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DNV
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GWP
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MP
MVP
N,O
NGO
ODA
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PDD
PLC
SLS
UNFCCC

Corrective Action Request
Clean Development Mechanism
Carbon Emission Factor
Certified Emission Reduction
Methane

Clarification request

Carbon dioxide

Carbon dioxide equivalent

Det Norske Veritas

Designated National Authority
Greenhouse gas(es)

Global Warming Potential
Holcim (Lanka) Ltd.
Intergovernmental Panel on Climate Change
Monitoring Plan

Monitoring and Verification Plan
Nitrous oxide
Non-governmental Organisation
Official Development Assistance
Ordinary Portland Cement
Project Design Document
Portland Limestone Cement

Sri Lankan Standards

United Nations Framework Convention on Cten@dhange
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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification Ltd. (DNV) has feemed a validation of the Optimal
utilization of clinker by increasing the additives cement production at Holcim Lanka Ltd
(HLL) project in Sri Lanka. The validation was pmrhed on the basis of UNFCCC criteria
for the Clean Development Mechanism and host cguriteria, as well as criteria given to
provide for consistent project operations, monitgrand reporting.

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

The host country is Sri Lanka and the Annex | agustSwitzerland. Both countries fulfil the
participation criteria and have approved the prdjemd authorized the project participants.
The DNA from Sri Lanka confirmed that the projessists in achieving sustainable
development.

The project correctly applies ACM0005 “ConsolidatBaseline/Monitoring Methodology
for-Increasing the Blend in Cement Production”, sien 03.

By increasing the blend in the cement, the prajestilts in reductions of CQemissions that
are real, measurable and give long-term benefitsh® mitigation of climate change. It is
demonstrated that the project is not a likely bemelscenario. Emission reductions
attributable to the project are hence additionalawy that would occur in the absence of the
project activity.

The total emission reductions from the project @sémated to be on average 58 138 (€0
per year over the selected 10 year crediting peritiie emission reduction forecast has been
checked and it is deemed likely that the stateduamnis achieved given that the underlying
assumptions do not change.

Adequate training and monitoring procedures havernbienplemented.

In summary, it is DNV’s opinion that the Optimalliation of clinker by increasing the
additives in cement production at Holcim Lanka (td L) project in Sri Lanka, as described
in the PDD of 23/03/2007, meets all relevant UNFC@Guirements for the CDM and all
relevant host country criteria and correctly apglithe baseline and monitoring methodology
ACMO005. DNV thus requests the registration ofpftegect as a CDM project activity.

2 INTRODUCTION

Holcim Lanka Ltd (HLL) has commissioned Det Norskeritas Certification Ltd. (DNV) to
perform a validation of the Optimal utilization dfnker by increasing the additives in cement
production at Holcim Lanka Ltd (HLL) project in Sranka (hereafter called “the project”).
This report summarises the findings of the valmlatf the project, performed on the basis of
UNFCCC criteria for the CDM, as well as criteriavg to provide for consistent project
operations, monitoring and reporting. UNFCCC ci@terefer to Article 12 of the Kyoto
Protocol, the CDM modalities and procedures, ared gshbsequent decisions by the CDM
Executive Board.

CDM Validation 2007-9019, rev. 02 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 ireottd 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 independahtobjective 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 aseabme the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udalg the approved baseline and
monitoring methodology. The validation team hassdohon the recommendations in the
Validation and Verification Manual employed a risksed 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 andforective actions may have provided input
for improvement of the project design.

3 METHODOLOGY

The validation consists of the following three p&s

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

Il the resolution of outstanding issues and tlseidasce of the final validation report and
opinion.
The following sections outline each step in moreaile

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

11/ Project Design Document (PDD) for CDM ActivityOptimal utilization of clinker by
increasing the additives in cement production dtifoLanka Ltd (HLL), Sri Lanka,
Version 01, 21/10/2006.

Version 04, 23/03/2007.

12/ Calculation worksheets — (calcuation_XX_PDD_MW) — XX represents 01 — 06
Calculation worksheets — V04.

13/ DNA of Sri Lanka, Letter of approval, dated 09 A@007

14/ International Emission Trading Association (l51& the World Bank’s Prototype
Carbon Fund (PCF): Validation and Verification Mahuhttp://www.vvmanual.info

CDM Validation 2007-9019, rev. 02 6
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/51
16/

171
18/
19/

ACMO0005, version 3, 19 May 2006

General Direction under Section 6 (1) (c), biren No: 95, Consumer Protection Act,
No: 1 of 1979.

Results of Benchmark Laboratory analysis — (Bemark_PDD_VO01.pdf )
Environmental Protection Licence (EPL), Numioer@5/2005 R-1, dt. 03 May 2006.

DNA of Switzerland, Letter of approval, dated 15meta2007

The main changes between the version publisheitiéo80 days stakeholder commenting
period and the final version submitted for regisbra
- Emission Reduction calculation changes resulfiogh CL’s and CAR’s in the draft
validation report.

3.2 Follow-up Interviews with Project Stakeholders
Personnel who have been interviewed and/or provédiglitional information to the presented

documentation:
Date

/10/ 2007-01-15
/11/ 2007-01-15
/12/ 2007-01-15
/13/ 2007-01-16
/14/ 2007-01-16
/15/  2007-01-16
/16/ 2007-01-16

CDM Validation 2007-9019, rev. 02

Name

Ms. Catherine Martin- Project coordinator, Calculation and source data

Robert

Mr. Chalaka Fernando

Organization

Holcim Group Sup
port Ltd

Environmental
manager, Holcim
(Lanka) Ltd.

Mr. R. A. Ananda WimalPlant Manager,

Rajakaruna

Mr. Peter Spirig

Mr. George Nicole

Mr. Rodolfo Montero

Mr. Francois Golout

Holcim (Lanka)
Ltd.

MD & CEO,
Holcim (Lanka)
Ltd.

Vice President -
AFR

Vice President
Sales & Marketing

Vice President,
Manufacturing &
Technical

Topic
verification

Environmental Impact,
Environmental clearance,
Stakeholder consultation.

Technology and
production.

Additionality, Benefits of
CDM, Risks in Market
Place. Funding of project.

Additionality, Benefits of
CDM, Risks in Market
Place.

Additionality, Benefits of
CDM, Risks in Market
Place.

Trails conducted for new
blended cement.
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/17/  2007-01-16  Mr. Anura Jayatilake Director, Mitny ~ Approval by DNA
of Environment and
Natural Resources

3.3 Resolution of Outstanding Issues

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

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

The validation protocol consists of two tables. Tdiferent columns in these tables are
described in the figure below. The completed vaiahaprotocol for the Optimal utilization of
clinker by increasing the additives in cement puaiiun at Holcim Lanka Ltd (HLL) project
is enclosed in Appendix A to this report.

