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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has parfed a validation of the project activity
“CECIC Urumgi Tuoli Phase | Wind Farm Project” intha. The validation was performed
on the basis of UNFCCC criteria for the Clean Deyghent Mechanism and host Party
criteria, as well as criteria given to provide foonsistent project operations, monitoring and
reporting.

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

The host Party is China and the Annex | Party & thnited Kingdom of Great Britain and
Northern Ireland. Both Parties fulfil the participan criteria and have approved the project
and authorized the project participants CECIC WRalwer (Xinjiang) Co., Ltd. and Carbon
Resource Management S.A. The DNA from China caedirthat the project assists in
achieving sustainable development.

The project correctly applies the baseline and riyinig methodology ACMO0002, version
12.1 “Consolidated baseline methodology for grid-conteekc electricity generation from
renewable sources”.

For the proposed project totally 33 sets of 1.5 MMId turbines will be installed, providing
an average annual generation of 125 532 MWh comuenito the Northwest China Power
Grid. As a result, the project results in reducsasf CQ emissions that are real, measurable
and give long-term benefits to the mitigation amelte change. It is demonstrated that the
project is not a likely baseline scenario. Emissieductions attributable to the project are
hence additional to any that would occur in theeaixe of the project activity.

The total emission reductions from the project astimated to be on the averatjgs 644
tCO.e per year over the selected 7 year renewable tingdperiod. The emission reduction
forecast has been checked and it is deemed likatythe stated amount is achieved given that
the underlying assumptions do not change.

The monitoring plan provides for the monitoringtbé project's emission reductions. The
monitoring arrangements described in the monitorpign are feasible within the project
design and it is DNV’s opinion that the project figipants are able to implement the
monitoring plan.

In summary, it is DNV’s opinion that the projectiaity “CECIC Urumgi Tuoli Phase | Wind
Farm Project” in China, as described in the PDD,rsien 1.2 dated 20 December 2010,
meets all relevant UNFCCC requirements for the CBii all relevant host Party criteria
and correctly applies the baseline and monitoringttmdology ACMO0002, version 12.1.
Hence, DNV requests the registration of the progesca CDM project activity.

Beijing and Oslo, 2011-02-11

Yue, Yon Ju HA. Browks

Xue, Yanju Andi Hendrik W. Brinks
CDM Validator Technical Director for CDM,
DNV Beijing, China Det Norske Veritas Certificatidts
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2 INTRODUCTION

Carbon Resource Management S.A. has commissionetl@ske Veritas Certification AS
(DNV) to perform a validation of the CECIC Urumquadli Phase | Wind Farm Project
project in China (hereafter called “the projeciThis report summarises the findings of the
validation of the project, performed on the bagit/NFCCC criteria for the CDM, as well as
criteria given to provide for consistent projecteogtions, monitoring and reporting.
UNFCCC criteria refer to Article 12 of the Kyoto ddocol, the CDM modalities and
procedures and the subsequent decisions by the EXa@dutive Board.

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 meetsdémified criteria. Validation is a
requirement for all CDM projects and is seen asegsary to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2 Scope

The validation scope is defined as an independaahtobjective 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 aseaajie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACMO0002 (version 12.1) /2%he validation was based on the
recommendations in the Validation and VerificatManual /28/.

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

Page 2
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3 METHODOLOGY
The validation consisted of the following three pést

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

opinion.

The following sections outline each step in mor&iile

3.1 Desk review of the project design documentation
The following tables list the documentation thaswaviewed during the validation.

3.1.1 Documentation provided by the project participants

11/

12/

13/

141

15/

16/

7/

18/

19/

Carbon Resource Management LE@DM-PDD for project activity “CECIC Urumqi
Tuoli Phase | Wind Farm Projédin China, version 1.1 dated 26 October 2010 and
version 1.2 dated 20 December 2010.

Xinjiang Survey and Design Institute of Water Reses and Hydropower Ministry of
Water Resourcegeasibility Study Report (FSR) of CECIC Urumqi Tiblase | Wind
Farm Project dated March 2010.

Development and Reform Commission of Xinjiang Uydwtonomous RegionThe
approval on the FSR of CECIC Urumgi Tuoli Phase ihdVFarm Project dated 31
May 2010.

Xinjiang Environmental Protection Technology Comstibn Center: The
Environmental Impact Assessment (EIA) report of EQrumaqi Tuoli Phase | Wind
Farm Project,dated 4 May 2008.

Environmental Protection Bureau of Xinjiang Uygurutdnomous Region:The
approval for EIA of CECIC Urumqi Tuoli Phase | WiRkérm Project dated 2 June
2008.

Carbon Resource Management Lithe project IRR calculation spreadsheetrsion
1.1 dated 26 October 2010.

Carbon Resource Management Lfthe project ER calculation spreadsheeg¢rsion
1.1 dated 26 October 2010.

Carbon Resource Management Ltiitie project EF calculation spreadshegérsion
1.1 dated 26 October 2010.

CECIC Wind Power (Xinjiang) Co., Ltd.Board meeting minutes for CDM
considerationdated 2 June 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. and Canb&esource Management S.A.:
Emission Reduction Purchase Agreement (ERPA) ofICE@umgi Tuoli Phase |
Wind Farm Projectdated 22 June 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. and Xiafg Goldwind Science &
Technology Co., Ltd.Turbines Purchase Agreement for CECIC Urumaqi TRblase |
Wind Farm Projectdated 1 September 2010.

CECIC Wind Power (Xinjiang) Co., Ltd49 copies of answered questionnaires for the
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110/

111/

112/

113/

114/

115/

116/

1171

118/

119/

120/

121/

122/

123/

124/

125/

stakeholder consultatigmlated May 2010.

CECIC Wind Power (Xinjiang) Co., LtdNotification of the project commencement
date and its intension to seek CDM support, sulechitb the Chinese DNAlated 2
August 2010 and confirmed by the Chinese DNA orugust 2010.

Carbon Resource Management LtBrior CDM consideration form submitted to
UNFCCC secretarigtdated 13 July 2010 and confirmed by UNFCCC odug 2010.
Business Administration Bureau of Xinjiang WygAutonomous RegionBusiness
License of CECIC Wind Power (Xinjiang) Co., Laated 12 June 2008.

Xinjiang Power Grid CompanyAssessment Opinions on the Grid Access of CECIC
Urumgi Tuoli Phase | Wind Farm Projeatated 16 March 2010.

National Lands and Resources Department ofiaxig Uygur Autonomous Region,
Intention Letter on Land Use for CECIC Urumqi TuBhase | Wind Farm Project
dated 16 July 2008.

CECIC Wind Power (Xinjiang) Co., Ltd. & Xinjg Kunlun Engineering Supervision
Co., Ltd.: Authorized Supervision Contract of CECIC Urumgi Thase | Wind
Farm Project dated 15 September 2010.

Xinjiang Kunlun Engineering Supervision CotdL Construction permission of tower
basements, onsite substation and roads for CECI@midi Tuoli Phase | Wind Farm
Project dated 30 November 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Xinje Xinneng Steel Structure Co., Ltd.:
Purchase agreement of towers for CECIC Urumgqi T@blase | Wind Farm Project,
dated 30 September 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & ShamdpTaikai Transformers Co., Ltd.:
Purchase agreement of box transformers for CECIGnuyi Tuoli Phase | Wind Farm
Project,dated 30 September 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Spekieansformers electricity engineering
Co., Ltd.: Purchase agreement of main transformer for CECIQragi Tuoli Phase |
Wind Farm Projectdated October 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Henamad sub-branch, Urumqi Branch of
China Construction BanlBank loan contract for CECIC Urumgi Tuoli Phase ind/
Farm Project dated 13 October 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Xinjey Electricity Construction Co., Ltd.:
Construction Contract of Turbines Installation Engering dated 11 November 2010.
CECIC Wind Power (Xinjiang) Co., Ltd. & Xinjy Huitong (Group) Co., Ltd.:
Contract for installation of 35 kV transmissiondiand construction of 110 kV step-up
substation, dated 15 September 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Xinjy Huitong (Group) Co., Ltd.:
Contract for installation of 110 kV transmissiomdi and OPGW cables, dated 15
September 2010.

CECIC Wind Power (Xinjiang) Co., Ltd. & Zhergm City Zhengyan Construction
Co., Ltd.: Construction contract of office building for CECI&rumaqi Tuoli Phase |
Wind Farm Projectdated October 2010.

People’s DailyThe development of wind power projaat€hing dated 11 May 2007.
http://energy.people.com.cn/GB/5720709.html
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3.1.2
126/

1271

3.1.3
128/

129/

130/

131/

132/

133/

134/

135/

136/

Letters of approval

National Development and Reform Committee (#@&bitation: NDRC, the DNA of
Ching: Letter of approval for CECIC Urumqi Tuoli Phase ind/ Farm Project dated
30 September 2010.

It is confirmed by http://cdm.ccchina.goven/web/Ngmio.asp?Newsld=4806.
Department of Energy and Climate Change (DNAwited Kingdom of Great Britain
and Northern Ireland):etter of approvafor CECIC Urumgi Tuoli Phase | Wind Farm
Project,dated 3 December 2010.

Designed National Authority (DNA) of United Kingdoof Great Britain and Northern
Ireland: Email including the letter of approval for CECIC wimgi Tuoli Phase | Wind
Farm Project to Carbon Resource Management,$i&ed 3 December 2010

Methodologies, tools and other guidance by the CDMxecutive Board

CDM Executive BoardValidation and Verification Manualyersion 1.2, adopted
EB55 Annex 1 dated 30 July 2010.
http://cdm.unfccc.int/Reference/Manuals/accr_man¥l.

CDM Executive Boardaseline and monitoring methodology ACM0002 Codatdid
baseline methodology for grid-connected electricggneration from renewable
sourcesversion 12.1 adopted at EB58 Annex 7.

CDM Executive BoardTool for the demonstration and assessment of aufditity,
Version 5.2 adopted EB39 Annex 10.

CDM Executive BoardTool to calculate the emission factor for an elmity system
version 2 adopted EB50 Annex 14.

CDM Executive Boardinformation note on the highest tariffs appliedtbg executive
board in its decisions on registration of projeatsthe People’s Republic of China
version 1, issued in EB54.

http://cdm.unfccc.int/Reference/Notes/reg_note(f7.pd

CDM Executive BoardGuidelines for the reporting and validation of plalvad
factors version 1 adopted EB 48 Annex 11.

CDM Executive BoardGuidelines on the demonstration and assessmentriof p
consideration of the CDMversion 03 adopted EB49 Annex 22.

CDM Executive Boardsuidance on the assessment of investment anahgsson 3.1
adopted EB51 Annex 58.

CDM Executive BoardGuidance for request for deviation titled “Applieat of
AMO0005 and AMS-1.D in Chiriaadopted on 1 December 2005.

3.1.4 Documentation used by DNV to validate / cross-checke information
provided by the project participants

137/
138/
139/
140/

IPCC:2006 IPCC Guidelines for National Greenhouse Gagihories
China Electric Power Yearbook 2004-2008.
China Energy Statistical Yearbook 2006-2008.

NDRC: Emission factor calculation for each power grid 6hina (including the
Chinese DNA's guidance for the determination ofl groundaries)dated 2 July 2009.
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141/

142/

143/

144/

145/

146/

147/

148/

149/

/50/

/51/

152/

153/

154/

55/

156/

157/

http://ghs.ndrc.gov.cn/qjfzjz/t20090703 289357.htm

State Power Corporation of Chimaterim Rules on Economic Assessment of Electrical
Engineering Retrofit Projectslated 2003.

Shi PengfeiStatistics of Domestic Wind Farm Installation Caipam 2007.
http://www.cwea.org.cn/download/display_info.aspZ8

State Council of the People’s Republic of @himterim Regulation of the People’s
Republic of China on Value Added T#State Council Document No. 538), dated 10
November 2008 and effective on 1 January 2009.

NDRC:The Code on Compiling the Feasibility Study Repbditvind Farmsdated 25
May 2005.

http://www.windpower.org.cn/news/links/js_2005 05t

NDRC and Ministry of Construction of P.R.Chifisconomic Evaluation Method and
Parameters for Project Constructipﬁ'd edition, dated 3 July 2006.

Ministry of Finance & State Administration dfaxation: Notice of the Ministry of
Finance and the State Administration of Taxatiomwthpolicies regarding the value
added tax on comprehensive utilization of resouraed other productsCai Shui
[2008]156, issued on 9 December 2008 and effectivé January 2009.

Ministry of Justice of the People’s Republic @hina: Law of People’s Republic of
China on Enterprise Income TaRresident decree No0.63, issued on 16 March 2607 a
effective on 1 January 2008.

State Council of the People’s Republic of @himplementation Rules of Enterprise
Income Tax Law of People’s Republic of Chisdate Council Document No.512,
issued 6 December 2007 and effective on 1 Janu4§.2

State Council of the People’s Republic of @hiRrovisional Regulations of the
People's Republic of China on City Maintenance &uwhstruction Taxesdated 8
February 1985.

http://www.tjtdxy.cn/show.aspx?id=1932&cid=69

State Council of the People’s Republic of @hifrovisional Regulations of the
People’s Republic of China on Education Tdated 20 August 2005.

Ministry of Justice of the People’s RepublfcGhina: Environmental Protection Law
of the People’s Republic of Chindated 26 December 1989.

Ministry of Justice of the People’s RepublfcGhina: Law of the People's Republic of
China on Evaluation of Environmental Effecf2002] No.77 dated on 1 September
2003.

NDRC: Promulgation of Electric Power Industry Refqrdated 11 February 2002:
http://www.ndrc.gov.cn/xwfb/t20050708 28096.htm

NDRC: Notification of electricity tariff for wind power rpjects Fa Gai Jia Ge
[2006]2908, dated 22 December 2006.

NDRC: Notification of electricity tariff for wind power rpjects Fa Gai Jia Ge
[2007]1260, dated 9 June 2007.

NDRC: Notification of electricity tariff for wind power rpjects Fa Gai Jia Ge
[2007]3303, dated 3 December 2007.

NDRC: Notice of improving tariff regulation for wind poweprojects Fa Gai Jia Ge
[2009]1906, dated 20 July 2009.
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/58/ Development and Reform Committee (DRC) of Ming Uygur Autonomous Region:

159/

160/

161/

162/

163/

164/

165/

166/

167/

168/

169/

170/

171/

172/

Tariff approval for wind power projectslated 14 December 2009.

NDRC:Notice on the solutions to the tariff issues fondvpower projects in Xinjiang
dated 26 November 2004.

DRC of Xinjiang Uygur Autonomous Regior8traightening out Conflicts over
Electricity Tariff in Urumgj Document No. [2004] 2570, dated 19 November 2004.
DRC of Xinjiang Uygur Autonomous RegioNptice on adjusting the electricity sales
tariff for various power plantsXinjiang Energy Price Document No. [2006] 97 7tedh
18 July 2006.

Xinjiang Tianfeng Wind Power Co., Ltd. & Xiamg Electric Power Corporation,
Power Purchase Agreement (PPA) of Xinjiang Tianf®adpancheng Second Phase
Wind Farm Project30 December 2005.

CECIC Wind Power (Xinjiang) Co., Ltd. & Zhertlgmu City Zhengyan Construction
Co., Ltd.: Construction contract for tower basements, ongitlesgation and roads for
CECIC Urumgi Tuoli Phase | Wind Farm Projedated 13 September 2010.

Financial ministry of ChingFinancial regulations for industrial enterprisesffective
on 1 July 1993.

UNFCCC webisitePDD publication for CECIC Urumgi Tuoli Phase | Wirehrm
Project dated 4 November 2010.
http://cdm.unfccc.int/Projects/Validation/DB/JUJDGHLT XI38506 QVLBAUTO8YD
Z8/view.html

China NDRC:Measures for Operation and Management of CDM Ptsjéa China
date 18 October 2005

http://cdm.ccchina.gov.cn/web/NewsInfo.asp?NewskB-4

NDRC:The thermal power plant that has the capacity skléhan 50MW should be
shut down and the construction of thermal powemplhat has the capacity of less
than 135MW will be forbiddemated 20 January 2007.
http://www.gov.cn/gongbao/content/2002/content_&1LABN

NDRC:The distribution map of hydro resource in Chinawhdhat the project site is

in a water-resource-shorted regiodated 31 December 2009.
http://www.watereyes.com/info.asp?id=2125

People’s Daily Newspapesplar PV is blocked by the high cost and faceseblenical
and financial barriersdated 12 October 2009.

