |
calculated as exports minus imports.

In addition, at the project site, electric
from the turbines and the transmiss
lines connected to the turbines
monitored, and two meters are instal
at the entrance side of the 220
transformer station and the
monitoring data will be the references
the net power supply to the grid.

If in the future, some other wind farn

to
et
S

ty

on
is
ed

5e
0

—

nsS

share the same transformer, subst
or transmission line with this windfar
the appropriate separate meters will

ion

Iso

be installed in the project site so that the
electricity generation can be monitored
respectively to calculate the share |of
this windfarm of the net supply to the

grid.
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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
CLO: Cli1 Construction permit was obtained on |10K.
During the site visits, it was observed that the June 2007 The project developer has revised the
construction permit was obtained on 10 June PDD in accordance with the
2007, which approved the starting date| of construction permission date. The
construction as 14 June 2007. construction permit dated 10 June 2007
The project developer is requested to clarify has been verified by DNV. The project
the difference and revise the PDD start date has been mentioned as| 10
accordingly. June 2007 in the revised PDD.

CL 9 is closed.

CL10: C.1.2 The start date of the crediting period h@. PDD has been revised.

The PP has chosen a renewable crediting
period with the start date of the crediting
period being 01 January 2008, which is
obviously not practical.

been corrected and the final start date
the crediting period will be the
registered date.

ofL 10 is closed.
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CERTIFICATE OFCOMPETENCE

Michael Lehmann

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

GHG Auditor: Yes

CDM Validator: Yes JI Validator: -
CDM Verifier: Yes JI Verifier: -
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 1,2,3 &9

Technical Reviewer for (group of) methodologies:

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

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

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

AMO0009, AM0037 Yes AMO0046

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

[l.H, AMS-II1.I

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

AMO0021, AM0028, AM0034, AM0051 Yes

AMO0023 Yes

AM0024 Yes

Hoavik, 5 February 2007

oy~ il (hse-

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

Sun Shu Yong

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

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

Industry Sector Expert for Sectoral Scope(s): -

Hoavik, 6 November 2006

o il hne-

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

Qinghong (Rowena)Jiao

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

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

Industry Sector Expert for Sectoral Scope(s):

Havik, 18 July 2007

Lz fcha! (ohne- -

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

Raman Venkata Kakaraparthi

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

GHG Auditor: Yes

CDM Validator: Yes JI Validator: -
CDM Verifier: Yes JI Verifier: -
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 5

Technical Reviewer for (group of) methodologies:

ACMO002, AMS-I.A-D, AM0019, AM0026, Yes

AMO0029, AM0045

Havik, 30 October 2007

Hichae! (ohme--

Michael Lehmann
TechnicalDirector, International Climate Change Services

Anjana Sharma
Qualification in accordance with DNV’s Qualificaticcheme for CDM/JI (ICP-9-8-i1-CDMJI-i1
GHG Auditor: Yes
CDM Validator: Yes JI Validator: --
CDM Verifier: -- JI Verifier: -

Industry Sector Expert for Sectoral Scope(s): -

Havik, 30 October 2007

Nchae!  lohws--

Michael Lehmann
TechncaDirector, International Climate Change Services
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