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

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

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

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

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

CDM Validation 2007-9019, rev. 02 8
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Validation Protocol Table 1: Mandatory Requirementsfor CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th

legislation or

agreement where the
requirement is found.

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

Validation Protocol Table

2: Requirement checklist

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

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

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Validation conclusion

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

If the conclusions from th¢
draft Validation are either

> Reference to the
checklist question

The responses given by
the project participants

This section should summaris
the validation team’s

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

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

responses and final

conclusions. The conclusiong

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

Figure 1 Validation protocol tables

3.4 Internal Quality Control

The draft validation report including the initiabhdation findings underwent a technical
review before being submitted to the project pgoéints. The final validation report will
undergo another technical review before requestgistration of the project activity. The
technical review was performed by a technical ieeiequalified in accordance with DNV’s
gualification scheme for CDM validation and ver&ton.

CDM Validation 2007-9019, rev. 02
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3.5 Validation Team
Role/Qualification Last Name First Name Country
Cement Sector expert, Jayaram Santhosh Sri Lanka
CDM Validator
Team Leader, GHG | Hemashantha Buddika Sri Lanka
Auditor
Technical reviewer Telnes Einar Norway

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

4 VALIDATION FINDINGS

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

The draft validation findings relate to the projéesign as documented and described in the
project design documentation.

4.1 Participation Requirements

The project participants are Holcim (Lanka) LtchdaHolcim Group Support Ltd. The Parties
involved, i.e. Sri Lanka as host Party and Switredl as Annex 1 Party, meet the
requirements to participate in the CDM. Written @gyal from the DNA of Sri Lanka and
Switzerland is available..

The validation did not reveal any information tiadicates that the project can be seen as a
diversion of official development assistance (OD#)ding towards Sri Lanka

4.2 Project Design

The project activity consists of a reduction of ttlenker content in the current Portland
Limestone Cement (PLC) produced in Puttalam cenpdamt by increasing the additive
percentage using natural additives (limestone atahaite) and artificial pozzolanic materials
such as slag and potentially fly ash. The curreetrage percentage blend produced in the
Puttalam cement plant is made of limestone andnditdoand represents 12.6% of the blend.
The project activity is expected to enable HLL twrease the additives level to 29%
(gypsum not included).

The proposed project will be the first of its kimdSri Lanka with this level of additives.

Starting date of the project was 1 January 2006¢twis the starting date of the increasing
levels of additives in cement and trials. The fixeelditing period of 10 years is selected from
01 July 2007, in anticipation of the registratidnttee project. It is confirmed by the project
participant that the date of registration will lensidered as the starting date of the crediting
period. The operational lifetime of the projectlé more than 15 years.

CDM Validation 2007-9019, rev. 02 10
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4.3 Baseline Determination

The project applies the approved consolidated Imeselmethodology ACMO0005
“Consolidated Baseline Methodology for increasirdg tblend in Cement production”,
Version 03, dated 19 May 2006. The appropriatersegsstified by meeting the applicability
conditions.

- The project aims at reducing the share of clinkethe production of cement beyond
the current practices in Sri Lanka. The additives lamestone, dolomite, slag and
potentially later fly ash.

- Itis demonstrated that there is no shortage aéstone through the limestone reserves
available in the identified mines. HLL has estsilid contracts with suppliers of
dolomite and DNV’s verification of the contractstasishes the availability of
dolomite. HLL also has established long term cxts for supply of slag. HLL also
plans to use fly ash from a proposed coal therroalgp plant, but cannot demonstrate
availability of the ash prior to the establishmehthis plant.

- The cement produced is proposed being sold indheedtic market.

- Although information available in public domain wlasking, an independent survey
covering whole of Sri Lanka market has been camigtd As a result adequate data is
available on the cement types in the Lanka market.

The project system boundary includes the cementlyatoon plant and the power grid.
Transportation of additional additives is also utted in the project boundary.

The boundaries are considering accounting for;
Direct emissions at the cement plant due to fueitmastion.
Direct emissions due to calcinations of limestone.

Indirect emissions from fossil fuel combustion irower plants in grid and
transportation of additives.

The power source for the cement plant is from thé&kan national grid.

4.4 Additionality

The methodology refers to the latest version ofath@itionality tool.

Step 0 — Not applicable.

Step 1:

The only realistic and credible alternatives aee fihoject and the baseline. Both alternatives
will be in compliance the legal and regulatory regments. Since the new type of cement
will be sold without an SLS mark in the Sri Lankaarket, it is clear that this type of cement
does not attract the provisions of the consumeteption act of Sri Lanka to have mandatory
SLS mark. The SLS mark is a product certificatioark given on products confirming to the
standards set by Sri Lankan Standards. For somdugts, e.g. masonry cement it is
mandatory under the consumer protection act thanasonry cement shall be sold without
the SLS mark.

Step 2: Not applied.

CDM Validation 2007-9019, rev. 02 11



DET NORSKE VERITAS i g

VALIDATION REPORT DNW

o]
<

Step 3:

It is demonstrated that the proposed CDM projectsaa technological barrier in the form of
additional grinding capacities for the slag as veasllcement. However, the implementation
plans for the additional capacities are not yetl vadelfined nor included in the capital
expenditure plans of the organisatisimce investments are major and could be partiayized
only with the CDM incentives The organisation will be finalizing on these ¢apexpenditures
after project registration.

The project also faces an institutional barrierttes proposed type of cement is not in line
with any of the SLS standards for cement as reddoeabove. However, the new cement will
be in compliance to with the EN 197 CEM II/BM(200&andard. This requires efforts to
convince SLS to align their standards to EN stashglaaind can thus be perceived as a barrier.

The arguments for market acceptability criteria supported with figures on marketing and
advertisement cost of the earlier launch of PLCthesnew cement is not in line with SLS,
coupled with the low awareness of blended cemémwt, imtroduction of this cement will
definitely face similar barriers as the PLC faced.

HLL is the only producer of PLC cement in Sri Lardad continuing the production of PLC
cement is a viable alternative. However, it isdewt that HLL has established a dedicated
team to develop high blended cement with the oljeaf reducing the GHG emissions.
Although the new cement will comply with the alrgagkisting EN 197 CEM [I/BM(2000)
standard, time and efforts is invested to studyldbally available additives and also trials on
various blends and testing for the cement properiie facilities and resources required for
such studies is deemed a barrier in Sri Lanka bhadégistration of this CDM project will
promote such efforts in the industry. The resultsuzh trials were verified.

Step 4.

The proposed project is the first of its kind in 8anka in applying this high level of
additives.

Step 5:

The CDM registration will assist HLL in overcomitige institutional and marketing barriers.
It was also evidenced during the interviews thatLHias set targets for reducing GHG
emissions in line with the Holcim Group’s publicjettive. The registration of the project

will be a good motive for HLL to look for projectbat face barriers and further reduce GHG
emissions.