China New Engery Websit€he geothermal power generation is facing barriansl
expecting the policy suppodated 7 August 2009.
http://www.newenergy.org.cn/Html/0098/870929050.Htm

China New Energy Websit&he difficulties faced by the biomass power gemamat
dated 7 December 2009.

http://www.newenergy.org.cn/html/00912/12709306%0Ih

State Economic and Trade Commissidechnical administrative code of electric
energy metering (DL/T 448-20Q@ated 3 November 2000.

The main differences between the web-hosted PDDighdd for the 30 days stakeholder
commenting period and the final version submitdrégistration are as follows:
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» The calibration frequency of meters was specifiechonitoring plan of PDD version
1.2 dated 20 December 2010.

* The coordinates of the project boundary cornersveeimmarized in section A.4 of
PDD version 1.2 dated 20 December 2010.

« All creditable alternatives to the project activaye identified in the PDD version 1.2
dated 20 December 2010 while applying the step Toof for the demonstration and
assessment of additionality0/.

* The version of methodology applied by the propgs@gect activity has been updated
from 12.0.0 to 12.1.0. in the PDD version 1.2 d&t6édecember 2010.

* In section A.4.1, the coordinates of the projeairmary corners are transformed from
sexagesimal format to decimal format.

» The starting date of crediting period has been gédrfrom 1 July 2011 to 1 May
2011.

» Other changes related to the CLs raised in thislatdn report (refer to the table 3 in
the Appendix A of this validation report).

After reviewing the PDD version 1.2 dated 20 DecemB010, DNV issued this final
validation report and opinion.

3.2 Follow-up interviews with project stakeholders

DNV has carried out the validation by reviewing theailable documents and feasibility
studies and has conducted a comparison analystheoinput values for the investment
analysis (refer to the section 4.6.3). During thajgrt activity desk review from 1 November
2010 to 1 December 2010, the project relevant decusnincluding: the PDD /1/, EIA /3/,

approval of EIA /3/, FSR /2/, approval of FSR /BRR calculation spreadsheet /4/, ER
calculation spreadsheet /5/, wind turbines purcitasagreement /8/ and stakeholder
guestionnaires /9/ etc., were provided and reviewBaded on the documents provided, DNV
was able to check the project design, implementatioonitoring plan and all baseline
scenario information.

The construction contract for the turbines fouraationsite substation and roads was signed
between CECIC Wind Power (Xinjiang) Co., Ltd. andeBgzhou City Zhengyan
Construction Co., Ltd. on 13 September 2010 /63 ghe project construction permission
was issued by Xinjiang Kunlun Engineering SupeorisiCo., Ltd. on 30 November 2010
/16/. Based on the documents mentioned aboved#nsonstrated that the project is currently
under the stage of construction. Moreover, DNV tams that the project activity does no
involve resettlement of people through the profe8R /2/ and EIA /3/. Therefore, DNV can
justify that a physical site visit for this projestas not required during the validation stage
and hence has arranged the follow-up interviewNY Beijing office.

The follow-up interview was thus held by Ms. XuenfiaAndi on 7 December 2010, with the
PDD authors from Carbon Resource Management Lidl,the project participant CECIC
Wind Power (Xinjiang) Co., Ltd., to resolve theuss identified during the desk review.

Date Name Organization  Topic
173/ 7 Ms. Chen Dong CECIC Wind < Information of project construction
December Juan; Power * The development of wind-power
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2010 Mr. Yao Xi; (Xinjiang) Co., project in  Xinjiang  Uygur
Mr. Shen Hong Ltd. Autonomous Region
Shuai. e The approval status (incl. EIA

approval, the feasibility study report
approval, CDM project approval)

* Project management

* Emission reduction monitoring plan

»  Consulting process for stakeholder’s
comments and rationality of
guestionnaires

* Investment risks and barriers

74l 7 Mr. Cai Lu Carbon * Baseline determination of the
December Ping; Resource project
2010 Ms. Gao Yan. Management -  Applicability of selected
Ltd. methodology ACMO0002 (Version
12.1)

* Issues related to the additionality

e Common practice analysis

» Emission reductions calculation

* Emission reduction monitoring plan
and project management

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 was customisgdHte project. The protocol shows in a
transparent manner the criteria (requirements),nsed verification 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 whweeevalidator will document how a
particular requirement has been validated andaseltr of the validation.

The validation protocol consists of four tables.eTdifferent columns in these tables are
described in the figure below. The completed vaiata protocol for the project activity
“CECIC Urumgi Tuoli Phase | Wind Farm Project” irhi@a is enclosed in Appendix A to
this report.

A corrective action request (CAR) is raised if afi¢he following occurs:

(a) The project participants have made mistakes thdtimfluence the ability of the
project activity to achieve real, measurable addédl emission reductions;

(b) The CDM requirements have not been met;
(c) There is a risk that emission reductions cannahbsitored or calculated.
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A clarification request (CL) is raised if informati is insufficient or not clear enough to
determine whether the applicable CDM requiremeateibeen met.

A forward action request (FAR) is raised duringidafion to highlight issues related to
project implementation that require review durihg first verification of the project activity.
FARs shall not relate to the CDM requirements &gistration.
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Validation Protocol Table 1: Mandatory Requirementsfor CDM Project Activities

Requirement Reference

Conclusion

The requirements th

project must meet. or

eGives reference to the legislatig
agreement

where th

nThis

is either acceptable based on evide

eprovided OK) or a corrective action request

requirement is found.

(CAR) if a requirement is not met.

nce

Validation Protocol Table 2: Requirement Checklist

to the proposed CDM
project activity under
validation.

Checklist question | Reference Means of | Assessment | Draft and/or Final Conclusion
verification (MoV) by DNV
The various Gives Means of verification| The OK is used if the information and
requirements in reference to | (MoV) aredocument | discussion | evidence provided is adequate to
Table 1 are linked | documents | review (DR), on how the | demonstrate compliance with CDM
to checklist where the interview (I) or any | conclusion | requirements. Aarective action
guestions the answer to other follow-up is arrived at | reguest (CAR) is raised when
project should the checklist| actions (e.g., on site | and the project participants have made
meet. The checklist question or | visit and telephone of conclusion | mistakes, the CDM requirements
is organised in item is email interviews) and on the have not been met or there is a risk
different sections, | found. cross-checking (CC) | compliance | that emission reductions cannot bef
following the logic with available with the monitored or calculated. A
of the CDM-PDD information relating | checklist clarification request (CL) is raised
to projects or question so | if information is insufficient or not
technologies similar | far. clear enough to determine whether

the applicable CDM requirements
have been met. forward action
request (FAR) during validation is
raised to highlight issues related to
project implementation that require
review during the first verification o
the project activity.

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

Corrective action and/
or clarification
requests

Ref. to checklist question
in table 2

Response by project
participants

Validation conclusion

TheCARs and/ orCLs
raised in Table 2 are
repeated here

Reference to the checklis
guestion number in Table
2 where the CAR or CL is|
explained.

The responses given by
the project participants
to address the CARs
and/or CLs.

The validation team’s
assessment and final
conclusions of the CARs
and/or CLs.

Validation Protocol Tabl

e 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

Reference to the checklis
question number in Table
2 where the FAR is
explained.

Response by project participants on how forwardoact
request will be addressed prior to first verificati

Figure 1: Validation protocol tables
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3.4 Internal quality control

The validation report underwent a technical reviparformed by a technical reviewer
qualified in accordance with DNV’s qualification reme for CDM validation and
verification.

3.5 Validation team

Type of involvement

Role

Last Name

First Name

Country

| Administrative

Desk review

WS

Site visit / Intervie

Reporting

Supervision of work

Technical review
Sectoral competence

Project manager

Xue

Yanju Ang

i

China

Technical team

Xue

Yanju Andi

China

<

<

<

AN

AN

leader

(CDM validator),
Sectoral
competence

Technical Leiroz Andrea Brazil v |V

reviewer

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

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

The final validation findings relate to the projetEsign as documented and described in the
PDD, version 1.2 dated 20 December 2010 /1/.

4.1 Participation requirements

The project participants are CECIC Wind Power (¥ing) Co., Ltd. and Carbon Resource
Management S.A.. The host Party (China) and theeArnrParty (United Kingdom of Great

Britain and Northern Ireland) meet all relevanttiggpation requirements, and have ratified
the Kyoto Protocol and established their own DNApas the participating requirements for
CDM under the Kyoto Protocol. China has ratified Kyoto Protocol on 30 August 2002 and
its DNA is Nation Development Reform Committee (NODR The United Kingdom of Great

Britain and Northern Ireland has ratified the Ky&tmtocol on 31 May 2002 and its DNA is
Department of Energy and Climate Change.

A letter of approval (LoA) /26/ was issued by DNA Ghina on 30 September 2010,
authorizing CECIC Wind Power (Xinjiang) Co., Ltdk fnost Party as project participant and
confirming that the project assists in achievingtainable development. The DNA of United
Kingdom of Great Britain and Northern Ireland issuke LoA /27/ on 3 December 2010 and
authorized Carbon Resource Management S.A. froneRhiParty as project participant.

The letters of approval were received from the gmbparticipants. The authenticity of LoA
from China has been verified from the website of ADbdf China’s /26/. The authenticity of

LoA from Annex | party has been verified througle #mail with the LoA as an attachment,
from the DNA of United Kingdom of Great Britain ahbrthern Ireland to Carbon Resource
Management S.A. /27/.

DNV does not doubt the authenticity of the lettefsapproval /26/ /27/. DNV considers the
letters are in accordance with paragraphs 45- 48e0¥/VM /28/.

The validation did not reveal any information thatlicates the project can be seen as a
diversion of official development assistance (OD4)ding towards China.

4.2 Project design

The proposed project is located in Tuoli Town, UgitBounty, Xinjiang Uygur Autonomous
Region, P. R. China. The geographical coordinatdeeocenter of this project are longitude
87.7333 East and latitude 43.4833 North, sourca the FSR /2/.

The project involves installation and operation 38 wind turbines (Model number:
GW77/1500kw /8/). The installed capacity of eacht um 1.5 MW, constituting a total
installed capacity of 49.5 MW. The wind turbines domestically manufactured by Xinjiang
Goldwind Science & Technology Co., Ltd. /8/. Basedits sectoral expertise DNV confirms
that the technology used by the project activitfferts the good current practice in China.
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DNV checked all the parameters of the turbines friinem PDD against the FSR /2/ and
confirms that the documents were consistent.

It is expected that the project will supply appiafely 125 532 MWh net electricity per year
to the Northwest China Power Grid (NWPG) when itnsull operation with a plant load
factor (PLF) of 28.9% /2/. The electricity genethtey the project using the unit connection
mode of one-turbine-one-transformer will be trantedi to the on-site substation in the wind
farm, and then will be delivered to the grid sutietg which is part of the NWPG /2/.

Being a renewable electricity project, the progdivity will generate greenhouse gas (GHG)
emission reductions by avoiding the £€missions from the electricity generation by fbssi
fuel power projects.

The project boundary includes the project geoggHocation and the NWPG, which is in
line with the delineation of the grid boundarieguiated by DNA of China /40/.

The expected operational lifetime of the projedivay is 20 years derived from the FSR /2/.
A renewable crediting period of 7 years has beaseh for the project, starting on 1 May
2011 or the registration date, whichever is latée chosen crediting starting date is deemed
to be reasonable. The emission reductions are &stihto be 116 644 tGO per year and
816 508 tCQe over the first seven-year crediting period.

The starting date of the proposed project actiwiggs defined as 1 September 2010 when the
wind turbines purchase agreement was signed /8¢hw the earliest financial commitment
for the proposed project activity.

DNV is of the opinion that the project design hag described in an accurate and adequate
manner.

DNV considers the project description of the promantained in the PDD to be complete and
accurate. The PDD complies with the relevant foamd guidance for completing the PDD.

4.3 Application of selected baseline and monitoring mébdology

The project correctly applies the approved basaimthodology ACMO0002 (version 12.1),
“Consolidated baseline methodology for grid-conngctelectricity generation from
renewable sourcés$29/.

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

* The project is the installation of a grid-connectatt greenfield renewable power
plant generating electricity from wind. This appliglity has been verified through the
FSR /2/, assessment opinion on the grid acces&6AC Urumqi Tuoli Phase | Wind
Farm Project to Xinjiang power grid3/ and the EIA /3/.

* Being a wind project, it does not involve switchifrgm fossil fuel to renewable
energy at the project site, which has been veribgdDNV through the follow-up
interview /73/ and the FSR /2/.

* The project is connected to the NWBGwhich geographical and system boundaries
are clearly identified and information on the cludeaistics of this grid is available /2/
113].
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The assessment of the project’s compliance with gpplicability criteria of ACM0002
(version 12.1) are documented in detail in secBdhof Table 2 in the validation protocol in
Appendix A to this report.

4.4 Project boundary

The spatial extent of the project boundary is ¢yedefined as the site of project activity and
all power plants connected physically to NWPG idahg Shaanxi, Gansu, Qinghai, Ningxia
and Xinjiang power grids, to which the project isnoected. This is in line with the

delineation of grid boundaries as provided by th¢ADof China /40/. The defined project
boundary is in line with the methodology ACMO00021sion 12.1) /29/. It is DNV’s opinion

that the project boundary of CECIC Urumgi Tuoli B&dd Wind Farm Project is clearly
defined.

Emission sources and gases included in the pro@etdary are:

GHGs involved | Description

Baseline emissions CO The baseline emission factor for the
project is determined ex-ante as| a
combined margin (CM), consisting of
combination of the operating margdin
(OM) and build margin (BM) of the
NWPG.

Project emissions N/A Project emission is regarded as zero as the
project is a renewable energy (wind
source) project.

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

The identified boundary and selected sources asdsgare justified for the project activity.
The validation of the project activity did not rev@ther greenhouse gas emissions occurring
within the proposed CDM project activity boundary aresult of the implementation of the
proposed project activity which are expected totgute more than 1% of the overall
expected average annual emission reduction, whiemeat addressed by ACM0002 (version
12.1).

4.5 Baseline identification
A) Baseline determination

Since the project was demonstrated to be additioecfal Section 4.6, the baseline is in
accordance with ACMO0002 (version 12.1) /29/ thacwlcity delivered to the grid by the

project activity would have otherwise been generdiy the operation of grid-connected
power plants and by the addition of new generasioarces, as reflected in the combined
margin (CM) calculations described in the “Tool ¢alculate the emission factor for an
electricity system”.

According to ACMO0002 version 12.1 /29/, baselineissions are equal to power generated
by the project delivered to the NWPG, multiplied thye baseline emission factor. The grid
emission factor has been determieadantebased on the most recent information available at
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the time of the PDD was web-hosted and will bediker the entire first crediting period /29/.
This is reflected in the combined margin (CM) - theighted average of the operating margin
(OM) emission factor and the build margin (BM) esiis factor. The weighting is set to be
75% and 25% respectively, which are the defaulteslstipulated for wind farm projects by
“Tool to calculate the emission factor for an eledty system” /31/.

The NWPG is dominated by coal-fired power plantss deemed likely that coal-fired power
plants will continue to dominate the power sectag tb the local availability of low-cost coal.
It is expected that renewable capacity additiodshaive not significant effects on the mix of
the NWPG during the first crediting period.

Therefore, it is concluded by DNV that the baselihetermination is transparent and
reasonable.

The approved baseline methodology has been corrapgllied to identify a complete list of
realistic and credible baseline scenarios, andddetified baseline scenario most reasonably
represents what would occur in the absence ofriygoged CDM project activity.

All the assumption and data used by the projectigiaants are listed in the PDD and/or

supporting documents. All documentation relevamtefstablishing the baseline scenario and
are correctly quoted and interpreted in the PDDsufigptions and data used in the

identification of the baseline scenario are justifappropriately, supported by evidence and
can be deemed reasonable. Relevant national asetoral policies and circumstances are
considered and listed in the PDD.

4.6 Additionality

The addtionality of the project has been demoredraby applying the Tool for the
demonstration and assessment of additionality @ersi2 /30/ approved by the CDM-EB.

4.6.1 Evidence for prior CDM consideration and continuousactions to secure
CDM status

Project start date:

The wind turbines purchase agreement was signedebat CECIC Wind Power (Xinjiang)
Co., Ltd. and Xinjiang Goldwind Science & TechngloQo., Ltd. on 1 September 2010 /8/.
The construction contract for turbines foundationsite substation and roads was signed
between the CECIC Wind Power (Xinjiang) Co., LtchdaZhengzhou City Zhengyan
Construction Co., Ltd. on 13 September 2010 /68 Tonstruction permission for turbines
foundation, onsite substation and roads was issoyedXinjiang Kunlun Engineering
Supervision Co., Ltd. on 30 November 2010 /16/. ¢¢erDNV was able to confirm that the
earliest commitment to financial expenditure is thimd turbines purchase agreement (1
September 2010) /8/, which is considered as thiegrstarting date.

Serious consideration of CDM and efforts to sedtibdM status:

Since the starting date is later than 2 August 28@mmencement notification letter for
CECIC Urumgi Tuoli Phase | Wind Farm Project in @hiwas sent by the project participant
to the Chinese DNA on 2 August 2010 /10/ and cardal by Chinese NDRC on 9 August
2010 /10/. The prior consideration of the CDM FaemUNFCCC was also received by EB
on 13 July 2010 and confirmed on 22 July 2010 /®Hich is within six months of the
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project activity starting date i.e. 1 September@®02DM was therefore seriously considered
in the decision to proceed with the project agfivit

In addition, the FSR was completed in March 201@rl approved by the NDRC on 31 May
2010 /2/. In the FSR, the project developer wasyssigd to consider CDM benefit /2/
because the IRR is lower than the industry (wind/groplant) benchmark of 8% and hence
financially unattractive /2/. The project developsentified CDM as a mean to overcome the
investment barriers to proceed with the projectexddenced in the board meeting minute of
CECIC Urumagqi Tuoli Phase | Wind Farm Project for K2Dlevelopment on 2 June 2010 /6/.
The CDM Emission Reduction Purchase Agreement (ERRds signed between CECIC
Wind Power (Xinjiang) Co., Ltd. and Carbon Resouvtanagement S.A. on 22 June 2010 /7/.

The project participants started the global staldgroconsultation (4 November 2010) two
months after the starting date of the project é@gtid September 2010). Since this is less than
two years, this shows sufficient actions to sedDBM status in parallel with the physical
implementation of the project.

It is DNV’s opinion that the proposed CDM projectigity complies with the requirements
of the latest version of the guidance on prior abgration of CDM.

4.6.2 ldentification of alternatives to the project activty

Four alternatives that provide the outputs comgaraiith the proposed CDM project activity
have been identified and discussed:

a) The proposed project activity undertaken withouhbeegistered as a CDM project
activity;

b) Construction of a fossil fuel-fired plant with tbemparable electricity output;

c) Construction of a power plant using other renewablergy with the comparable capacity
or electricity output, such as hydro, biomass dairseic;

d) To provide the comparable electricity output witle proposed project activity by the
grid NWPG.

Alternative b): In 2008 the annual operation timieh@rmal power plants in China was 4 885
hours. To provide the comparable electricity geti@nawith the proposed project activity,

there would be the installation of a thermal pow&ant with the capacity of 25.7 MW

(equivalent to the proposed 49.5 MW wind projeedwever, the fossil fuel-fired plants with

the capacity lower than 135 MW are prohibited toblodt in areas covered by large grids
such as provincial grids /67/. Therefore, the aHéive b) does not comply with the

mandatory legislation and regulations and is elated from further consideration.

Alternative c): DNV confirms that the proposed gajactivity is located in the region which

has no commercially exploitable hydro source /68/.addition, due to the undeveloped

technology status and the high cost for power geimer from the solar PV /69/, undeveloped
stage and lack of technology support for geother?@l, barriers to operate biomass power
generation /71/, the alternative c) is ruled oafrfrbeing the realistic alternative.

Based on the discussion above, the alternativandjl) are the potential alternatives and thus
will be discussed at the next step.

DNV considers the listed alternatives to be creddohd complete, and the Step 1Tobl for
the demonstration and assessment of additionéd@yis applied appropriately.
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4.6.3 Investment analysis

Choice of approach

As the project generates financial and economicetisnother than CDM related income
through the sales of electricity and the altermatto the project does not involve an
investment, a benchmark analysis is justified forducting the investment analysis.

Benchmark selection

According to the Interim Rules on Economic Assessment of ElectBcaineering Retrofit
Projects” /41/, in China a project-IRR of 8% (post tax) of a projes regarded as a
benchmark for investing in wind farm projects. Thenchmark of 8% (post tax) is therefore
appropriate for this project. DNV was able to canfithat the selected benchmark is suitable
and reasonable for the proposed project as follgwin

1. According to the FSR /2/, this project is a wiadn project with the installation capacity
of 49.5 MW.

2. The benchmark was determined by the nationalirasimation of this industry in China,
and represents a government/official approved beack /41/,

3. The benchmark is for project-IRR and post tad e investment analysis for this project
will be for project and post tax also;

4. The ‘Interim Rules on Economic Assessment of ElectBraineering Retrofit Projects”
/41/is referred to the risk premiums of large scaledapower project;

5. The ‘Interim Rules on Economic Assessment of ElectEcaglineering Retrofit Projects”
/41/is still valid till now.

DNV is able to confirm this benchmark is suitabhel @aeasonable.

Input parameters

The input parameters used in the financial analgéithis project are taken from the FSR
developed by Xinjiang Survey and Design InstitufeWater Resources and Hydropower
Ministry of Water Resources in March 2010 and appdoby Development and Reform
Commission of Xinjiang Uygur Autonomous Region oh Blay 2010 /2/. Thus, it can be
considered as information provided by an independed recognised source.

DNV compared the input parameters used in the Gi@manalysis included in the PDD /1/
with the parameters stated in the FSR /2/ and Wwhkesta confirm that the values applied are
consistent with the values stated in the FSR /2/.

The FSR was approved on 31 May 2010 by Developraedt Reform Commission of
Xinjiang Uygur Autonomous Region /2/ and thus twonths prior to the decision to proceed
with the project activity (i.e. starting date oetproject) which was on 1 September 2010 /8/.
Given this relative short period of time betweea #pproval of the FSR and the decision to
proceed with the project activity, it is unlikelp the context of the project that the input
values would have materially changed. It is thussomable to assume that the FSR /2/ has
been the basis of the decision to proceed withn¥estment in the project.

Furthermore, the input parameters used in the éiahanalysis were compared with the data
reported for other similar CDM projects developadXinjiang Uygur Autonomous Region
(refer to Table 1 below), by comparing the invesiimeosts per kW, percentage of annual
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O&M costs relative to total static investment coste plant load factor, the depreciation
period, residual value and miscellaneous fee, asvishin the following table. With the
guidance ofTool for the demonstration and assessment of aufdility /30/, projects are
defined as similar if they are wind power projdotsated in the same autonomous region (i.e.
Xinjiang Uygur Autonomous Region) and taken pladeerathe April 2002 when the
electricity power industrial reform was implement&8/. It has thoroughly changed the
regulatory framework and investmental environmehtpower industry in China /53/.
Therefore, the wind projects located in the Xingakutonomous Region and started after the
reform in April 2002 are included in the Table 1.

Table 1: Comparison of investment cost per kW, graege of annual O&M costs relative to
total investment, miscellaneous fee, depreciatimhr@sidual rate amongst the registered
wind power CDM projects in Xinjiang Uygur Autonorsdregion

Instal- | Invest- Depreci- Miscel-
UNFCCC led ment a'?ion Resi- | laneous | Annual
Project name capa- | cost . dual | feerate | O&M costs/
Ref. No. cit period :
Y | (RVBY (vears) rate | (RMB/k | investment
(MW) 1 kw) W)
1480 | Aang _Xiaocaohu  Wind  4q 5 | 7779 17 0 50 3.35%
ower Project
Xinjiang Huadian Xiaocaohu the
2413 2nd phase of No.1 Wind Farm 49.5 8 658 17 0 50 N/A
project
The Bogeda 40.5 MW Wind-
2537 Farm Project in Urumgqi| 40.5 9 365 15 N/A N/A 5.78%
Xinjiang, China
Xinjiang Dabancheng Sanchang o o
2855 Phase Il Wind Power Project 49.5 8613 15 4% 40 4.29%
The 30 MW Tuoli Wind-Farm
0536 Project in Urumgi, Xinjiang of 30 8776 N/A N/A N/A N/A
China
Xinjiang Dabancheng Sanchang o
0894 First Phase Wind Farm Project 30 8946 N/A N/A N/A 3.69%
Xinjiang Tianfeng Dabancheng
1734 Second Phase Wind Farm 30 8123 15 4% 50 4.55%
Project
The Wulabo 30 MW Wind-Farm
1244 Project in Urumgi, Xinjiang of 30 9940 15 N/A N/A 9.82%
China
2031 | Xinilang Mayitasi Wind Farm 4 5 | 7 gg) 12 4% 40 3.38%
Project
3003 | Xiniang Alashankou Phase |l 4o 5 | 15519 15 5% 25 0.50%
Wind Power Project
Xinjiang Dabancheng Sanchang o o
3107 Phase IV Wind Power Project T 49.5 8 604 15 5% 15 3.88%

Page 19




DET NORSKE VERITAS

Report No: 2010-9429, rev. 01 i&

VALIDATION REPORT DNV
Huaneng Xinjiang Ham
3579 Santanghu Phase | Wind Fafm 49.5 9167 15 5% 30 2.75%
Project
4001 | Xinjiang ~ Alashankou  Wing 495 | 19305 15 5% 30 2.68%
Power Project
3228 ] o ]
) Huadian Xinjiang Xiaocaohu
Requesting| second Wind Farm Phase || 49.5 9219 15 5% 15 2.49%
Reg|strat|0 Project
n
Proposed project 49.5 9 805 14 3% 50 3.61%

(Data source: National Development and Reform Comionis http:/www.sdpc.gov.cy/

Clean Development in

China htfp://cdm.ccchina.gov.cn/wéb/ and

(http://cdm.unfccc.int/index.htn)l)

1) Total static investment cost

UNFCCC

The total static investment costs used in the firranalysis of the proposed project activity
were compared with data reported for other sin@@BM wind projects in the Xinjiang Uygur
Autonomous Region. As shown in the Table 1, thestwment costs per kW for the proposed
project (9 805 RMB/kW) is within the range of thevéstment costs per kW (7 682 RMB/kW

to 10 305 RMB/kW) for other similar projects

Moreover, DNV has also cross-checked the totaicsimtestment against the signed contracts
for equipments /8/ /17/ /18/ /19/ as well as othelevant contracts and documents for
construction related services /15/ /63/ /21/. Adowy to the contracted expenses shown in
Table 2, the total expense on them is the 78.97%eftotal static investment. The actual
expenditure is 8.7% higher than the assumed expeadn the FSR /2/, which indicates that
the FSR investment cost estimate was reasonatiie &tme.

Table 2 - Comparison of expenditures between valute FSR and contracts

. . ESt.i mated value Contracted value

Equipments/Construction/others in FSR/2/ (million RMB)
(million RMB)

Wind turbines 262.35 280.92 /8/
Towers 47.19 53.43 /171
Box transformers 6.93 8.33/18/
Main transformer 4.24 4.90 /19/
Construction for turbine foundations,
onsite substation and roads 20.81 26.70/63/
Supervision of construction for turbine
foundations, onsite substation and roads 4.94 4.90 /151
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Construction of turbines installation 6.27 4.12 /21/
Total 352.73 383.3

From the comparison, the investment analysis inRBR /2/ has been demonstrated to be
realistic and conservative. Therefore, the totatistinvestment is deemed to be reasonable
and appropriate in Xinjiang Uygur Autonomous RedigrDNV.

2) Tariff

The tariff of 0.51 RMB/kWh (Incl. VAT) for the emt operation period adopted in the PDD
(version 1.2 dated 20 December 2010) /1/ was sduroen the FSR completed by Xinjiang
Survey and Design Institute of Water Resources bBiydropower Ministry of Water
Resources in March 2010 /2/. While compiling théRR8 March 2010, the most recent tariff
notification (Fa Gai Jia Ge [2009] 1906) for windvger projects in China has been issued
/57/. In this document (Fa Gai Jia Ge [2009]19@6),/it clearly states that the tariff will be
stipulated as 0.51 RMB/kKkWh (Incl.VAT) since 1 Auguid09 for newly built wind power
projects located in wind resource region | (Ururoiy, Kazakhstan minority autonomous
prefecture in Yili city, Muslim minority autonomoywrefecture in Chuangji city, Karamay
city, Shihezi city, Xinjiang Uygur Autonomous Regjo The proposed project is located in
Tuoli Town, Urumgi County, Xinjiang Uygur AutonomsRegion, P. R. China, within the
wind resource region |I. Thus, DNV deems that iteéasonable to apply the tariff of 0.51
RMB/kWh (Incl. VAT) for the proposed project actiyi The FSR has been approved by
Development and Reform Commission of Xinjiang Uydwtonomous Region on 31 May
2010 /2/, when was prior to the investment decigibrthis proposed project activity on 1
September 2010.

There was no tendering process in the tariff deteation for the proposed project activity.
To confirm the suitability of tariff applied by th@oposed project activity, DNV has checked
all wind power projects in Xinjiang Uygur Autonom®®egion and summarized as below,

Table 3 — Tariffs of Wind Power Projects in Xingadygur Autonomous Region

Projects Tariff Source Date

(RMB/kWh,

Incl. VAT)
\?v?r?(?rl]:(;r;(:]g Sangecunzhuang (No. [1) 0.51 Notice on solution to

tariff issues for wind | 26 November 2004
. : power projects in
Dabancheng Chaiwopu (No. 2) Wind 0533 Xinjiang /59/
Farm
The 30 MW Tuoli Wind-Farm Project NDRC-Price [2004]
in Urumgqi, Xinjiang of China 0.47 2570 /60/ 19 November 2004
Xinjiang Xiaocaohu Wind Power 0.47 Xinjiang Energy Price|
Project Document No. [2006] 18 July 2006
977 /61/

Xinjiang Dabancheng _Sanchang First 0.47 Xinjiang Energy Priced g July 2006
Phase Wind Farm Project Document No. [2006]
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977 161/

Xinjiang Mayitasi Wind Farm Project Xinjiang Energy Price

0.47 Document No. [2006] 18 July 2006

977 /61/

The Wulabo 30 MW Wind-Farm Xinjiang Energy Price|

Project in Urumgi, Xinjiang of China 0.47 Document No. [2006] 18 July 2006
977 161/

Xinjiang Tianfeng Dabancheng

Second Phase Wind Farm Project 0.47 PPA 62/ 30 December 2005

The Bogeda 40.5 MW Wind-Farm Fa Gai Jia Ge [2007]

Project in Urumgi, Xinjiang, China 051 1206 /55/ 9 June 2007

Xinjiang Dabancheng Sanchang Phase Fa Gai Jia Ge [2007]

Il Wind Power Project 051 1206 /55/ 9 June 2007

Xinjiang Huadian Xiaocaohu the 2nd Fa Gai Jia Ge [2007]

phase of No.1 Wind Farm project 051 3303 /56/ 3 December 2007

Xinjiang Alashankou Phase | Wind Fa Gai Jia Ge [2007]

Power Project 051 3303 /56/ 3 December 2007

Xinjiang Dabancheng Sanchang Phase Fa Gai Jia Ge [2007]

IV Wind Power Project 051 3303 /56/ 3 December 2007

Huaneng Xinjiang Hami Santanghu Fa Gai Jia Ge [2007]

Phase | Wind Farm Project 051 3303 /56/ 3 December 2007

From the Table 3 above, it is found that the higiesff of wind power projects in Xinjiang
Uygur Autonomous Region is 0.533 RMB/kKWh (Incl. VATThis is also in line with
Information Note on the Highest Tariffs Applied by Executive Board in its Decision on
Registration of Projects in China” /37/. Hence,reusing the highest tariff 0.533 RMB/kWh
(Incl. VAT) indicated in the Table 3 for the findatnalysis of the project activity, the project
IRR would be 6.38%, which is still below the benarknof 8%.