It can be concluded there are technological, unsbihal and market acceptability barriers
sufficient to prevent the project from happeninghaut the financial support from the CDM.
The emissions reductions occurring from the praojact hence be deemed additional.

4.5 Monitoring

The monitoring plan is consistent with the requiemts of the approved monitoring
methodology ACMO0005. The justification for the appbility of ACMO0O0O05 is the same as
for the applicability of the baseline methodology.

CDM Validation 2007-9019, rev. 02 12
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The monitoring plan provides detailed informati@tated to the collection and archiving of
all relevant data needed to determine project eomss

The authority and responsibility for registrationpnitoring, measurement and reporting are
described. Procedures are identified for monitgrmgasurements and reporting, for day-to-
day records handling, for dealing with possible itaring data adjustments and uncertainties
and for review of reported results/data. These iategrated in the quality management
system in line with ISO 9001:2000.

4.5.1 Parameters determined ex-ante

In order to benchmark the baseline, the data reggrthe percentage of additives and
therefore the percentage of clinker has been detedmby an independent benchmarking
effort, since no other reliable data are availaStatistically significant random bag sampling
covering all cement brands in Sri Lanka has beernechout by an independent agency. The
samples were sent by the agency to the laboratoiyolderbank where the percentage of
additives and the clinker content were analyzetle fiesults from this analysis were verified
during the site visits.

Other parameters used ex-ante are emission fantdrsglata required to calculate the leakages
due to transport of additives and preparation ditaas.

The grid electricity emission factor is also estiethex-ante. The Sri Lanka national grid is
considered for the determination of a baseline @liectricity emission coefficient. The
project uses a simple OM and the average of theoappate operating margin and build
margin for determination of the baseline emissictdr. The approximate operating margin
is calculated as an average of data availablénfothree years 2002, 2003 and 2004, which is
the most recent statistics available at the timé®?DD submission. The build margin is
calculated using data of 2004. It is verified ttiat estimation is conservative.

4.5.2 Parameters monitored ex-post

The parameters which will be monitored ex-post Ww#l the quantity of clinker produced,
guantity of fuel used, quantity of raw material autlitives, electricity consumed. These will
be monitored on a daily basis and compiled in theual Technical Report (ATR).

4.5.3 Management system and quality assurance

HLL have delegated a key contact, the environmemtahager, who will co-ordinate the

collection of plant and company level data requi@dmonitoring. The production manager
will be responsible for collecting and archivingala All data required is collected as part of
normal operations. The data pertaining to productis captured electronically and

consolidated on a daily basis. The quality manageraystem in line with ISO 9001:2000 is
in practice at the plant level.

4.6 Estimate of GHG Emissions

The relevant GHG is only GO

The calculations include emissions resulting from fiollowing:
Project emissions include:

CDM Validation 2007-9019, rev. 02 13
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» Emissions from calcinations of lime stone.

» Emissions from combustion of fossil fuel and eledy for clinker production and
processing of raw material.

» Emissions from electricity used for additives tramsation, additive preparation and
grinding of cement.

The emission reduction calculations are transpgrenésented in spreadsheets.

An increasing trend of 2% increase in additive afiyuover the selected percentage in the
base year is applied over the projected creditiagod. The baseline considers the mass
percentage of clinker in the relevant cement typeich is PLC. Since the additive ratio is
already at the optimum for this cement as govelmethe SLS standard, an increase of 2%
additive annually to the baseline is deemed coases!.

The project claims that imported clinker will nog lised for this project. This should be verified
during verification stage. The project’s forecastedtulations clearly indicate Eciinker,y < BEciinker,,
the substitution oPEciinkery fOr BEcinker Will negate the effect obther efficiency improvement
projects and alternate fuel projects

4.7 Environmental Impacts

The environmental impacts are insignificant compgthe present scale of operations. There
are no requirements in Sri Lanka for an EIA, coesity the nature and size of the project.

4.8 Comments by Local Stakeholders

Local stakeholders include the people living in theinity of the plant, NGO’s and
regulators. The minutes of the meeting conducteldnadit reveal any specific objections or
comments.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD of 22 November 2006 (version 3) was mad®#igly available on DNV’s climate
change websitewiww.dnv.com/certification/climatechangeand Parties, stakeholders and
NGOs were through the CDM website invited to prevabmments during a 30 days period
from 24 November 2006 to 23 December 2006.

No comments were received.

CDM Validation 2007-9019, rev. 02 14
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Table 1 Mandatory Requirements for Clean DevelopmeanMechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
The project shall assist Parties included in Anhiexachieving compliance with Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
The project shall assist non-Annex | Parties intgbuating to the ultimate objectivel Kyoto Protocol Art.12.2. OK
of the UNFCCC.
The project shall have the written approval of vtéuy participation from the Kyoto Protocol OK
designated national authority of each Party inviblve Art. 12.5a,
CDM Modalities and Procedures 840a
The project shall assist non-Annex | Parties ineghg sustainable development | Kyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures 840a
In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK.
activity, these Parties shall provide an affirmatibat such funding does not result CDM Modalities and Procedures Appendix
in a diversion of official development assistannd & separate fromandisnot | B, 82
counted towards the financial obligations of thBaeties.
Parties participating in the CDM shall designateaional authority for the CDM. CDM Modalities aRdocedures 8§29 OK
The host Party and the participating Annex | Pahall be a Party to the Kyoto CDM Modalities 830/31a Sri Lankal
Protocol. has ratified
the Kyoto
Protocol on
03
September

CDM Validation 2007-9019, rev. 02
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Requirement Reference Conclusion
2002.
Switzerland
has ratified
the Kyoto
Protocol on
09 July
2003.
The participating Annex | Party’s assigned amotnatlshave been calculated and | CDM Modalities and Procedures 831b OK
recorded.
The participating Annex | Party shall have in placeational system for estimating CDM Modalities and Procedures 831b OK
GHG emissions and a national registry in accordavitteKyoto Protocol Article 5
and 7.
About Additionality
Reduction in GHG emissions shall be additionalrtp 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 843
anthropogenic emissions of greenhouse gases bgesoare reduced below those
that would have occurred in the absence of thestexgid CDM project activity.
About forecast emission reductions and environmentampacts
The emission reductions shall be real, measuratulegave long-term benefits Kyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.
For large-scale projects only
Documentation on the analysis of the environmentphcts of the project activity,| CDM Modalities and Procedures 837c¢ OK.