Therefore, DNV concludes that the tariff of 0.51 BMWh (Incl. VAT) adopted by the
proposed project is suitable.

3) O&M costs

According to theCode on Compiling Feasibility Study Report of Wiadms issued by the
NDRC /44/ andEconomic Evaluation Method and Parameters for Rebfgéonstruction’45/,
the annual O&M costs mainly consist of materials, fealary and social welfare, repair cost,
insurance fee and miscellaneous fee rate (includifige expenses, business travel, training
fees, daily transport costs and union fees).

Compared with the registered CDM wind projects, dmaual O&M costs of the proposed
project (17.52 million RMB), which accounts for 3% of the total investment (485.37
million RMB), is within the range of 0.5% to 9.8266 the similar project in Xinjiang Uygur
Autonomous Region as shown in the Table 1. Theeefibican be confirmed that the annual
O&M costs of the project is reasonable and appabgri

4) Annual Power Generation
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It is expected that the proposed project will syppl NWPG approximately 125 532 MWh
per year at a plant load factor (PLF) of 28.9% lom Ibasis of the FSR prepared by Xinjiang
Survey and Design Institute of Water Resources bBiydropower Ministry of Water
Resources in March 2010 /2/. Annex 11 of CDM EB&" 4neeting report /33/ gives a
guideline for validation of plant load factor fazrrewable energy. One option is to use plant
load factor provided to the government while apudythe project activity for implementation
approval. The FSR has this purpose and hence aegora current CDM regulation, the
checking that the values are in line with the FS®utd be considered sufficient for
validation of plant load factor /2/. This was ttese for this project

According to the FSR /2/, the rich wind resourceaahas been selected on the basis of the
wind resource statistical data over 27 years fr@@21to 2008 using the professional software
WASP, then the distribution of turbines were defeed using the software Windfarmer. It is
the prevailing practice in the global wind industBNV was able to verify the mentioned
values derived from the FSR /2/.

Therefore, it is DNV’s opinion that the determimattiof the PLF of the proposed project is
appropriate and conservative.

5) Taxes

The taxes and depreciation period applied in tlogept financial assessment are shown in the
following table:

Table 3 Tax rates involved in the project

Value added tax (VAT) 17%
Income tax 25%
Rate of residual value 3%
Depreciation period (years) 14
Education tax (of the VAT) 3%
City build tax (of the VAT) 5%
(i) VAT rate

VAT is a tax that applies to most business tramsastinvolving the transfer of goods and
services. It is thus applicable to the proposedepto When the business is registered for
VAT, it will pay VAT on its purchase of equipmerdasd charge VAT on its sales. As for the
proposed project, the VAT paid on the purchaseqafmments and VAT charged on the sales
are discussed below.

(a) VAT for equipment

The VAT rate of 17% is paid as usual for purchagedds. According to th@rovisional
regulations of the people's republic of China ofueaadded tax from China State Council
(State Council Document No. 538) issued on 10 Nd»em?2008 and implemented from 1
January 2009 /43/, the equipment VAT can be crddieer the operation period against the
tariff VAT until the VAT from the equipment VAT ifully recovered. For this project, this
happens in the"Byear of operation.

(b) VAT on tariff

The project applies a VAT rate of 17% on the tanffich is substantiated by the following
arguments.
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On 10 November 2008, tHerovisional regulations of the people's republidifina on value
added tax from China State Coun¢8tate Council Document No. 538) was issued and
became effective on 1 January 2009 /43/. In thilegion /43/, the VAT occurred on the
sales of electricity was stipulated to be 17%.

On 9 December 2008, th¢otice of the Ministry of Finance and the State Ausiration of
Taxation about policies regarding the value added bn comprehensive utilization of
resources and other produc{€ai Shui [2008]156) /46/ was issued. As stipulate this
notice (Cai Shui [2008]156) /46/, VAT refund halban levy shall be applicable for selling
the electricity generation from wind power etc. Thgulation entered into force on 1 January
2009. This regulation is thus applicable to thggmbactivity.

Based on the document introduced above, the VA& adbpted by the proposed project is
17%. Half of the VAT incurred by the electricityles has been annually recovered from the
6" year to the 2B year after the equipment VAT s fully recovered.

(if) Income tax

According to theLaw of the People’s Republic of China on Enterpiisgome Tax47/, the
income tax of 25% is chosen for t@&CIC Urumgi Tuoli Phase | Wind Farm Projedthus
the income tax rate (25%) applied in the finanai@lysis of the proposed project and used in
FSR /2/ is reasonable. DNV can confirm that the larefits from interest payments were
considered in the calculation of income tax byudahg the interest of loan in total cost /35/.

(i) Rate of residual value

The residual rate of 3% is taken from the FSR (&1 & in line with the document of
Financial regulations for industrial enterprisesffective on 1 July 1993 /64/. The residual
value is recovered at the end of operation pemothé project IRR calculation spreadsheet
/4/. According to thdmplementation Rules of the Enterprise Income Taw I48/, the net
residual value of a fixed asset shall be reasondétgrmined by an enterprise according to
the nature and condition of the fixed asset. It may be changed once determined. In
addition, as shown in the Table 1, the residua c&t3% is in the ranged of 0% to 5% for the
registered wind projects in Xinjiang Uygur AutonomsoRegion. Therefore, DNV could
confirm that the residual value of 3% applied te goroposed project is deemed to be
acceptable.

(iv) Depreciation period

The depreciation period of 14 year and the deptieciaate per year of 6.93% are derived
from the FSR /2/ and is in line with thmplementation Rules of the Enterprise Income Tax
Law effective on 1 January 2008 /48/. According to thgplementation Rules of the
Enterprise Income Tax Lai8/, an enterprise shall begin computing deptecigor a fixed
asset in the month following the month in which t@mset is into service, and shall cease
computing depreciation for a fixed asset in the thdollowing in which the asset’s use is
ceased. The minimum number of years for computamretiation of fixed assets is 10 years
for the manufacturing and business operations. efber, the depreciation period of 14 years
for the proposed project is in line with theplementation Rules of the Enterprise Income Tax
Law /48]/.

Compared with the depreciation period of CDM reggistl wind power projects (ranged of 12
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to 17 years) as shown in Table 1, the deprecigtériod of 14 years adopted by the proposed
project is considered to be reasonable.

(v) Education added tax

The project applies an education added tax raB%0bf VAT. DNV has verified that the rate
applied is in accordance with tiRrovisional Regulations of the People’s RepublicCaina
on Education Tax50/.

(vi) City building tax

The project applies the city building tax rate &6 ®f VAT, which is in accordance with the
Provisional Regulations of the People's Republic Gifina on City Maintenance and
Construction Taxe#9/.

Therefore, DNV confirms that all tax rates involvedthe financial analysis of proposed
project are in line with the relevant current laavsl regulations of the taxes rates.

6) Miscellaneous fee rate

The “miscellaneous fee rate” of the proposed ptageb0 Yuan/kW sourced from the FSR /2/.
According to Code on Compiling the Feasibility Study Report dhdVFarms /44/, the
“miscellaneous fee” applied in the project includdfice expenses, business travel, training
fees, daily transport costs and union fees. Thepooents of “miscellaneous fee” have been
verified to be consistent with the definition Btonomic Evaluation Method and Parameters
for Project Constructiori45/. Hence, in DNV’s opinion, the “miscellanedes rate” applied

in the project activity is reasonable.

The “miscellaneous fee rate” of 50 Yuan/kW has besnified to be within the range from 15
to 50 RMB/kW of similar wind power projects as shiowm the Table 1. It shows that the
adopted miscellaneous fee for the proposed prigeetasonable compared with the registered
CDM wind power projects in Xinjiang.

In addition, based on our local and sectoral eig@riand database of publicly available
information, DNV was able to confirm that the inparameters used in the financial analysis
are reasonable and are likely to adequately reprréise economic situation of the project.

Calculation and conclusion

The project-IRR calculations were provided in aespisheet /4/. The calculations were
verified and found to be correct by DNV. The asstioms used in the calculations were
deemed to be correct by DNV. The project-IRR (p@sf) over 20 years without CDM
revenues is 5.65%, which confirms that the projacthe absence of CDM benefits and
compared to the benchmark of 8% is not financiattyactive /4/. With CER revenues, the
project-IRR (post tax) increases to 9.09%, whichakieve the benchmark of 8% /4/.

Sensitivity analysis

A sensitivity analysis has been conducted for patars contributing more than 20% to the
revenues or cost in order to check the robustnéstheo financial analysis. Reasonable
variations of electricity output, electricity tatiktatic investment and annual O&M cost were
checked by calculating the variation necessarg&ah the benchmark and the likelihood for
that to happen. None of the parameters in thetsatysare considered to have any significant
positive correlation.
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DNV was able to verify that the project-IRR willagh the benchmark only if the parameters
change by values as mentioned below:

Variation of the parameter indicator
Key I ndicators needed to reach benchmark 8%
Total static investment -17.9%
Annual O&M cost -51.0%
Electricity tariff +15.2%
Annual electricity generation +15.2%

Total Static Investment: DNV was able to confirm that a 17.9% decreaseotalt
investment costs is unlikely to happen, as 79%heftbtal investment of the project goes
towards purchase turbines, towers and constructilated services according to FSR /2/.
Prices of wind turbines and raw materials have beereasing for that the turbine
demand exceeded the supply during the project psecheriod /25/. Moreover, according
to the already signed contracts /8/ /15/ /17/ 118/ /21/ /63/ the actual total expense on
equipment and construction is 383.3 million RMB, iethis 8.7% higher than the
estimated value in the FSR (352.73 million RMB). /Zherefore, the comparison
demonstrates that the estimated total static invest in the PDD is conservative and
reasonable. The static total investment is notylike decrease by 17.9%.

Annual Electricity Generation: For a 15.2% increase in annual electricity geiamat
the benchmark will be reached. According to the [EBRpleted by the third party /2/, the
annual electricity generation is estimated basether?27-year wind resource data (from
1982 to 2008) provided by local meteorologicalistatTherefore, it is highly unlikely to
rise the annual operational hours at the projett ® induce a 15.2% increase in
electricity generation during the whole creditirggipd.

Electricity Tariff : To reach the 8% benchmark, power tariff mustease by 15.2%,
which is not likely to happen. Based on the analgditariff in the Table 2 (discussed in
the section ‘Input Parameters’ above), the assuiauéffl of 0.51 RMB/kWh (Incl. VAT)

is in line with the trend of tariff of wind powergjects in Xinjiang Uygur Autonomous
Region since 2007. In addition, if the project agpthe highest tariff of 0.533 RMB/kWh
(Incl. VAT) in Xinjiang Uygur Autonomous Region aft 2002 to the financial analysis
during the whole operation period, the project IR still be lower than the project
benchmark. The IRR benchmark will be arrived at mvitlee tariff is rising to 0.587
RMB/kWh (Incl.VAT). However, such tariff has nevéeen received in the past, as
shown from the Table 3. Therefore, it is unlikedy the tariff to increase by 15.2%.

O&M Costs: According to the project FSR /2/, the O&M costmsist of materials fee,
salary and social welfare, repair cost, insurame dnd other fees. As the price of the
accessory equipments in China has been increasimgént years /25/, it is not likely that
O&M costs will decrease by 51.0% to reach the bamark of 8%.
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The sensitive analysis above shows that very ust&afavorable circumstances would be
needed for the IRR to reach the benchmark.

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

4.6.4 Barrier analysis
Barrier analysis was not applied for the proposegegt.

4.6.5 Common practice analysis

Since the regulatory framework, investment climaecess to technology and access to
finance are similar within Xinjiang Uygur Autonon®uRegion, it is reasonable to select
Xinjiang Uygur Autonomous Region to carry out tlernon practice analysis.

A power industry reform allowing for a more commatized market in China was started in
April 2002 /53/. Since then, the power industry hede several reforms in China. Therefore,
only projects implemented after the reform in 20@te considered for the common practice.

The installed capacity of similar projects shoukl ligher than 15 MW (same as the EB
definition of “large scale” projects) as the sn&dhle projects (lower than 15 MW) are not
comparable to the project activity.

Using information available in th8tatistics of Installed Capacity of Wind Power ihiGa
142/, all wind power projects located in the samgion as the project activity and having a
similar installed capacity range were selectedtier purpose of the common practice. CDM
projects have been excluded from the analysis astipe guidance ofTool for the
demonstration and assessment of addition#3ify.

According to the definitions described above, thexeno similar project without being
implemented considering the benefits of the CDMXinjiang Uygur Autonomous Region.
Thus, it can be concluded that the proposed pr@etrvity is not a common practice in the
region.

In conclusion, it is sufficiently demonstarted tla¢ project is not a likely baseline scenario,
and that emission reductions resulting from thggatcare additional.

4.7 Monitoring

The project applies the approved monitoring methmgio ACMO0002 version 12.1 /29/,
“Consolidated baseline methodology for grid-conngctelectricity generation from
renewable sourcéd29/. The selected monitoring methodology is &gille for the project
activity as it involves grid-connected renewabl&pogeneration using wind energy. Refer to
the discussion on the applicability of the methodgl ACM0002 (version 12.1) /29/ at
section 4.3 above.

Monitoring of sustainable development indicatorsié$ required by the Chinese DNA and it
has been verified by DNV against tMeasures for Operation and Management of CDM
Projects in Chinaissued by China DNRC /66/. The environmental intpare considered
minor and will be monitored by the local environrtemauthority during the project lifetime.
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The project monitoring plan is in compliance wittetmonitoring methodology ACM0002
(version 12.1). The monitoring plan will give oppority for real measurements of achieved
emission reductions.

It is DNV’s opinion, that the project participarase able to implement the monitoring plan.

4.7.1 Parameters determined ex-ante

The combined margin emission factor is determimadante based on the most recent
information available; the detailed calculationstioé combined margin emission factor are
described in the following section 4.8. The pararseare listed in below table:

Data and Parameters Unit Ex-ante Source of data used
Determined Value

Operating  margin  of tCO,/MWh 1.0246 China Electric Power
NWPG (OM) ' Yearbook 2004-2008
Build margin of NWPG tCO,/MWh 0.6433 138
(BM) ' China Energy

. Statistical Yearbook
Emission factor of NWPG tCAMWh 0.9292 2006-2008 /39/

4.7.2 Parameters monitored ex-post

The parameter monitorezk-postis the quantity of net electricity generation sigup by the
proposed project activity to the grid in the year(i.e. EGaciiyy, y). The net electricity
generation supplied by the proposed project agtiatthe grid will be measured by a main
meter installed at grid substation. The back-upematll be installed at grid substation in
case the main meter fails to work. The main andigaeneters measuring both exports to the
grid and imports from the grid; net electricity plipd to the grid (EGciwty. y) IS €xports
subtract imports. The on-grid electricity will beomtored continuously and recorded on a
monthly basis. The meters are bi-directional aredrthccuracy is not lower than 0.5S. This
data will be verified against the sales receiptfrihe grid. All data collected as part of the
monitoring are archived electronically and kepteatst for 2 years after the end of the last
crediting period. All meters will be calibrated ena year by a qualified third party according
to the relevant industrial standard.

If the additional capacity (either the expansiorhi$ project activity or addition of one more
wind farm) is added to the grid at the same pasnth@ proposed project activity, and shares
the same transmission facilities as the proposefeqtr the following parameters will be
monitored in order to calculate the net electriggneration supplied by the proposed project
activity to the grid in the year (EGacity, y)-

* EG_total,y: Quantity of total net electricity supplied to tlyeid by the proposed
project activity and the additional capacity. Itilvide continuously monitored by the
bidirectional main meter installed at the grid g¢aben. The bidirectional back-up
meter will be installed at grid substation in caélse main meter fails to work. The
main and backup meters measuring both the eldgtagports to the grid and imports
from the grid; total net electricity supplied teetlrid EG_total,y is exports subtract
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imports. The on-grid electricity will be monitorembntinuously and recorded on a
monthly basis. The meters are bi-directional amd thccuracy is not lower than 0.5S.
This data will be verified against the sales rec&ipm the grid. All meters will be
calibrated once a year by a qualified third partgaading to the relevant industrial
standard.