including transboundary impacts, shall be submjted, if those impacts are
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Requirement Reference Conclusion
considered significant by the project participamtshe Host Party, an environmental Impacts not
impact assessment in accordance with procedunegjased by the Host Party shall significant
be carried out.
About stakeholder involvement
Comments by local stakeholders shall be invitesijramary of these provided and CDM Modalities and Procedures 837b OK
how due account was taken of any comments received.
Parties, stakeholders and UNFCCC accredited NG@alktsdve been invited to CDM Modalities and Procedures 840 OK
comment on the validation requirements for minim@@®days, and the project
design document and comments have been made gublizilable.
Other
The baseline and monitoring methodology shall le¥ipusly approved by the CDMCDM Modalities and Procedures 837e OK
Executive Board.
A baseline shall be established on a project-sigduafsis, in a transparent mannery CDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and circumstances.
The baseline methodology shall exclude to earn CieRdecreases in activity levelsCDM Modalities and Procedures 847 OK
outside the project activity or due to force mageur
The project design document shall be in conformavitethe UNFCCC CDM- CDM Modalities and Procedures Appendix  OK
PDD format. B, EB Decision
Provisions for monitoring, verification and repagishall be in accordance with theCDM Modalities and Procedures 8§37f OK
modalities described in the Marrakech Accords ahelant decisions of the
COP/MOP.
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Table 2 Requirements Checklist
CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Reviev~ Ref. MoV* COMMENTS DI Al
. Concl. Concl.
Interview
A. General Description of Project Activity
The project design is assessed.
Project Boundaries
Project Boundaries are the limits and borders wiefy the
GHG emission reduction project.
Are the project’s spatial boundaries (geographicigrly /1/ . DR | Yes, the project spatial boundaries cover OK
defined? Puttalam cement plant at Palavi,Puttalam, Sri
Lanka
Are the project’s system boundaries (componentdatitities /1/ DR | Yes, the project system boundary includes OK
used to mitigate GHGS) clearly defined? the cement production plant and grid power.
Transportation of additional additives is also

included in the boundary.
The boundary considered accounts;

» Direct emissions at the cement plan

due to fuel combustion.
« Direct emissions due to calcinations
of limestone.
¢ Indirect emissions from fossil fuel
combustion in power plants in grid
and transportation.

Power source for Puttalam Cement Plant i

—F

UJ

grid electricity.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS a ina
. Concl. = Concl.
Interview
Participation Requirements

Referring to Part A, Annex 1 and 2 of the PDD a# we

as the CDM glossary with respect to the terms Rarty

Letter of Approval, Authorization and Project

Participant.
Which Parties and project participants are paitiig in the /11 DR The project participant is Holcim (Lanka) Ltd. OK
project? 110/ I And is supported by Holcim Group Support

19/ Limited. The host Part is Sri Lanka. The Annex
— 1 party is identified as Switzerland.
Have all involved Parties provided a valid and ctetepletter of  /1/ DR No. CARLE oK
approval and have all private/public project pamaats been 1171 I Approval by DNA of Sri Lanka pending.
authorized by an involved Party? ol Annex | party identified as Switzerland, but
no approval available.

Do all participating Parties fulfil the participati requirements | /1Y DR | Sri Lanka has ratified the Kyoto Protocol on OK
as follows: 117/ 1 03 September 2002 and has designated the
- Ratification of the Kyoto Protocol DNA.
- Voluntary participation Switzerland has ratified the Kyoto Protocol
- Designated a National Authority on 09 July 2003 and has designated the DNA.
Potential public funding for the project from Pestin Annex | = /1/ DR  The validation did not reveal any information OK
shall not be a diversion of official developmergiagnce. 113/ | that indicates that the project can be seen as a

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS a ina
. Concl. = Concl.
Interview
diversion of official development assistance
(ODA) funding towards Sri Lanka
Technology to be employed
Validation of project technology focuses on thggub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and Kmaowis
used.
Does the project design engineering reflect curgeod /1/ DR  Yes. OK
practices? /16/° 1 In order to optimize the clinker content per
tonne of cement, the laboratory of Holcim
Group Support Ltd (HGRS) located in
Holderbank has conducted meticulous
Research and Development (R&D). The
knowledge was transferred to HLL which has

made many experiments varying the

percentage of limestone, dolomite, slag and

fly ash. HLL has tested the impact on the
guality in order to combine final impacts on
strength properties and appropriate blende
mixture for end users.

By conducting tests and experiments on si
HLL is developing its own blend by mixing
additives. The test conducted are not exac

d

te,

tly

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

Ref.

MoV*

COMMENTS

Final
Concl.

in line with the blend proposed in the project,

but has tested with the maximum blend ratio
of non reactive elements representing the

mix. The forecasted optimal mix combines in
a short term limestone, dolomite and slag and

potentially later on fly ash.

Does the project use state of the art technologyauid the
technology result in a significantly better perfamge than any
commonly used technologies in the host country?

11/

DR

Yes, the technology will result in producing a
type of blended cement which will reduce the
clinker content per tonne of cement produced

compared to existing blended cement type.

OK

Does the project make provisions for meeting tregrand
maintenance needs?

11/
112/
113/
114]
115/

DR

Yes, substantial marketing and educational
effort is to be undertaken to ensure that

customers are aware that the quality remains

despite the increase of additives, as well as
additional marketing effort to establish the
higher blend cement in the market. The
project will also require training in areas of
production control, marketing, quality control
and capacity building of customers. The
provisions are already made for the training.
The project does not envisage extensive
maintenance efforts, since most of the
equipments used would be similar to

OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel=  Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
baseline.
Contribution to Sustainable Development
The project’s contribution to sustainable developtiig
assessed.
Has the host country confirmed that the projecistss in 11/ DR No, the project doesn’t have the DNA CAR OK
achieving sustainable development? 117/ I approval from DNA of Sri Lanka. 1
Will the project create other environmental or abbenefits /1 DR | Yes, apart from GHG emission reduction, OK
than GHG emission reductions? The project also helps to conserve the
limestone reserves as well as reduce the fossil
fuel consumption and also solve the menace
of disposal of materials like fly ash.
B. Project Baseline
The validation of the project baseline establisibsther the
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselineasaen
Baseline Methodology
It is assessed whether the project applies an gpjate
baseline methodology.
Doeg the project apply an approved methodologytlaadorrect /1/ DR  Yes, the project applies the approved OK
version thereof? 151 consolidated baseline methodology
ACMO0005 “Consolidated Baseline
Methodology for-increasing the blend in

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

Cement production”, Version 03, dated 19
May 2006.

Are the applicability criteria in the baseline madblogy all
fulfilled?

11/
15/

DR

Yes, the appropriateness is justified by
meeting the applicability conditions.

The project aims at reducing the share of
clinker in the production of cement beyond
the current practices in Sri Lanka.

The additives are limestone, dolomite, slag
and potentially later fly ash. Itis
demonstrated that there is no shortage of
limestone through the lime stone reserves
available in the identified mines. HLL has
established contracts with suppliers of
dolomite, the contracted quantity is the
demonstration of availability of dolomite.
HLL also has established long term contra
for supply of slag, but the contract was not
available for verification. HLL plans to use

Cts

fly ash from the proposed coal thermal power

plant and hence cannot demonstrate
availability.

The cement produced is proposed to be sc
in the domestic market.