« E_facility,y: Quantity of electricity generation by the propthgeoject activity in case
of including the additional capacity. It will be minuously monitored by the
bidirectional meter installed at the project siféne electricity generation by the
proposed project activity will be monitored contusly and recorded on the monthly
basis. The meter is bi-directional and its accuiagyot lower than 0.5S. The data will
be verified against the records of sold electricithe meter will be calibrated once a
year by a qualified third party according to thelustrial standardChinese electric
industry regulation DL/T44872/.

« E_additional_capacity,y: Quantity of electricity generation by the addit
capacity. It will be continuously monitored by thalirectional meter installed at the
project site. The electricity generation by the iiddal capacity will be monitored
continuously and recorded on the monthly basis. iet¢er is bi-directional and its
accuracy is not lower than 0.5S. The data will bafied against the records of sold
electricity. The meter will be calibrated once aawdy one qualified third party
according to the industrial staf@hinese electric industry regulation DL/T442/.

If such additional capacity is installed, the shafethe power supply from the proposed
project activity will be accounted as the proportiof generation between the proposed
project activity (i.e. E_facility,y) and the addedpacity (i.e. E_additional_capacity,y).The
net electricity supplied by the proposed projedivéy to the grid in the yeay (EGaciiy, y)

will be calculated using the following formula:

EGaciity, y = EG_total,y * Share_project,y
Where,

EGracilty, y IS the net electricity supplied by the projecivatt to the grid in the yeay;,
EG_total,y is the total net electricity suppliedte grid in the yeay;

Share_project,y is the share of generation of thepgsed project activity in the total
generation by the proposed project activity and additional capacity in the yeat Its
calculating formula is shown below,

Share_project,y = Eacility,y / (E facility,y + E_addition_capacity,y)
DNV confirms that the monitoring arrangements diésct in the monitoring plan are feasible

within the project design, and the mean of impletagon of the monitoring plan is able to
ensure the achievement of emission reductions.

4.7.3 Management system and quality assurance
The project’s monitoring plan includes:

» Responsibility for monitoring lines;
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* Training plan;
« Data and parameters to be monitored,
» Installation of electricity meters;
» Compilation of the monitored data and dealing i errors;
+ Calibration;
» Dealing with potential future additional installedpacity.
e Quality control;
* Reporting;
* Record keep.
Detailed information has been described in the BBELion 7.2 /1/. These will be maintained

and implemented to enable the subsequent verditati emission reductions.

In conclusion, the application of the monitoring thudology is transparent and DNV
considers that the project participants are ablmplement the monitoring plan.

4.8 Algorithms and/or formulae used to determine emissin reductions

The emission reductions (BRby the project activity during the crediting ptiare the
difference between baseline emissions JBRroject emissions (REand emissions due to
leakage (1), as follows:

1) Baseline emissions: baseline emissionsy(BEtCO,) are the product of the baseline
emission factorgFy in tCO/MWh) times the electricity supplied by the projectivity to the
grid (EGy in MWh).

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

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

The baseline emission factor for the project isedainedex-anteas a combined margin,
consisting of combination of the operating margdM) and build margin (BM) according to
“Tool to calculate the emission factor for an elggty system”version 2 /31/ for the 7 years
crediting period, based on the most recent infoionadvailable at the start of validation i.e. 4
November 2010. It has been calculated as the waigiverage (8w = 0.75: wy = 0.25) of
the operating margin and the build margin emis&ators.

The data used in the emission factor calculatiomisiccordance with data in the China
Electric Power Yearbook 2008 /28/ and China EneBggtistical Yearbook 2008 /29/ and
IPCC 2006 default values for emission factors ahddnd of fuel /37/.

Operating Margin: Simple OM was chosen and this is justified sitieelow cost /must run
resources constitute less than 50% of total gridegdion the method (19.34% in 2003,
22.18% in 2004, 23.62% in 2005, 24.71% in 2006 28:d5% in 2007) /38/.

Aggregated generation (sourced from China Ele&awer Yearbooks 2006 - 2008 /38/) and
fuel consumption data (sourced from China EnergyiSical Yearbooks 2006 - 20089/)
are used due to the fact that more disaggregatedfalapower plants are not available in the
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NWPG. Country specific data for net calorific valoleeach type of fossil fuel obtained from

the China Energy Statistical Yearbook from 200@@08 /39/, the IPCC 2006 default values
137/ for the emission factors of each type of floigdl, and the total electricity delivered to

the NWPG obtained from the China Electric Power rigeak from 2004 to 2008 /38/, are

deemed reasonable.

The OM is calculated to be 1.0246 t&€KdWh. The sources and calculation have been
verified by DNV.

Build margin: Build margin was determinedx-ante Because plant specific fuel
consumption and electricity generation data arepoblicly available in China, the guidance
requested by DNV from the CDM Executive Board fordaviation of the baseline

methodology of AM00O5 has been applied for caléoitedf the build margin (BM) emission

factor of this project /38/:

- Use of capacity additions from the years 2005 10728 chosen and reaches 25.54%
of the 2007 installed capacity /38/;

- Use of weights to estimate the installed capacityplace of annual electricity
generation. Thermal power plant accounts for 78.0f%he total installed capacity
additions in this period /39/. Since specific ditaeach technology is not available,
the fraction of fuels (coal 98.14%, natural gas7%7and oil 0.08% /39/) was
estimated from the CQOntensity for the fuels used in the NWPG,;

- Use of the efficiency of electricity transmissiohtbe best technology commercially
available in the |provincial/regional or nationaldgof China, as a conservative proxy,
for each fuel type in estimating the fuel consummtiThe efficiency is 38.10% for
coal power plants and 49.99% for oil or gas powants /40/.

The BM is calculated as 0.6433 teg&fIMWh, which has been verified from the EF caldolat
spreadsheet /5/.

The resulting combined margin emission factor 0208%0,e/MWh /5/ is fixedex-antefor

the first crediting period. The annual electriaiglivered to the NWPG is expected to be 125
532 MWh /1/. Hence, the total emission reductionsnfthe project are estimated to be on the
average 116 644 tG® per year /5/ over the selected 7 year renewabtiting period /1/.

Based on the calculations and results presentdoeirsections above the implementation of
the project activity will result in an averagex-ante estimation of emission reduction
conservatively calculated to be 116 644 t€Qer year for the selected crediting period /5/.

All assumptions and data used by the project ppaints are listed in the PDD and/or
supporting documents, including their referencas sources. All documentation used by the
project participants as the basis for assumptiombs source of data is correctly quoted and
interpreted in the PDD. All values used in the P&@ considered reasonable in the context
of the proposed CDM project activity. The baselnethodology has been applied correctly
to calculate project emissions, baseline emissitemkage and emission reductions. All
estimates of the baseline, project and leakages@mis can be replicated using the data and
parameter values provided in the PDD.

In summary, the GHG calculations are complete aaadsparent, and the data accuracy has
been verified.
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4.9 Environmental impacts

An Environmental Impact Assessment (EIA) has beemdocted according to the
Environmental Protection Law of the People’s ReubF China/51/ and theLaw of the
People's Republic of China on Evaluation of Envinemtal Effects/52/. The potential
environmental impacts of noise, waste water, allupon and grass have been sufficiently
identified. No significant environmental impact® axpected from the project activity. The
Environmental Protection Bureau of Xinjiang UyguatAnomous Region approved the EIA
on 2 June 2008 /3/

4.10 Comments by local stakeholders
The local stakeholder consultation process has beeducted through a questionnaire survey.

In May 2010, CECIC Wind Power (Xinjiang) Co., Luistributed 49 questionnaires to local
stakeholders, consisting of local villagers andidexsts /9/ and 49 questionnaires were
returned giving a 100% response rate /9/. Sinceptbgect is located in an area with a low
population density, the 49 guestionnaires have sinbeen distributed to all the nearby
residents.

DNV has checked all the questionnaires receivece $tarvey shows that 100% of the
investigated stakeholders expressed supportiveu@dds to construction of the project and
100% of them agreed with the development of théeptand thus no negative comment on
this project has been received.

DNV considers the local stakeholder consultatiomied out adequately.

4.11 Comments by Parties, stakeholders and NGOs

The PDD, version 1.1 dated 26 October 2010 /1/ made publicly available on the CDM
website and Parties, stakeholders and NGOs wemghrthe CDM website invited to
provide comments during a 30 days period from 4dvaver 2010 to 3 December 2010 /65/.
No comments were received.

- 00o -
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Table 1 Mandatory requirements for Clean DevelopmenMechanism (CDM) project activities
Requirement Reference Conclusion

About Parties

1. The project shall assist Parties included in Aniniexachieving compliance with | Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under A.

2. The project shall assist non-Annex | Parties inticoating to the ultimate Kyoto Protocol Art.12.2. OK
objective of the UNFCCC.

3. The project shall have the written approval of wéury participation from the Kyoto Protocol OK
designated national authority of each Party invblve Art. 12.5a,

CDM Modalities and Procedures 840a

4. The project shall assist non-Annex | Parties ineghg sustainable developmentKyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures 8§840a

5. In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resultDM Modalities and Procedures
in a diversion of official development assistannd & separate from and is not | Appendix B, § 2
counted towards the financial obligations of theadies.

6. Parties participating in the CDM shall designatetional authority for the CDM.,| CDM Modalities aRdocedures §29 OK

7. The host Party and the participating Annex | Pahgll be a Party to the Kyoto | CDM Modalities §30/31a OK
Protocol.

8. The participating Annex | Party’s assigned amotallshave been calculated andCDM Modalities and Procedures §31b OK
recorded.

9. The participating Annex | Party shall have in placeational system for CDM Modalities and Procedures 831b OK
estimating GHG emissions and a national registacitordance with Kyoto
Protocol Article 5 and 7.

About additionality

10. Reduction in GHG emissions shall be additionalry #aat would occur in the Kyoto Protocol Art. 12.5c, cL2
absence of the project activity, i.e. a CDM progdtivity is additional if CDM Modalities and Procedures 843 cL3
anthropogenic emissions of greenhouse gases bgesoare reduced below thosg
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Requirement Reference Conclusion
that would have occurred in the absence of thestexgid CDM project activity. cL4
OK

About forecast emission reductions and environmentampacts

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

For large-scale projects only

12.Documentation on the analysis of the environmeniphcts of the project CDM Modalities and Procedures 837c OK
activity, including transboundary impacts, shallsodmitted, and, if those impacts
are considered significant by the project partiotpar the Host Party, an
environmental impact assessment in accordancepnattedures as required by the
Host Party shall be carried out.

About stakeholder involvement

13.Comments by local stakeholders shall be invitezjramary of these provided and€CDM Modalities and Procedures 837b OK
how due account was taken of any comments received.

14. Parties, stakeholders and UNFCCC accredited NG@lstsve been invited to | CDM Modalities and Procedures 840 OK
comment on the validation requirements for minin@®days, and the project
design document and comments have been made publailable.

Other

15. The baseline and monitoring methodology shall lexipusly approved by the | CDM Modalities and Procedures 837e OK
CDM Executive Board.

16. A baseline shall be established on a project-sipdudfsis, in a transparent manneCDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and
circumstances.

17.The baseline methodology shall exclude to earn CBRdecreases in activity | CDM Modalities and Procedures 847 OK
levels outside the project activity or due to foncajeure.

18. Provisions for monitoring, verification and repadishall be in accordance with | CDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accordsralevant decisions of the
COP/MOP.

CDM Validation Protocol — Report No. 2010-9429, r@¥. A-2




DET NORSKE VERITAS

Table 2 Requirements checklist

Checklist Question Ref MoV Assessment by DNV

A General description of project activity
A.1 Title of the project activity (VVM para 55-57)

A.1.1 Does section A.1 of the PDD include a clearly idetile 11/ DR [X Clearly identifiable title of the project activity OK
project title, version number of the PDD and ddtthe X] Version number of the PDD is included
PDD? X] Date of the PDD is included.

A.1.2 Isthe PDD is in accordance with the applicableiirgnents. /1/ = DR | [X Yes OK
for completing PDDs? If no, list where the PDD is not in accordance:

A.2  Description of the project activity (VVM para 58-64
and VVM para 135 and 136 (a) & (c) for small-scal@roject
activities, as applicable)

A.2.1 How was the design of the project assessed? 11/ DR | What type is the project? OK
12/ CC [ Project in existing facility or utilizing existing
/3/ equipment(s)
/6/ [] Project is either a large scale project or
a small scale project with emission
Il reductions exceeding 15 000 tg&per
/8/ year. In this case, a site visit must be
126/ performed.
127/ [] Project is a bundled small scale project,

with each project in the bundle with
emission reductions not exceeding 15,000
tCOse per year. In such case the number of
physical site visits may be based on
sampling, if the sampling size is
appropriately justified through statistical

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Assessment by DNV

analysis.

[ ] The project is an individual small scale
project activity with emission reductions
not exceeding 15 000 tG®per year. In

this case, DOE may not conduct a physical
site visit as appropriate.

[X] Greenfield project

How was the design of the project assessed?
] Physical site inspection

Xl Reviewing available designs and feasibility
studies

If a physical site inspection is not undertaken,
justify why no site visit was undertaken:

For the proposed project, DNV has been
undergoing the validation by reviewing the
available documents and feasibility studies and
has conducted the comparison analysis. During
the desk review from 4 November 2010 to 30
November 2010, the project relevant documents,
including the PDD, EIA, Approval of EIA, FSR,
approval of FSR, IRR calculation spreadsheet, EF
calculation spreadsheet, wind turbines purchasing
agreement, construction permission of turbine

foundations and generator foundations, LoA from

the Chinese DNA and stakeholder questionnaires
etc. were provided and reviewed. Based on these
documents provided, DNV is able to check the

project design, implementation, monitoring plan

and all baseline scenario information.

The presented documents demonstrate that the

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question  Ref MoV Assessment by DNV DIl el
. Concl.  Concl.

project is currently at the beginning. Moreover, it

has been confirmed by DNV no resettlement of
people was involved due to the project activity
according to the FSR and EIA. Therefore, DNV
justified the physical site visit for the projecas
not necessary and arranged the follow-up
interview at the DNV Beijing office.

A.2.2 If a greenfield project, describe the physical iempéntation | /1/ DR | The construction permission of turbines OK
of the project when the validation was commenced. /16/ CC foundation and generators foundation was
163/ approved by Xinjiang Kunlun Engineering

Supervision Co., Ltd. on 30 November 2010.

The construction contract dbwer basements
onsite substation and roadsas signed by th
project owner with Zhengzhou City Zhengyan
Construction Co., Ltd. on 13 September 2010.

The validation was commenced in November
2010 when the project physical implementation
was at the beginning stage.

s

A.2.3 If physical site visits were performed based onarg 11/ DR | It is not applicable for the proposed project OK
(only applicable for bundled small scale projeets;h with activity since it is not a bundled small scale
emission reductions not exceeding 15 000 Qer year), projects.
justify the sampling through a statistical analysis
A.2.4 s the description of the proposed CDM projectistias v DR | The description of the proposed project design OK
contained in the PDD sufficiently covers all releva /8/ cc has been addressed in the PDD.
elements, is accurate and that it provides theereaih a The proposed project activity will involve the
clear understanding of the nature of the propodei C installation and operation of 33 sets of turbines
project activity? and associated generators each with 1.5 MW,

having the total installed capacity of 49.5 MW.
As shown in the PDD, the model numbers of the
turbines (GW77/1500kW) are the same as the

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft  Final
. Concl. | Concl.

Checklist Question Ref MoV Assessment by DNV

description in the equipments purchase
agreement.
A.2.5 Does the project activity involve alteration of &g /1/ DR The proposed project activity is a Greenfield OK
installations? If so, have the differences betwaenproject project, does not involve the alteration of exigtin
and post-project activity been clearly describethePDD? installations.
A.2.6  Does the project design engineering reflect curgeod 11/ DR ' The turbines and generators (rated capacity: 1.5 OK
practices? 18/ MW) are domestically manufactured by Xinjiang

Goldwind Science & Technology Co., Ltd.. By
the sectoral experience, the manufacturer
Xinjiang Goldwind Science & Technology Co.,
Ltd. is one of top suppliers of wind power
equipments and its wind technology is advanced.