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

CDM Validation 2007-9019, rev. 02

24




DET NORSKE VERITAS

VALIDATION REPORT

DNV
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel=  Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
Although information available in public
domain was lacking, the independent survey
covering whole of Sri Lanka market was
carried out specifically. As a result adequate
data is available on cement types in the
market.
Baseline Scenario Determination
The choice of the baseline scenario will be vabkdawith
focus on whether the baseline is a likely scenaol
whether the methodology to define the baselinessien
has been followed in a complete and transparentmean
What is the baseline scenario? /11 DR | The base line scenario is the continuation of OK
the current blend level of the Portland
Limestone Cement.
What other alternative scenarios have been coresiderd why ~ /1/ DR  The other alternatives in addition to proposed OK

is the selected scenario the most likely one?

CDM project and baseline can be;
- Reduction in blend level.
- Production of OPC
- Production of BHC

To be conservative the reduction in blend
level and production of OPC are not
considered. Considering that all blending

material apart from limestone has to come

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Rl Final
. Concl. = Concl.
Interview

from outside the country, makes the third

alternative of production of BHC not viable

Hence the selected scenario of the

continuation of the current blend level of the

Portland Limestone Cement is conservatively

the most likely one.
Has the baseline scenario been determined accaalihe /11 DR  Yes. CAR2 Ok
methodology? The default national market is considered for

the region.

The methodology requires the benchmark for

baseline emissions defined as the lowest

value of the 3 methods. But the PDD does

not clearly bring out an analysis to conclude

that the option 3 is the lowest value.
Has the baseline scenario been determined usirsgoa@tive /1 DR | No, refer toCAR2 CAR OK
assumptions where possible? 2
Does the baseline scenario sufficiently take imtmoant relevant /1/ DR Yes, The baseline scenario is manufacture of OK
national and/or sectoral policies, macro-econom@ods and types of cement classified under Sri Lankan
political aspirations? Standards (SLS) .
Is the baseline scenario determination compatilile tive 11/ DR  No, refer toCAR2 CAR
available data and are all literature and sourlsssly 2

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviev= Ref. MoV* COMMENTS ra ina
. Concl. | Concl.
Interview
referenced?
Have the major risks to the baseline been idedtfie /11 DR = No major risks envisaged to the baseline. O

Additionality Determination

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

scenario.
Is the project additionality assessed accordirneo 11/ DR  The methodology refers to the latest version of &2 OK
methodology? 16/ I the additionality tool. But the version of tool dseS&3
113/ is not specified. el
114/ Step 0 — Not applicable.
/15/ Step 1:
/16/ The realistic and credible alternatives are the

project and the baseline. Both alternatives véll b
in compliance the legal and regulatory
requirements. Although the new type of cement
will be sold with out an SLS mark in the Sri
Lankan Market, it is clear that the type of cement
does not attract the provisions of the consumer
protection act.

Step 2: Not applied.
Step 3:

It is clear that the proposed CDM project does
attract a technological barrier in the form of

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviev= Ref. MoV* COMMENTS ra ina

. Concl. | Concl.
Interview

additional grinding capacities for the Slag as well
Cement. But the implementation plans for the
additional capacities are not available to esthb
the barrier.

The project also attracts Institutional barriers.
The proposed type of cement is not in line with
any of the SLS standards for Cement. lItis in line
with EN 197 CEM 1I/BM(2000). It requires
efforts to convince SLS to align their standards to
EN standards.

The arguments for market acceptability criteria
are not supported with figures. Although the PDD
refers to the earlier launch of PLC, do not support
the argument with figures. The source of the data
supporting the dominance in market of OPC is
also not available for verification.

The arguments in terms of investment is valid
terms of investment of time and efforts in R & D.
It is well demonstrated by setting of the
committee with an aim to develop high blended
cement.

Step 4:
The proposed project is the first of its kind in Sr
Lanka in terms of the level of additives. But an

analysis of similar activity, the introduction of
PLC in line with SLS 1253 is not available to

S

=}

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Review~ Ref. MoV* COMMENTS DIt Al
. Concl. = Concl.
Interview
verify the credibility of market acceptability
criteria (referGk-4)
Step 5:
The CDM registration will be a clear enabler in
overcoming the barriers like Institutional and
marketing.
It was also evidenced during the interviews the
HLL has set targets for reducing GHG emissio
in line with the Holcim Group’s public objective.
The registration of the project will be a good
motive for HLL to look for projects even with
barriers and reduce GHG emissions.
Are all assumptions stated in a transparent andezuative 1/ DR  Yes the assumptions are stated transparently and OK
manner? conservatively.
Is sufficient evidence provided to support thevalee of the 11/ DR  Evidence is available to support the arguments.. OK
arguments made?
If the starting date of the project activity is bef the date of 11/ DR  The starting date of the project activity is L5 OK
validation, has sufficient evidence been provide the 01/01/2006.
incentive from the CDM was seriously considerethi Evidence is not available to demonstrate that
decision to proceed with the project activity? incentive from CDM was considered in the
decision to proceed with the project activity.
Calculation of GHG Emission Reductions — Project

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

emissions

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

Are the calculations documented according to theamed
methodology and in a complete and transparent mmanne

11/
110/
12/

DR

The calculations are documented in a
separate excel sheet. The PDD only gives
formulas and results.

But the following deviations observed from
the approved methodology.

The baseline year 2005, includes

The calculations does not includ
the comparison of Rigker,yand
BEciinker to Negate the effects of
other efficiency improvements or
fuel switching projects.

Te grid electricity calculations ar
not in line with ACM 0002 as
required under the approved
methodology.

For coal the IPCC default
emission factor will be 94.6 rathe

[{%)

[{%)

-

the

than 96, which is considered in the

project calculation.

OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Review~ Ref. MoV* COMMENTS DIt Al
. Concl. Concl.
Interview
imported clinker, the conservativeness
of the calculations need to be
established.
Have conservative assumptions been used when ahguthe = /1/ DR Yes, conservative assumptions used. OK
project emissions? 12/
Are uncertainties in the project emission estimateperly /11 DR | No significant uncertainties envisaged. OK
addressed?
Calculation of GHG Emission Reductions — Baseline
emissions
It is assessed whether the baseline emissiondatets
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
Are the calculations documented according to the@amed 11/ DR The calculations are documented in a CARA4 OK
methodology and in a complete and transparent mmanne 110/ | separate excel sheet. The PDD only gives the
12/ formulas and results.
But the following deviations observed from
the approved methodology.
- For coal the IPCC default
emission factor will be 94.6 rather
than 96, which is considered in the
project calculation.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Review~ Ref. MoV* COMMENTS DIt Al
. Concl. Concl.
Interview
Have conservative assumptions been used when gfilguthe ~ /1/ DR Yes, conservative assumptions used. OK
baseline emissions? 12/
Are uncertainties in the baseline emission estimpteperly /11 DR | No significant uncertainties envisaged. OK
addressed?
Calculation of GHG Emission Reductions — Leakage

It is assessed whether leakage emissions are stated

according to the methodology and whether the

argumentation for the choice of default factors aatlies

— where applicable — is justified.
Are the leakage calculations documented accordirtlyet /1/ =~ DR  The calculations are documented in a CARS OK
approved methodology and in a complete and traeapar /10/ | separate excel sheet. The PDD only gives the
manner? 12/ formulas and results.