A.2.7  Would the technology result in a significantly leett 11/ DR | Yes. The turbines and generators for the proposed OK
performance than any commonly used technologi#sein /8/ CC project are domestically manufactured by
host country? Is any transfer of technology from Annex- Xinjiang Goldwind Science & Technology Co.,
| Party involved? Ltd. using advanced domestic wind power

technology, which is mature in the wind
technology sector. The proposed project activity
did not involve any transfer of technology from
any Annex-| Party.

According toequipments purchase agreemerd

transfer of technology from the Annex-l Party
was identified.

A.3 Participation requirements (VVM para 51-54, 125-
127)

A.3.1 Do all participating Parties fulfil the participati /1/ DR OK
requirements as follows:

China (host) United Kingdom  Country Y
of Great Britain
and Northern
Ireland

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

" Ref MoV

Assessment by DNV

- Draft
~ Concl. Concl.

Final

a) Party has ratified the Kyoto Protocdi] Yes[ | No X Yes[ ]| No [ ]Yes[ ]No
b) Party has designated a Designated National Aitghol<] Yes[ | No X Yes[ ] No [ ]Yes[ ] No
c) The assigned amount has been determietYes[<] No X Yes[ ] No [ ]Yes[ ]No
A.3.2 Do the letters of approval meet the following reqmients?  /26/ DR The LoA from the DNA of China has been OK
/27/ CC  obtained.
- The LoA from the DNA of United Kingdom of
- Great Britain and Northern Ireland has been
. obtained.
China (host) County X Country Y OK
a) LoA confirms that Party has ratified the Kyotw®col [X] Yes[ | No X Yes[ ] No [ ]Yes[ ] No
b) LoA confirms that participation is voluntary<] Yes[ ] No X Yes[ ]| No [ ]Yes[ ]No
c) The LoA confirms that the project contributeshie <] Yes[ | No NA NA
sustainable development of the host country?
d) The LoA refers to the precise project activithetin the  [X] Yes[ | No X Yes[ ] No [ ]Yes[ ] No
PDD
e) The LoA is unconditional with respect to (a)dd above [X] Yes[ | No X Yes[ | No [ ]Yes[ ]No
f) The LoA is issued by the respective Party’'s DNJX] Yes[ | No X Yes[ | No [ ]Yes[ ] No
g) The LoA was received directly by the DNA or e[| DNA [X] PP [ ] DNA [X] PP [ ]DNA[] PP
h) In case of doubt regarding the authenticityhefletter of By checking the DNV can verify the
approval, describe how it was verified that théeledf | link from NDRC of authenticity of LoA
approval is authenticChina, DNV can from United
verify the Kingdom of Great
authenticity of LoA Britain and
from Chinese Northern Ireland by
DNA. checking the email
http://cdm.ccchina. from the DNA of
govcn/web/Newsin United Kingdom of
fo.asp?Newsld=480 Great Britain and
6 Northern Ireland.
A.3.3 Have all private/public project participants beetharized 126/ DR The LoA from the DNA of China has been OK
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

by an involved Party? | 127/ obtained.

The LoA from the DNA of Annex | party ha
been obtained.

n

A.4  Technical description of the project activity (VVM

para 58-64)
A.4.1 s the project’s location clearly defined? 11/ DR | The project is located in the Tuoli Town, Urumaqi OK
12/ cc County, Xinjiang Uygur Autonomous Region,
China.

The geographical coordinates of the central point
of the proposed project are East longitude
87.7333and North latitud€t3.4833
The information of the project’s location shown
in the FSR and PDD is verified to be consistent.

A.5 Public funding of the project activity

A.5.1 In case public funding from Parties included in Arnis v DR | The project participants are requested to clarifgb1 OK
used for the project activity, have these Partiesided an 12/ cc | whether the public funding from Parties included
affirmation that such funding does not result ivaersion of in Annex | is used for the project activity.
official development assistance and is separate &mod is
not counted towards the financial obligations @fsth
Parties?

B Application of a baseline and monitoring methodoloyg
B.1 Methodology applied (VVM para 65-76 and VVM
para 136 (b) for small-scale project activities, aapplicable)
B.1.1  Does the project apply an approved methodologytlaad 11/ DR | Yes, the project applies correctly the approved OK
correct and valid version thereof? 129/ methodology ACM0002 Consolidated baseline
methodology for grid-connected electricity

generations from renewable sourtesgersion
12.1.

B.1.2 If applicable, has any specific guidance providgdHe v DR | Yes. The Tool for the demonstration and OK

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9429, r@¥. A-8




DET NORSKE VERITAS

Checklist Question

Assessment by DNV

. Draft

7130/

cC |

Concl

CDM EB in respect to the applied methodology been assessment of additionalifyersion 5.2) has been
considered? /31/ used for the IRR calculation of the proposed
project activity.
The approvedTool to calculate the emission
factor for an electricity systerfversion 2.0) is
also employed for the calculation of grid
emission factor.

B.1.3 If the project applies a small-scale methodologegithe 11/ DR | It is not applicable to the proposed project OK
project also comply with the general guidelineS&C CDM activity since it is not a small scale project
methodologies, which provides guidelines on equigme activity.
capacity, equipment performance/lifetime, baseline
identification for type-Il/lll Greenfield projectcéivities,
sampling and other monitoring-related issues?

B.2  Applicability of methodology (and tools) (VVM para

65-76)
Insert a row for each applicability criteria of thagplied
methodology (and tools)

B.2.1 How was it validated that project complies with the/l/ DR | This project is the installation of a grid-connetie OK
following applicability criteria: 12/ CccC | and Greenfield renewable power plant generating
The project activity is the installation, capacigdition, /o | energy from wind source. It can be clarified by
retrofit or replacement of a power plant/unit ofecof the the project owner during the follow-up interview
following types: hydro power plant/unit (either it run- 773/ and cross-checked with the FSR and the EIA
of-river reservoir or an accumulation reservoirjpavpower, /74/ approval.
plant/unit, geothermal power plant/unit, solar powe
plant/unit, wave power plant/unit or tidal poweamt/unit.

B.2.2 How was it validated that project complies with the 11/ DR | This project generates the electricity using ithe OK
following applicability criteria: 12/ wind energy and does not involve on-site fuel
Project activities that not involve switching frdossil fuels switch from fossil fuels to a renewable source. It
to renewable energy sources at the site of theegiroj can be cross-checked with the approved FSR.
activity, since in this case the baseline may Ileecttintinued

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft  Final
. Concl. | Concl.

Checklist Question Ref MoV Assessment by DNV

use of fossil fuels at the site.

B.2.3 Howwas it va_Iidat'e_d tha}t prqject complies with the 11/ DR The project is connected to the NWRGWhich OK

following applicability criteria: _ 121 geographical and system boundaries are clearly
Have the geographical and system boundareeslearly 140/ identified and information on the characteristics
identified? of this grid is available.

B.2.4 s the selected baseline on of the baseline(syitbescin the | /1/ DR | Yes. The selected baseline of the project iedas OK
methodology and this hence confirms the applicgtaf the | /g on the baseline described in ACM0002, Version
methodology? 12.1. Therefore, it is deemed that the approved

methodology ACMO0002 Version 12.1 s
applicable to the project activity.

B.3  Project boundary (VVM para 78-80)

B.3.1  What are the project’s system boundaries (compsrerd 11/ DR | The project’s system boundaries are defined and OK
facilities used to mitigate GHGs)? Are they cleatgfined 129/ verified to be in accordance with the
and in accordance with the methodology? methodology ACMO0002 Version 12.1. The

spatial extent of the project boundary includesthe
proposed project and all power plants connected
physically to the NWPG that the proposed project
is connected to.

B.3.2  Which GHG sources are identified for the projecte®the = /1/ DR | The GHG sources for the project are identified t OK
identified boundary cover all possible sourcesdhko the = jog be CQ. The identified boundary is defined to be
project activity? Give reference to documents ater&d to 140/ the project and all the power plants connected to
arrive at this conclusion. the NWPG. The identified boundary cover all

possible sources linked to the project activity,
which can be verified with the grid boundaries
published by NDRC in 2009.

B.3.3  Does the project involve other emissions sourcés no 11/ DR | As a Greenfield wind power project, the proposed OK
foreseen by the methodologies that may question the 129/ project does not involve other emissions source
applicability of the methodology? Do these sources as per the methodology ACMO0002 version 12.1.
contribute with more than 1% of the estimated eimiss No other project emission or |eakage sources

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft
: : : - Concl
reductions of the project? contributing more than 1% and not mentioned by

the methodology have been found.

Checklist Question Assessment by DNV

B.4 Baseline scenario determination (VVM para 81-88,
105-107)

Ensure that the evaluation of all alternatives pded in
the PDD and required by the methodology and also
possible alternatives/offshoots of alternatives are
discussed. Check that all alternatives requiretie¢o
considered by the methodology are included initied f
PDD. If baseline alternatives required to be coeseatl
by the methodology are considered not applicabégge
assess the justification for this.

B.4.1 Which baseline scenarios have been identified?ddist of 11/ DR | According to the ACM0002 Version 12.1, the OK

baseline scenarios complete? 129/ baseline scenario can be defined as:

Electricity delivered to the grid by the project

activity would have otherwise been generated by

the operation of grid-connected power plants and

by the addition of new generation sources.

B.4.2 How have the other baseline scenarios been eligdriat 11/ DR | Because the project activity is the installatidra OK

order to determine the baseline? 129/ new grid-connected renewable power plant/unit,
the baseline scenario has been directly defined in
the PDD. It is in line with the methodology
ACMO0002 version 12.1.
B.4.3  What is the baseline scenario? /1/ DR | Provision of equivalent amount of annual power OK
output by theNWPG where the proposed project
is connected into, which is the continued
operation of the existing power plants and the
addition of new generation sources.
B.4.4 Is the determination of the baseline scenario ao@ance v DR | Yes. The determination of the baseline scenario OK

with the guidance in the methodology? in accordance with the methodology ACM0002

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Assessment by DNV

| 129/ | | version 12.1.

B.4.5 Has the baseline scenario been determined using 11/ DR | Yes. The determination of the baseline scenario OK
conservative assumptions where possible? 129/ in accordance with the methodology ACM0002,
Version 12.1.
B.4.6 Does the baseline scenario sufficiently take immoant v DR | Yes. The baseline scenario has sufficiently iake OK
relevant national and/or sectoral policies, macoremic into account all relevant national and/or sectoral
trends and political aspirations? policies, macro-economic trends and political
aspirations
B.4.7 Is the baseline scenario determination compatilitle the 11/ DR | The baseline scenario determination has been OK
available data and are all literature and sourlezsly 129/ directly determined in accordance with the
referenced? methodology ACM0002, Version 12.1.
B.4.8 Is the baseline determination adequately documenttge 11/ DR | The baseline scenario determination has been OK
PDD? 129/ directly determined in accordance with the
e All assumptions and data used by the project ppaitts methodology ACMO0002, Version 12.1.
are listed in the PDD and related document to be
submitted for registration. The data are properly
referenced.
e All documentation is relevant as well as correqipted
and interpreted.
e Assumptions and data can be deemed reasonable
¢ Relevant national and/or sectoral policies and
circumstances are considered and listed in the PDD.
¢ The methodology has been correctly applied to iflent
what would occurred in the absence of the proposed
CDM project activity
B.5  Additionality determination (VVM para 94-121 and
VVM para 137 for small-scale project activities, as
applicable)
B.5.1 What approach/tool does the project use to assess 11/ DR | TheTool for demonstration and assessment of OK
additionality? Is this in line with the methodoldgy case of jog, additionality version 5.2 was used to assess

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9429, r@¥. A-12




DET NORSKE VERITAS

Checklist Question

Assessment by DNV - Draft

~Ref MoV

Concl

small-scale CDM project activities, is AttachmentoA /30/ additionality of the project which is in line with
Appendix B of the simplified modalities and proceshifor the methodology ACM0002 Version 12.1.
small-scale CDM project activities applied considgralso The proposed project activity is not a small scale
the “Non-binding best practice examples to demauetr project activity.
additionality for SSC project activities”.
B.5.2 Have the regulatory requirements correctly beeartaikto 11/ DR | During the determination of the project’s baseli OK
account to evaluate the project activity and tierahtives? scenario and the following investment analysis,
the regulatory requirements have correctly been
taken into account to evaluate the project activity
and the alternatives.
B.5.3 Is sufficient evidence provided to support thevefee of 11/ DR In the following detailed additionality OK
the arguments made? determination, sufficient evidences have been
provided to support the relevance of the
arguments made.
B.5.4  What is the project additionality mainly based on 11/ DR | The additionality of the project is based on OK
(Investment analysis or barrier analysis)? 130/ investment analysis.
Prior consideration of CDM (VVM para 98-103)
B.5.5 What is the evidence for serious consideration®Mprior = /1/ DR | The decision to proceed with the project activity OK
to the time of decision to proceed with the progetdivity? 2/ cc was made on 1 September 2010 v_vhen the _wind
16/ | turbine purchase agreement was signed. Prior to
the time of decision to proceed with the project
17/ activity, the serious consideration of CDM can be
/8/ evidenced through the following issue:
/10/ * The FSR was completed in March 2010,
111/ where the CDM was _seriogsly conside_red as
the key solver to the financial unfeasibility.
1731 * The FSR was approved by the NDRC on: 31
May 2010.
e Board meeting was held to decide the
development of CDM project on 2 June 2010.
* ERPA was signed between Carbon Resource
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft = Final
. Concl.  Concl.
Management S.A. and CECIC Wind Power
(Xinjiang) Co., Ltd. on 22 June 2010.
* Notification of the project commissioning
date and its intension to seek CDM support to
Chinese DNA on 2 August 2010. And it has
been confirmed on 9 August 2010.
* Notification of the intension to seek CDM
support was issued to the UNFCCC on 2
August 2010. And it has been confirmed by
the EB on 22 July 2010.

Checklist Question Assessment by DNV

B.5.6 If the starting date is after 2 August 2008 andiethe 11/ DR | The DNA and UNFCCC have confirmed that the OK
global stakeholder consultation, has the DNA and®GRC = 19/ = CC | project participants have informed in writing of
confirmed that the project participants have infedim 111/ the project’s intention to seek CDM status.

writing of the project’s intention to seek CDM sts?

Continuous efforts to secure CDM statugonly to be
completed if starting date is before 2 August 2008)
B.5.7  What initiatives where taken by the project papiéeits from . /1/ DR It is not applicable to the proposed project OK
the starting date of the project activity to thersof activity as its starting date is after 2 August 00
validation in parallel with the physical implemetiba of the

project activity?

B.5.8  When did the construction of the project activitgre? 11/ DR | It is not applicable to the proposed project OK
activity as its starting date is after 2 August 200

B.5.9 When was the project commissioned? 11/ DR It is not applicable to the proposed project OK
activity as its starting date is after 2 August 00

B.5.10 Does the timeline of the project confirm that contus /1/ DR It is not applicable to the proposed project OK
actions in parallel with the implementation wereeta to activity as its starting date is after 2 August 200

secure CDM status?

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft  Final
. Concl. | Concl.

Checklist Question Assessment by DNV

Investment analysis (VVM para 108-114)

The list of questions below must be adjusted to the
parameters in the investment analysis relevané¢o t
project under validation.