But the following deviations observed from
the approved methodology.
- The fuel consumption figures for
transport of material through train
and truck is not substantiated to be

applicable for Sri Lanka.

- The distances are accounted for
both ways (To and fro distance
not accounted).

- The leakage effects for crushing

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review= Ref. MoV* COMMENTS ra ina
. Concl. Concl.
Interview
of Dolomite used as an additive
are not considered.
Have conservative assumptions been used when athguthe 11/ DR  Yes, conservative assumptions used. OK
leakage emissions? 12/
Are uncertainties in the leakage emission estimategerly 11/ DR  No significant uncertainties envisaged. OK
addressed?
Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
Are the emission reductions real, measurable argllgng-term  /1/ DR | The total emission reductions from the OK
benefits related to the mitigation of climate chang 12/ project are estimated to be on the average
581 377 tCO2e over the selected 10 year
crediting period. The emission reduction
forecast has been checked and is deemed
likely that the state amount is achieved given

that the underlying assumptions do not
change.

Monitoring Methodology
It is assessed whether the project applies an gpjate

baseline methodology.

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corfllcl Cé?]?:l
Interview ' '
Is the monitoring plan documented according toaeroved /1 DR | Yes, the project applies the approved OK
methodology and in a complete and transparent manne consolidated monitoring methodology
ACMO005 “Consolidated monitoring
Methodology for-increasing the blend in
Cement production”, Version 03, dated 19
May 2006.
Will all monitored data required for verificatiomeéissuance be /1/ DR  No retention period specified in PDD, cL6 OK
kept for two years after the end of the creditiegqd or the last /10/ although it was clarified during the
issuance of CERs, for this project activity, whiekeoccurs 112/ interviews that all data will be captured to the
later? Annual Technical RepotATR).
Monitoring of Project Emissions
It is established whether the monitoring plan pde4 for
reliable and complete project emission data oveeti
Does the monitoring plan provide for the collectard 11/ DR | Yes, the monitoring plan provides collection OK
archiving of all relevant data necessary for ediomaor and archiving of all relevant data as
measuring the greenhouse gas emissions withinrtjecp stipulated under ACMOOOS5.
boundary during the crediting period?
Are the choices of project GHG indicators reasoaaioid /11 DR  Yes, Itis as per ACMO0005. OK
conservative?
Is the measurementethodclearly stated for each GHG value to/1/ | DR  Yes. Except for the monitoring of grid OK

be monitored and deemed appropriate?

emission factor. ReferCAR

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corr?cl C(I)?’lil
Interview ' '
Is the measuremeptjuipmentescribed and deemed /1/ DR | Yes. OK
appropriate?
Is the measuremeatcuracyaddressed and deemed 11/ DR  Yes. Under the quality management system OK
appropriate? Are procedures in place on how to wéhl in line with 1ISO 9001:2000.
erroneous measurements?
Is the measuremeintterval identified and deemed appropriate? /1/ | DR | Yes. OK
Is theregistration, monitoring, measuremendreporting /1 DR | Yes. Under the quality management system OK
procedure defined? /1121 | in line with 1ISO 9001:2000.
Are procedures identified fanaintenancef monitoring /1 DR | Yes. Under the quality management system OK
equipment and installations? Are the calibratidenvals being = /12/ I in line with 1ISO 9001:2000.
observed?
Are procedures identified for day-to-day recordsdiimg /1 DR  Yes. Under the quality management system OK
(including what records to keep, storage areaadras and how /12/ I in line with 1ISO 9001:2000.
to process performance documentation).
Monitoring of Baseline Emissions
It is established whether the monitoring plan pde4 for
reliable and complete baseline emission data avee.t
Does the monitoring plan provide for the collectard /1 DR  Yes, the monitoring plan provides collection OK

archiving of all relevant data necessary for deteimy baseline

and archiving of all relevant data as

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corr?cl C(I)?’lil
Interview ' '
emissions during the crediting period? stipulated under ACMO0005.
Are the choices of baseline GHG indicators reaslenatd /11 DR | Yes, Itis as per ACM0O0O05. OK
conservative?
Is the measurementethodclearly stated for each baseline 11/ DR Yes. OK
indicator to be monitored and also deemed appri¥ia
Is the measuremeptjuipmentescribed and deemed /1/ DR  Yes. OK
appropriate?
Is the measurementcuracyaddressed and deemed /1 DR | Yes. Under the quality management system OK
appropriate? Are procedures in place on how to wéhl in line with 1ISO 9001:2000.
erroneous measurements?
Is the measurementterval for baseline data identified and /1" DR | Yes. OK
deemed appropriate?
Is theregistrati.on, monitoring, measuremeaartdreporting 11/ DR  Yes. Under the quality management system OK
procedure defined? 112/ | in line with ISO 9001:2000.
Are procedures identified fanaintenancef monitoring /1 DR | Yes. Under the quality management system OK
equipment and installations? Are the calibratidenvals being = /12/ I in line with 1ISO 9001:2000.

observed?

* MoV = Means of Verification, DR= Document Revigw~ Interview
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* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corr?cl C(I)?’lil
Interview ' '
Are procedures identified for day-to-day recordsdiamg /1 DR | Yes. Under the quality management system OK
(including what records to keep, storage areaadrds and how /12/ I in line with 1ISO 9001:2000.
to process performance documentation)
Monitoring of Leakage
It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.
Does the monitoring plan provide for the collectam /1 DR  Yes, the monitoring plan provides collection OK
archiving of all relevant data necessary for deteimg leakage? and archiving of all relevant data as
stipulated under ACMO0005.
Are the choices of project leakage indicators reabte and /1 DR | Yes, Itis as per ACMO0005. OK
conservative?
Is the measurementethodclearly stated for each leakage value/l/ DR  Yes, it is stated. OK
to be monitored and deemed appropriate?
Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasgrable
and complete to monitor sustainable performance ove
time.
Is the monitoring of sustainable development intdicsa 18/ | No. No Specific monitoring of sustainable OK

environmental impacts warranted by legislatiorhia host

development indicators/ environmental

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corr?cl C(I)?’lil
Interview ' '
country? impacts required for the proposed project.
Does the monitoring plan provide for the collectard /8/ I Not applicable, Refer comments above. OK
archiving of relevant data concerning environmergatial and
economic impacts?
Are the sustainable development indicators in\witl stated /11 . DR | Comments Reserved, Refer CAR OK
national priorities in the Host Country?
Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
Is the authority and responsibility of overall groj management /1/ DR  Yes. Under the quality management system OK
clearly described? 12/ | inline with ISO 9001:2000.
Are procedures identified for training of monitagipersonnel?  /1/ DR  Yes. Under the quality management system OK
12/ | in line with 1ISO 9001:2000.
Are procedures identified for emergency preparesif@scases  /1/ DR  Yes. Under the quality management system OK
where emergencies can cause unintended emissions? 112/ I in line with 1ISO 9001:2000.
Are procedures identified for review of reportedukts/data? /1 DR | Yes. Under the quality management system OK
12/ | in line with 1ISO 9001:2000.
Are procedures identified for corrective action®rder to 11/ DR  Yes. Under the quality management system OK

* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS a ina
. Concl. = Concl.
Interview
provide for more accurate future monitoring andorépg? 112/ I in line with ISO 9001:2000.
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéiseoproject are
clearly defined.
Are the project’s starting date and operationetiifie clearly /1/ = DR  Yes, the project starting date is 01/01/2006. OK
defined and evidenced? The operational lifetime of the project is
expected to be 15 years.
Is the start of the crediting period clearly defirend /1/ DR | The fixed crediting period, with the starting &+ OK
reasonable? date of crediting as 01/01/2007 is considered
for the project. But the same is not reasonable
since the project is yet to be registered.
D. Environmental Impacts
Documentation on the analysis of the environmdntphcts will
be assessed, and if deemed significant, an ElIAGheuprovided
to the validator.
Has an analysis of the environmental impacts optogect /12/ | Yes, under the environment management OK
activity been sufficiently described? system in line with ISO 14001:2004.
Are there any Host Party requirements for an Emvirental /8/ I No. OK
Impact Assessment (EIA), and if yes, is an EIA appd?
Will the project create any adverse environmerffalces? /81 | Incremental adverse environmental effects OK

are insignificant in comparison to the impa

* MoV = Means of Verification, DR= Document Revigw~ Interview
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DINIW
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review=  Ref. MoV* COMMENTS Corr?cl C(I)?’lil
Interview ] ]
of existing facility.
Are transboundary environmental impacts considarele /8/ | No transboundary environmental effects are OK
analysis? envisaged through the project.
Have identified environmental impacts been addresséhe /8/ I Yes, through installation of dust collection OK
project design? system.
Does the project comply with environmental legislatin the /8/ I Yes. OK
host country?
E. Stakeholder Comments
The validator should ensure that stakeholder contsnezave beer
invited with appropriate media and that due accoex been
taken of any comments received.
Have relevant stakeholders been consulted? /1/ DR | Yes The stakeholders’ meeting has been hold OK
/11/ I on July 18th at Puttalam cement plant.
Have appropriate media been used to invite comnignliscal /1/ DR Yes, The persons have been invited by OK
stakeholders? /11/ official invitation and through the newspaper.
If a stakeholder consultation process is requined b /8/ I NoO. OK
regulations/laws in the host country, has the $takker
consultation process been carried out in accordartbesuch
regulations/laws?

* MoV = Means of Verification, DR= Document Revigw~ Interview
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DN W
CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Review= Ref. MoV* COMMENTS C orr?cl C(')rr'lil
Interview ] ]
Is a summary of the stakeholder comments receiv@dded? /1/ DR  Yes, OK
111/
Has due account been taken of any stakeholder cateme /1 DR @ Yes OK
received? /11/

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

CDM Validation 2007-9019, rev. 02

41




DET NORSKE VERITAS
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Table 2 Resolution of Corrective Action and Clarifcation Requests

Draft report clarifications and corrective Summary of project owner response Validation team conclusion

action requests by validation team

CAR 1 The Letter of Approval from the DNA of | The letter of approval verified, OK. This

Sri Lanka has been signed on the 23.01.0TCAR is closed.

Th jecti tt t th | f th
© project 1S ye~ 10 get the approvatirom the See document: Host country approval.pdf

DNA of Sri Lanka.
Annex | party is identified as Switzerland, b
no approval letter is available.

t
The letter of approval from annex 1 Party

also submitted.

c

S
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Draft report clarifications and corrective
action requests by validation team

Summary of project owner response

Validation team conclusion

CAR2
The methodology requires the benchmark f
baseline emissions defined as the lowest v
of the 3 methods. But the PDD does not
clearly bring out an analysis to conclude thg
the option 3 is the lowest value.

The first (i) and second methods (ii) &

ofiot applicable since HLL is the on
ajpieducer of the relevant cement tyj
PLC, in Sri Lanka. Since the ma
apercentage of clinker is the lowest
HLL and this for any cement type, tl
method iii) is applicable

\'the data derived from AC Nielsen Retail

Audit, submitted by HLL was verified. It i

belear thaHLL is the only producer of
sthe relevant cement type, PLC, in Sri
ihanka and the PLC produced
neepresents about a quarter of all the
cement sold in Sri Lanka. The same
incorporated to PDD. OKrhis CAR is
closed.

CAR3
The following deviations observed from the
approved methodology in estimation of
baseline.
- The calculations does not include
the comparison of Rigker,yand
BEciinker to Negate the effects of
other efficiency improvements or
fuel switching projects.
The grid electricity calculations
are not in line with ACM 0002 as
required under the approved
methodology.
For coal the IPCC default emissiq
factor will be 94.6 rather than 96,

The last versions of the PDD and
calculations includéhe comparison of
I:)ECIinker,yand BE:Iinker to negate the
effects of other efficiency
improvements or fuel switching
projects.

A

The last version of the PDD uses a grid
electricity factor of 0.6816 kgCO2/kWh
which is in line with ACM0002.

The latest versions of the PDD and
calculations use the IPCC default emissi

)nfactors from 2006.

As the baseline is calculated per tonne of

which is considered in the project

Verified the calculations and PDD, the
comparisorof PEgjinkeryand BEjinker are
incorporated and calculations effecteq
accordingly. OK

Verified the grid electricity emission facto
OK.

Verified and found IPCC emission factors
used, OK.

OThe project clearly claims that imported
clinker will not be used for this project.
This need to be verified during verificatio
Since the projects forcast calculations

s
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Draft report clarifications and corrective
action requests by validation team

Summary of project owner response

Validation team conclusion

calculation.
- The baseline year 2005, includes

imported clinker, the

conservativeness of the

calculations need to be establishel’

cement, the small amount of imported
clinker included in the calculation of
electric consumption for grinding and
blending the additive do not modify in any
L hanner the baseline and therefore the
" calculations are conservative. Indeed the
total power consumption and the total

blended cement production are used.

clearly indicateP Ecjinker,y < BEciinker, the
substitution ofPEciinker,yfor BEciinkerwill
negate this effect. Hence OK.