B.5.11 Does the project activity or any of the remainifigraatives - /1/ DR | Yes. The proposed project activity will generate OK
generate revenues apart from CDM? Is this refleictele economic profit through the electricity sales apart
PDD? from CDM related income which is reflected iin
the PDD.
B.5.12 Do any of the alternatives to the project actiuityolve 11/ DR | The alternative for the baseline scenario of ithe OK
investment? Is this reflected in the PDD? project is not a new investment project, which has
been reflected in the PDD.
B.5.13 s the choice of benchmark analysis, investmentpaosison | /1/ DR | As is stated in sections B.5.11 and B.5.12, the OK
or simple cost analysis correct? 130/ proposed project will generate economic benefit

other than CDM related income. The alternative
for baseline scenario of the project is not a new
investment project. Therefore, the selection of
benchmark is deemed to be correct and consistent
with the Tool for demonstration and assessment
of additionality
B.5.14 Is the benchmark/discount rate the latest availabtbe time: /1/ DR  According to thelnterim Rules on Economic OK
of decision? /4a1/ CccC Assessment of Electrical Engineering Retrofit
Projects in China an IRR of 8% (post tax) of a
project is regarded as a benchmark for investing
in large scale hydropower plants, fossil fuel fired
plants as well as wind farm projects. The
benchmark of 8% (post tax) is thus deemed to be
appropriate for this project. DNV was able ito
confirm this is suitable and reasonable:as
following:
1. This benchmark was determined by the
national administration of this industry in China;
2. This benchmark is for project-IRR and post

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

tax and the investment analysis for this project
will be post tax;
3. ThisInterim Rules on Economic Assessmerit of
Electrical Engineering Retrofit Projectefers to
the risk premiums of the wind power projects.

B.5.15 What is the financial indicator? Is it on equityjact basis? . /1/ DR | The project IRR is the financial indicator. $ton OK
Before/after tax? Is the financial indicator inr@apondence project basis. And it is post tax and in
with the benchmark? correspondence with the benchmark.

B.5.16 Are the underlying assumptions appropriate, e.gtvg 11/ DR | Not applicable. OK
considered as waste in the baseline is considerkave zerc
value?

B.5.17 Does the income tax calculation take depreciatio i /1/ | DR The income tax calculation takes depreciation OK
account? Is the depreciation year in accordandenatmal = 47/  CC into account. The depreciation period lasts 14
accounting practice in the host country? years with the fixed residual rate of 3%.

=

According to theLaw of People’'s Republic ¢
China on Enterprise Income Ta&n enterprise
shall begin computing depreciation for a fixed

asset in the month following the month in which

the asset is into service, and shall cease
computing depreciation for a fixed asset in the
month following in which the asset’'s use is

ceased. The minimum number of years for
computing depreciation of fixed assets is 10 years
for the manufacturing and business operations.
Therefore, the depreciation period of 20 years for
the proposed project is in line with thaw of
People’s Republic of China on Enterprise Income
Tax

Furthermore, the depreciation period of the
proposed project have been cross checked with
other similar projects. It was found to be within

the range of other wind projects in Xinjiang
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Checklist Question

Assessment by DNV

| Uygur Autonomous Region. The range was 12 to

17 years.

Therefore, the depreciation periods (14 years
the proposed project activity are verified to
reasonable and in accordance with nor
accounting practice in the host country China.

B.5.18 Is the time period of the investment analysis goefating 11/ DR | DNV has reviewed the FSR and IRR calculation OK
time of the project realistic? Has salvage valuentiaken 147/ spreadsheet and was able to confirm the
into account? Is working capital returned in thst fgear of following issues:
operation? « The 20 years of the investment analysis
and operating time of the project is
realistic, which is with normal
accounting practice of similar wind
power projects in China, and can be
substantiated by the FSR.
* The residue value rate of 3% has been
taken into account, which is in line with
normal accounting practice of industryiin
China.
The working capital will be returned in the last
year of operation.
B.5.19 When a feasibility study report or similar approvsdthe 11/ DR The ESR for CECIC Urumgi Tuoli Phase | Wind OK
government is used as the basis for the investaralysis: 12/ CC | Farm Project was developed by Xinjiang Survey
Can it be confirmed that the values used in the RBfully and Design Institute of Water Resources and
consistent with the FSR and is the period of tireveen Hydropower Ministry of Water Resources iin
finalization of the FSR and the investment decision March 2010 and approved by the Development
adequate? and Reform Commission of Xinjiang Uygur
Autonomous Region on 31 May 2010.
DNV compared the input parameters for the
financial analysis included in the PDD with the
parameters stated in the FSR and confirmed that
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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the values applied in the table 5 of PDD are
consistent with the value stated in the FSR.

The FSR was approved on 31 May 2010 and thus
only 3 months prior to the decision to proceed
with the project activity on 1 September 2010
(the date when the turbine purchase agreement
was signed). Given this relative short period of
time between approval of the FSR and the
decision to proceed with the project activity it is
unlikely in the context of the project that the
input values would have materially changed and
that it is thus reasonable to assume that the FSR
has been the basis of the decision to proceed with
the investment in the project.

Checklist Question Assessment by DNV

B.5.20 How was the amount of output (e.g. sales of elgtyji 11/ DR [X] The plant load factor provided to banks and/o€L-2 OK
assessed? Remember to include all the data sawsedsand /o CC  equity financiers while applying the project
list all the projects that have been used for eobecking in activity for project financing, or to the
accordance with VVM paragraph 95. government while applying the project activity

for implementation approval

X] The plant load factor determined by a third
party contracted by the project participants (e.g.
an engineering company)

[ ] Other approach.

Provide details on how the load factor was
validated:

As stated in the FSR for the proposed project, the
annual electricity generation hours for the
proposed project are 2 536.
What type of data has been used to estimate the
electricity generation? For which vintage years is
the data available? The software systems used for
optimization should be described.

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question ~ Ref MoV Assessment by DNV CI:D()rr?(];tl
B.5.21 How was the output price (e.g. electricity price3essed? 11/ DR | [X] Cross-check against third-party or publicly OK
Were the data available and valid at the time ofsilen? 12/ cc available sources (e.qg. invoices or price indices)
Remember to include all the data sources usedistralllthe 18/ X Review of feasibility reports, public
projects that have been used for cross-checking in announcements and annual financial reports
accordance with VVM paragraph 95. 132/ related to the project and the project participants
1541 Provide details on how the output price was
/55/ validated:
156/ The assumed tariff of 0.51 RMB/kKWh (Ingl.
/57/ VAT) in the PDD is from the FSR. Considering
/58/ the FSR was approved by the_D__eveIopment and
159/ Reform  Committee of Xinjiang  Uygur

Autonomous Region on 31 May 2010 only after
160/ it got through the expert evaluation, it is
reasonable to regard the tariff as valid and
applicable at the time of the investment decision
(1 September 2010).

For the proposed project, the expected feed-in
tariff of 0.51 RMB/KWh (Incl. VAT) was the
most recently available tariff at the time of the

investment decision for the proposed project on 1
September 2010.
Due to theNotice of improving tariff regulation
for wind power projects(Fa Gai Jia Ge
[2009]1906) issued by NDRC on 20 July 2009,

four different wind resource regions were

devided based on wind resource status, project
construction conditions and the guiding tariffs.

As per the definition of four wind resource
regions, the proposed project is located: in
Urumagqi city which corresponds to region I. The
stipulated tariff for this region is 0.51 RMB/kWh

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV
| | " (Incl.VAT).

The Notice of improving tariff regulation fo
wind power projectsindicates the tariffs for
different regions in China. All the stipulated
tariffs are in force since 1 August 2009. From
then on, the newly installed wind power projects
should implement the stipulated on-grid tariffs.
Finally, tariff determination system for wind
power projects stabilized due to this regulation.
Therefore, it can be concluded that the tariff in
Xijiang has been maintained at 0.51 RMB/kWh
(Incl. VAT).

Based on the discussion given above, it is
confirmed by DNV that the tariff of 0.51
RMB/kWh (Incl. VAT) for the proposed projec
assumed in FSR is in line with the trend of wind
electricity tariff in the Xinjiang Autonomous
Region.

=

In addition, DNV has also validated whether the
project IRR will exceed the benchmark by
applying the highest tariff occurring in Xinjiang
Autonomous Region.

Based on thdnformation note on the highest
tariffs applied by the executive board in jts
decisions on registration of projects in the
People’s Republic of Chinathe applicable
highest tariff for wind power projects in Xinjiang
Uygur Autonomous Region in accordance with
the Executive Board’s request is 0.533 RMB/KW
(Incl. VAT). With the application of this highest
tariff to proposed project, its IRR would be siill

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

: lower than the benchmark of 8%. Therefore, i

Assessment by DNV

tis
demonstrated the tariff adopted by the propcsed

project is appropriate and reasonable.

B.5.22 How were the investment costs assessed? Weretthe da
available and valid at the time of decision? Remamib
include all the data sources used and list alptiogects that
have been used for cross-checking in accordanteVviMiv
paragraph 95.

11/

DR
CcC

[X] Cross-check against third-party or publicly
available sources (e.g. invoices or price indice
X Review of feasibility reports, public
announcements, contracts and annual financiz
reports related to the project and the project
participants

Provide details on how the investment costs w
validated:

The total investment costs per MW applied in
project financial analysis have been justified
cross-checking with the similar wind pow

projects in Xinjiang Uygur Autonomous Region.

The investment costs used in the finan
analyses were compared with the data repc
for other similar proposed CDM projects in t
region, i.e. other wind power projects in Xinjia
Uygur Autonomous Region. The investme

UJ
~—

1|

ere

the

by
er

cial
rted
he
ng
2nt

costs per kW of the proposed project (9 805

RMB/kW) were found to be in the range of t
other projects. The range of investment costs
kW was 7 680 to 10 310 RMB/KW.

The total investment applied in the financ
analysis of the proposed project activity has b
verified to be reasonable based on comparing
parameters with parameters reported for o
similar projects.

he
per

ial

een
the

ther

OK

B.5.23 How were the O&M costs assessed? Were the datkalbleai
and valid at the time of decision? Remember taudelall

11/

DR
CcC

X1 Cross-check against third-party or publicly

available sources (e.g. invoices or price indice

OK
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Checklist Question

Assessment by DNV

the data sources used and list all the projectdhthnze been |

used for cross-checking in accordance with VVM geaph
95.

| X Review of feasibility reports, public

announcements and annual financial reports
related to the project and the project participan
Provide details on how the O&M costs were
validated:

ts

The O&M costs mainly consist of materials fee,

salary and social welfare, repair cost, insura
fee and miscellaneous fee.

nce

For the proposed project activity, the annual

O&M costs are 17.52 million RMB, which
3.61% of the total investment (485.37 milli
RMB).

The O&M costs for the proposed project we
assessed by cross-checking with the similar v
power projects.

The range of O&M costs compared to to
investment costs was 2.48% to 5.30%. The O
costs compared to the total investment of
proposed project activity (3.61%) were verified
be within the range of other projects. The O&
costs applied in the financial analysis of {
proposed project activity have been checked t
reasonable based on comparing the param
with parameters reported for other simi
projects.

S
on

ore
ind

tal
&M
the
to
M
he

D be
aeters
ar

B.5.24 Describe the assessment of the other input paresng¥ere = /1/ DR  [X] Cross-check against third-party or publicly OK
the data available and valid at the time of denigio /43/ = CC  available sources (e.g. invoices or price indices)
Remember to include all the data sources usedistralllthe 144/ X Review of feasibility reports, public
projects that have been used for cross-checking in announcements and annual financial reports
accordance with VVM paragraph 95. 150/ related to the project and the project participants
151/ Provide details on how other input parameters
were validated:
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Assessment by DNV

. Draft

Checklist Question Ref MoV

(a) Miscellaneous fee

Concl

The miscellaneous fee applied in the prmec%

financial analysis should be justified by cro
checking or other appropriate manner with

similar wind power projects in Xinjiang Uygur

Autonomous Region.

The breakdown of “other fees” needs to
clarified.

(b) VAT rate

SS-
the

be

VAT is a tax that applies to most business
transactions involving the transfer of goods and

services. It is thus applicable to the propo

sed

project activities. When the business is registered

for VAT, it will pay VAT on its purchase o
equipments and charge VAT on its sales.

f

Referring to the PDD and FSR, the VAT rate
applied by the proposed project activity was

17%.

According to the Interim Regulation of the

People’s Republic of China on Value Added Tax

(No.134 [1993]), the VAT occurred on the

sales of electricity was stipulated to be 179
However, on 9 December 2008, the “Notice

0.
of

the Ministry of Finance and the State

Administration of Taxation about policies

regarding the value added tax on comprehensive

utilization of resources and other produc

ts”

(No.156 [2008]) was issued. As stipulated in this

notice (No.156 [2008]), VAT refund half upc
levy shall be applicable for selling the electsic

n
it
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generation from wind power etc. The regulation
entered into force on 1 January 2009 and the
former regulation was repealed simultaneously.

Checklist Question Ref MoV Assessment by DNV

Based on the document introduced above, the
VAT rate adopted by the proposed project is
17%. Half of the VAT incurred by the electricity
sales has been annually recovered from the 6
year to 20th year after the equipment VAT is
fully recovered.

(c) Rate of Enterprise Income Tax

=

According to theLaw of People’'s Republic ¢
China on Enterprise Income Tathe enterprise
income tax shall be levied at the rate of 25%. The
rate of income tax (25%) applied in the financial
analysis of the proposed project is derived from
the FSR, which is in line with théaw of
People’s Republic of China on Enterprise Income
Tax issued by the State Council, State Council
No0.137. The document was still valid at the time
of making investment decision on 1 September
2010.

As for the proposed project, the IRR benchmark
of 8% is post tax and the interest payable has
been verified to be included in the calculation of
the income tax

(d) Period of Depreciation

The proposed project applies a depreciaiion
period of 20 years in accordance with the FSR.
According to theLaw of People’'s Republic ¢
China on Enterprise Income Taan enterprise

=Y
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Checklist Question

Assessment by DNV

“shall begin computing depreciation for a fix

asset in the month following the month in whi
the asset is into service, and shall ce
computing depreciation for a fixed asset in

month following in which the asset’s use
ceased. The minimum number of years

computing depreciation of fixed assets is 10 ye
for the manufacturing and business operati
Therefore, the depreciation period of 14 years
the proposed project is in line with thaw of
People’s Republic of China on Enterprise Inco
Tax.

Furthermore, the depreciation period of
proposed project activity has been cross che
with other similar projects. It was found to
within the range of other wind projects
Sichuan province. The range was 12 to 17 yea

(e) Rate of Residual Rate

The rate of residual value (3%) is driven from
FSR and is recovered at the end of opera
period in the project IRR calculation spreadsh
According to theLaw of People’s Republic ¢
China on Enterprise Income Tathe net residua
value of a fixed asset shall be reasons
determined by an enterprise according to
nature and condition of the fixed asset. It may
be changed once determined. The residual v
of the proposed project has been cross-che
with the other similar projects. The range is fr
0% to 5%. Therefore, the rate of residual va
(5%) applied to the proposed project activities

Cars
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for

me
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5 s

deemed to be acceptable.
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Checklist Question Ref MoV Assessment by DNV

(f) Rate of Education Surtax

The proposed project activity applies an
education Surtax (of the VAT) of 3%. DNV has
verified that the rates applied are in accordance
with the Provisional Regulations of People’s
Republic of China on Education Added Tax Law
issued by State Council, State Council No.448.
The document (State Council No0.448) was
entered into power since 1 October 2005 and
valid at the time of making investment decision
for the project activity.

() Rate of Urban Maintenance and
Construction Tax

The proposed project activity applies a rate of
urban maintenance and construction tax (of
the VAT) of 5%, which is in accordance with
the Provisional Regulations aofhe People’s
Republic of China on Urban Maintenance
and Construction TaxGuofa [1985] No.19
The document ([1985] No0.19) was entered
into force since 1 January 1985 and valid at
the time of making the investment decision
for the project activity.

B.5.25 Was the financial calculation spreadsheet verified found | /1/ DR | Yes, the financial calculation spreadsheet was OK
to be correct? verified and found to be correct.

B.5.26 Sensitivity analysis: Have the key parameters dauting to . /1/ DR | The key parameters contributing to more than OK
more than 20% of the revenue/costs during operating 20% of the revenues/costs have been identified in
implementation been identified? Has possible cafiaah the sensitivity analysis of PDD.
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Checklist Question

Assessment by DNV

. Draft

between the parameters been considered?

~Ref MoV

None of the parameters in the sensitivity anal

are considered to have any significant correlat

Concl
ySis
on.