This CAR is closed.
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Draft report clarifications and corrective
action requests by validation team

Summary of project owner response

Validation team conclusion

CAR4
The following deviations observed from the
approved methodology in the estimation of
project emissions.

- For coal the IPCC default emission

factor will be 94.6 rather than 96,
which is considered in the project
calculation.

The latest versions of the PDD and

factors from 2006.

calculations use the IPCC default emissipgsed, OK.

Verified and found IPCC emission factors

This CAR is closed.

CARS5
The following deviations observed from the
approved methodology in the estimation of
leakages.

- The fuel consumption figures for
transport of material through trair
and truck is not substantiated to
applicable for Sri Lanka.

- The distances are accounted for
both ways(To and fro distance ng
accounted).

- The leakage effects for crushing
Dolomite used as an additive is n
considered.

The latest versions of the PDD and
calculations use the real fuel consumptig
factors and not default factor. Tests on s
for train and truck consumption have bee
carried. The factors used are now more
D& onservative.

The latest versions of the PDD and
t calculations take into account round trip
distance.

of

The latest versions of the PDD and

ot i .
calculations take into account the
electricity consumption for crushing the

dolomite on and outside the plant.

Reports on actual measurements carried
was verified, OK.

&{erified, OK.

N
The electricity consumption of dolomite
crushing outside the site is considered in
project emission calculations, OK.

This CAR is closed.

CDM Validation 2007-9019, rev. 02
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Draft report clarifications and corrective
action requests by validation team

Summary of project owner response

Validation team conclusion

cL1

To demonstrate the availability of slag, the
contract documents were not available for
verification.

See document Holcim Trading_slag.pdf

The contractichents verified, OK.
This CL is closed.

cL2

The methodology refers to the latest versio
of the additionality tool. But the version of
tool used is not specified.

The tool for the demonstration and
Nassessment of additionality Version 2 as
been used. The method respects as well
version03.

OK.

This CL is closed.
the

cL3
It is clear that the proposed CDM project dq
attract a technological barrier in the form of
additional grinding capacities for the slag a
well as cement. But the implementation plg
for the additional capacities are not availab
to establish the barrier.

To overcome the grinding capacity barrie
yéd_L will either increase the power installg
this means: a new cement mill will be

sneeded,and/or a new grinding station will
ul?g needed. Both investments are major g
ecould be partially realized with the CDM
incentives and therefore are not yet well

defined nor in the Capex.

I'As the implementation of the capex proje
*ddentified as barriers, the implementation
the projects needs to be done during
verification. OK

n15|his CL is closed.

cts
of

cL4

The arguments for market acceptability
criteria are not supported with figures.
Although the PDD refers to the earlier laun
of PLC, do not support the argument with

figures. The source of the data supporting 1

dominance in market of OPC is also not
available for verification.

See document: marketing and
training.HLL.doc

ch

h§ee document: Overview market_Sri
Lanka.doc

Verified and found arguments justified.
OK.

This CL is closed.

G5

In November 2002 Holcim published a

The evidence verified and found

The evidences not available to demonstrate

2 voluntary commitment to reduce CO2

demonstrating that incentive from CD

M
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Draft report clarifications and corrective
action requests by validation team

Summary of project owner response

Validation team conclusion

that incentive from CDM was considered in

the decision to proceed with the project
activity.

emissions by 20% from 1990 to 2020,
including the opportunities from flexible
market mechanisms. Each group compani
has received a target. In 2003, Holcim has
(re)confirmed its strategy to use incentive
of the Clean Development Mechanism by
developing CDM pilot projects, specificall
by decreasing the clinker content (MIC)
(ref.. CO2update December 2003-

<

031210.doc). The Holcim Lanka target was

updated in January 2005 (ref.: CO2
performance Lanka 20050131.doc). In
April 2005 the CEO of Sri Lanka through
the Holcim SEP committee meeting (ref.:
SEP committee 2005.ppt) was informed
about the CDM process. At the end of 200
Holcim Lanka has consulted an external
consultant to start with the documentation.
Regarding the availability of the resource
Holcim Lanka with the support of Holcim
Group Support Ltd has started the CDM
documentation at the beginning of 2006
(ref.:extract e-mails CDM documentation.
PDF).

[

was considered in the decision to

proceed with the project activity. OK.

?his CL is closed.

cL6
Retention period of monitored data not
specified.

The annual technical report of all plant in
the Holcim group companies are kept
unlimited in the archives in Holderbank.
We have agreed to keep in addition of thg

U

OK.
This CL is closed.
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Draft report clarifications and corrective Summary of project owner response Validation team conclusion
action requests by validation team

ATR, the present project data base for 1(
years after the end of the crediting period.

CL+ We now expect to register the project on| OK.

The fixed crediting period, with the starting | the 01.07.07 and therefore the starting datghis CL is closed.
date of crediting as 01/01/2007 is considereaf the crediting period will be 01.07.07.
for the project. But the same is not reasongble

since the project is yet to be registered.

48
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CERTIFICATE OFCOMPETENCE

Santhosh Jayaram

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

GHG Auditor: Yes

CDM Validator: Yes JI Validator: -
CDM Verifier: -- JI Verifier: -
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 4 (cement)

Havik, 6 November 2006

Z 2= il (hne-

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

Buddika Hemashantha

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): -

Hoavik, 6 November 2006
%% /\(/[ha[;/ [géhah .

Einar Telnes Michael Lehmann
Director, International Climate Change Service$echnical Director
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CERTIFICATE OFCOMPETENCE

Einar Telnes

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, 2,36 & 10
Technical Reviewer for (group of) methodologies:
ACMO0001, AM0002, AM0003, AM0010, Yes AMO0027 Yes
AMO0011, AM0012, AMS-III.G
ACMO002, AMS-1.A-D, AM0019, AM0026, Yes AMO0028, AM0034 Yes
AMO0029, AM0045
ACMO003, ACM0005, AM0033, AM0040 Yes AMO0030 Yes
ACMO0004 Yes AMO0031 Yes
ACMO0006, AM0007, AM0015, AM0036, AM0042 Yes AMO0032 Yes
ACMO0007 Yes AMO0035 Yes
ACMO0008 Yes AMO0038 Yes
ACMO0009, AM0008, AMS-III.B Yes AMO0041 Yes
AMO0006, AM0016, AMS-III.D, ACM0010 Yes AMO0034 Yes
AMO0009, AM0037 Yes AMO0043
AMO0013, AM0022, AM0025, AM00379, AMS-  Yes AMO0046
l.H, AMS-IILI
AMO0014 Yes AMO0047
AMO0017 Yes AMS-ILLA-F, AM0044 Yes
AMO0018 Yes AMS-IILLA Yes
AMO0020 Yes AMS-IILE, AMS-IIILLF Yes
AM0021 Yes
AM0023 Yes
AM0024 Yes

Hoavik, 5 February 2007

Z 2= il (hne-

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