B.5.27 Sensitivity analysis: Is the range of variationssigsonable | /1/ DR | The likelihood of reducing the total staticGL4 OK
in the project context? investment by 17.9% to reach the benchmark
shall be substantiated.
B.5.28 Have the key parameters been varied to reach tighbeark . /1/ DR | The likelihood of reducing the total staiicCL4 OK
and the likelihood of this to happen been justitiede investment by 17.9% to reach the benchmark
small? shall be substantiated.
Barrier analysis (VVM para 115-118)
B.5.29 Are the barriers identified complimentary to a i v DR | Not Applicable OK
investment analysis? Does the barrier have a olgzact on
the financial returns so that it can be assessad in
investment analysis? Each barrier is discussedaiepa
B.5.30 How were the investment barrieassessed to be real? Are: /1/ DR | Not Applicable OK
the investment barriers substantiated by a sondepienden
of the project participants?
B.5.31 How does CDM alleviate the investment barriers? 11/ DR | Not Applicable OK
B.5.32 Is the project activity prevented by the investnigantiers /1/ . DR | Not Applicable OK
and at least one of the possible alternativesd@tbject
activity is feasible under the same circumstances?
B.5.33 How were the technological barrieassessed to be real? Are /1/ DR | Not Applicable OK
the technological barriers substantiated by a sourc
independent of the project participants?
B.5.34 How does CDM alleviate the technological barriers? 11/ DR | Not Applicable OK
B.5.35 Is the project activity prevented by the technatagbarriers. /1/ | DR | Not Applicable OK
and at least one of the possible alternativesdgtbject
activity is feasible under the same circumstances?
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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B.5.36 How were the barriers due to prevailing practiseessed to. /1/ DR | Not Applicable OK
be real? Are the barriers due to prevailing practis
substantiated by a source independent of the frojec
participants?

Checklist Question Assessment by DNV

B.5.37 How does CDM alleviate the barriers due to prengili v DR | Not Applicable OK
practise?
B.5.38 Is the project activity prevented by the barrieus tb v DR | Not Applicable OK

prevailing practise and at least one of the possibl
alternatives to the project activity is feasiblelenthe same
circumstances?

B.5.39 How were the other barrieessessed to be real? Are the = /1/ DR | Not Applicable OK
other barriers substantiated by a source indepémddne
project participants?

B.5.40 How does CDM alleviate the other barriers? 11/ DR | Not Applicable OK

B.5.41 s the project activity prevented by the other ieasrand at 11/ DR | Not Applicable OK
least one of the possible alternatives to the ptajetivity is
feasible under the same circumstances?

Common practice analysis (VVM para 119-121)
B.5.42 What is the geographical scope of the common mecti 11/ DR | Yes. The geographical scope of the common OK
analysis? Is this justified? /53/ practice analysis is Xinjiang Uygur Autonomous

Region. Xinjiang Uygur Autonomous Region:is
where the proposed project located in and the
projects in the same region have the similar wind
resource, grid structure, geological and
transportation conditions.
In April 2002, China implemented power sector
reform, market conditions for wind power
projects development has changed significantly
since then.

Hence the chosen geographical scope of . the

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9429, r@¥. A-28




DET NORSKE VERITAS

~ Draft
. Concl

Checklist Question Ref MoV Assessment by DNV

common practice analysis is reasonable.

B.5.43 What is the scope of technology and size (e.g.agpaf 11/ DR | The scope of technology for the common practice OK
power plant) for the common practice analysis amat has analysis is wind power. Since the other scopes of
this been justified? technology are not comparable to the propcsed

project activity.
The scope of size for the common practice
analysis is with capacity of more than 15 MW
(using the same definiton used by the
UNFCCC).
It is DNV's opinion that the scope of technology
and size of the common practice analysis is

reasonable.
B.5.44 What is the data source(s) used for the commortipeac 11/ DR | The data sources used for the common practice of OK
analysis? /43/ CC the referred compared projects $tatistics of

Domestic Wind Farm Installation Capacity in
2007and UNFCCC website.

B.5.45 How many similar non-CDM-projects exist in the i@yi v DR | There are no similar projects except for the COM OK
within the scope? project activities (registered projects or applying
for the CDM registration).
B.5.46 How were possible essential distinctions betweerptioject | /1/ DR | No similar project activities other than the COM OK
activity and similar activities assessed? project activities have been identified.
B.5.47 What is the conclusion of the common practice agisfy /1/ . DR | The conclusion is that it is not the common OK

practice to develop the proposed project without
applying for CDM support.

Conclusion
B.5.48 What is the conclusion with regard to the additiipaf the | /1/ DR | The conclusion will be generated after the aboveCL-2 OK
project activity? CARs/CLs resolved. cL3
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Checklist Question Ref MoV Assessment by DNV

B.6 Calculations of GHG emission reductions

Data and parameters that are available at validatio

and that are not monitored (VVM para 199-203)
B.6.1 How was theé=C; , verified? 11/ DR | FG ,, Different fuel consumptions for power OK
139/ Generation in NWPG in 2005 — 2007.
The parameter is sourced with tBaina Energy
Statistical Yearbook 2006 - 2008vhich the
official data can be identified.
B.6.2 How was theEG g4 y and EG, verified? 11/ 1 DR | EGgqg, yandEGy,, the electricity supplied t
/38/  CC theNWPG by included sources in the year
This parameter has been verified through cross-
checking the reported data in PDD and the EF
calculation spreadsheet witlChina Electric
Power Yearbook 2006 — 2008.
B.6.3 How was theNCV; , verified? /1/ DR  NCV,y, Average low calorific values of fuels OK
/39/  CC for electricity generation (unit: GJ/mass or
volume).
The parameter can be sourced fromG@héna
Energy Statistical Yearbook 2006 — 2008
where the official data can be identified.
B.6.4 How was théEFco, i yandEFcoy, m, verified? /1/ DR  EFcop,i,yandEFcoz, m yThe CO2 emission factc
/39/  CccC | of fossil fuel type I in yeary.
It has been cross checked with the official
statistics of official data from the Chinese DNA.
B.6.5 How was theEfficiency of the best technology commercially /1/ DR | Best commercial available efficiency of coal, gas, OK

verified? cc ' oil fuel power plant.

Best commercial efficiency for coal, oil and gas
is respectively 38.10%, 49.99% and 49.99%. It
has been cross check with the official national
statistics issued by the DNA.

OK

()

OK

=
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Checklist Question

Assessment by DNV

. Draft

Final

DR |

Concl. Concl.

B.6.6 How was thdnstalled Capacityerified? 11/ Installed Capacity, the installed capacity by OK
/38/ CC | different sources of the NWPG in 2005 - 2007.
139/ The parameter has been verified through cross
checking the reported data in the EF calculation
spreadsheet with theChina Electric Power
Yearbook 2006 - 2008.
Baseline emissions (VVM para 89-93)
B.6.7  Are the calculations documented according to theamd /1/ | DR | The emission reduction calculation process has OK
methodology and in a complete and transparent nmanne cc  been transparently documented in EF calculation
| spreadsheet.
It has been cross-checked by the published data
from NDRC to demonstrate that all the data and
calculation in the provided EF calculation
spreadsheet is correct.
B.6.8  Have conservative assumptions been used when atihgul =~ /1/ DR  Yes. All the used assumptions are in line with ithe OK
the baseline emissions? /30/ cc Tool to calculate the emission factor for an
electricity systenversion 2.0 and Guidance for
136/ request for deviation titledApplication of
AMO0005 and AMS-1.D in Chinfsom EB.
B.6.9  Are uncertainties in the baseline emission estimpteperly | /1/ DR | There are no uncertainties identified in the OK
addressed? baseline emission estimates.
Project emissions (VVM para 89-93)
B.6.10 Are the calculations documented according to theaped 11/ DR | The proposed project activity is a newly built OK
methodology and in a complete and transparent manne . jog/ power project, which has been verified through
reviewing the FSR and its approval.
Therefore, the project emission can be considered
as zero according to the applied methodology
ACMO0002 version 12.1.
B.6.11 Have conservative assumptions been used when atahgul | /1/ DR | The proposed project activity is one wind power OK
the project emissions? 129/ project generating electricity from wind power,
which has been verified through reviewing the
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

"FSR and its approval.
Therefore, the project emission can be considered

as zero according to the applied methodology
ACMO0002 version 12.1.

B.6.12 Are uncertainties in the project emission estimptegperly 11/ DR | The proposed project activity is a renewable OK

addressed? 129/ project generating electricity from wind power,
which has been verified through reviewing the
FSR and its approval.
Therefore, the project emission can be considered
as zero according to the applied methodology
ACMO0002 version 12.1.

Leakage (VVM para 89-93)

B.6.13 Are the leakage calculations documented accordiriyet v DR | None of the energy generating equipments have OK
approved methodology and in a complete and traampar been transferred from another activity, therefore
manner? the leakage can be considered as zero.
B.6.14 Have conservative assumptions been used when ahgul = /1/ DR | None of the energy generating equipments have OK
the leakage emissions? been transferred from another activity, therefore
the leakage can be considered as zero.
B.6.15 Are uncertainties in the leakage emission estimategerly = /1/ DR ' None of the energy generating equipments have OK
addressed? been transferred from another activity, therefore

the leakage can be considered as zero.

Emission Reductions (VVM para 89-93)

B.6.16 Algorithms and/or formulae used to determine eraissi 11/ DR | The algorithms and/or formulae have been OK
reductions: 12/ correctly used to determine emission reductions:
» All assumptions and data used by the project ppatnts 1) All data in the PDD used to determine the
are listed in the PDD and related document subdhiibe calculation are from the FSR, China Electric
registration. The data are properly referenced Power Yearbook, China Energy Statistical
«  All documentation is correctly quoted and intetpde Yearbook, IPCC 2006 and other reference

document. The data are properly referenced.

2) According to the reference list, all
documents of the calculations were correctly

+ All values used can be deemed reasonable in thtextoof
the project activity

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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- Draft  Final
. Concl. | Concl.

Checklist Question Ref MoV Assessment by DNV

« The methodology has been correctly applied toutaie quoted and interpreted.

the emission reductions and this can be replichiethe 3) All values used are deemed reasonable in the
data provided in the PDD and supporting files to| be context of the project activities because all
submitted for registration. values are either derived from the public

national or IPCC data available or the FSR
which can be considered information
provided by a trustworthy and recognized
source.
4) The approved baseline and monitoring
methodology ACM0002 as well as its
tools have been correctly applied to
calculate the emission reductions. And
the emission reductions can be replicated
by using the data and parameter provided
in the PDD and supporting files
submitted for registration. The data
sources mentioned have been verified by

DNV.
B.7  Monitoring plan (VVM para 122-124)
Data and parameters monitored
B.7.1 Do the means of monitoring described in the planmly 11/ DR | Yes. The means of monitoring described in ithe OK
with the requirements of the methodology? plan complies with the requirements of the
methodology.
B.7.2  Does the monitoring plan contains all necessargrpeters, | /1/ DR | The monitoring plan in the PDD contains the OK
and are they clearly described? necessary parameters to be monitorBue data

unit, source of data, measurement procedures,
monitoring frequency, QA/QC procedures of the
monitored parameters have been clearly

described.
B.7.3 In case parameters are measured, is the measurement . /1/ DR | The net electricity supplied by the proposed OK
equipment described? Describe each relevant pagamet project activity, i.e. EGiy Will be continuously

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question Assessment by DNV

measured.
The parameter Egiiy Will be measured by the
main meter installed at the grid substation. When
the main meter fails breaks down, the readings of
the backup meter installed at the grid substation
will be accepted.

In case the additional capacity is involved with
the project activity (i.e. either an additional @in
farm or expansion of this wind farm), and shares
the same transmission facilities, the following
parameters will be monitored to calculate the net
electricity supplied by the project activity
(E_facility, y),
* EG_totally the quantity of total net
electricity supplied to the grid by the
project activity and additional capacity.
It will be continually monitored by th
bidirectional main meter at the substation
and calculated as exports minus imports.

D

* E facility,y the quantity of electricity
generation by the proposed project
activity. It will be continually monitored
by the bidirectional onsite backup meter.

e E_additional,y the quantity of electricity
generated by the additional installed
capacity. It will be continually measured
by the directional onsite backup meter.

B.7.4 In case parameters are measured, is the measurement | /1/ DR | The net electricity supplied by the proposed OK

accuracy addressed and deemed appropriate? Desadbe project activity, i.e. EGiy Will be measured
The measurement accuracy of monitoring

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

relevant parameter.

equipments shall not exceed 0.5%, which
considered to have met the national standards.

In case the additional capacity is involved w

the project activity (i.e. either an additional din

farm or expansion of this wind farm), and sha
the same transmission facilities, the parame

(EG_total,y, E_facility,y, E_additional,y) will be

monitored to calculate the net electricity suppl
by the project activity (E_facility, y).

The accuracy of monitoring equipment
measure the parameter EG_total,y is at least (
which meets the national standards and is
deemed to be appropriate.

The accuracy of monitoring equipment
measure the parameter E_facility,y is at le
0.5S, which meets the national standards an
thus deemed to be appropriate.

The monitoring equipment to measure
parameter E_additional,y has the accuracy |
of at least 0.5S, which meets the natio

ith

res
ters

ied

to
.58,
thus

to
ast
dis

the
cvel
nal

standards and is thus deemed to be appropriaie.
B.7.5 In case parameters are measured, are the requisefaen v DR | The calibrating frequency of monitoringGL5 OK
maintenance and calibration of measurement equipmen equipments should be identified in the PDD.
described and deemed appropriate? Describe eastantl
parameter.
B.7.6 Is the monitoring frequency adequate for all maiiigp v DR ' The monitoring parameter &y will be OK
parameters? Describe each parameter. 129/ continually monitored as stated in the PDD. The
monitoring frequency is in accordance with the
applied methodology ACM0002 version 12.1 and
thus considered to be adequate.
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9429, r@¥. A-35




DET NORSKE VERITAS

- Draft = Final
. Concl.  Concl.
In case the additional capacity is involved with
the project activity (i.e. either an additional @in
farm or expansion of this wind farm), and shares
the same transmission facilities, the parameters
(EG_total,y, E_facility,y, E_additional,y) will be
monitored to calculate the net electricity supplied
by the project activity (E_facility, y).

Checklist Question Ref MoV Assessment by DNV

These parameters (EG_total,y, E_facility,y,
E_additional,y) will be continuously monitored.
The monitoring frequency is verified to be in
accordance with the applied methodology
ACMO0002 version 12.1 and thus considered to be
adequate and is considered to be appropriate.

B.7.7 Is the recording frequency adequate for all moimitpr 11/ DR | The recording frequency for the monitoring OK

parameters? Describe each parameter. 129/ parameters Efgiiy iS on the monthly basis. it
meets the requirement in the ACM0002 version
12.1 and is thus considered to be adequate.

In case the additional capacity is involved with
the project activity (i.e. either an additional @in
farm or expansion of this wind farm), and shares
the same transmission facilities, the parameters
(EG_total,y, E_facility,y, E_additional,y) will be
monitored to calculate the net electricity supplied
by the project activity (E_facility, y).

These parameters (EG_totaly, E_facility,y,
E_additional,y) will be monthly recorded.

The recording frequency is verified to be iin

accordance with the applied methodolagy
ACMO0002 version 12.1 and thus considered to be
adequate and is considered to be appropriate.

MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

Ability of project participants to implement
monitoring plan

B.7.8 How has it been assessed that the monitoring anaegts 11/ DR | The procedures with regards to how to deal with OK
described in the monitoring plan are feasible witinie erroneous measurements and especially, to
project design? identify the measurement in case the meter
installed is failed, which has been identified in
the PDD.
B.7.9  Are procedures identified for day-to-day recordsdimg 11/ DR | Yes. The procedures for records handling have OK
(including what records to keep, storage areaairos and been identified in the PDD.
how to process performance documentation)?
B.7.10 Are the data management and quality assurancetatityq @ /1/ DR | Yes. The detailed procedures related to data OK
control procedures sufficient to ensure that thession management, quality assurance and quality
reductions achieved by/resulting from the projeat be control have been elaborated in the PDD. These
reported ex post and verified? will be maintained and presented to the
verification agency or DOE for the verification of
emission reductions.
B.7.11 Will all monitored data required for verificatioméissuance /1/ DR | Yes. As described in the PDD, all parameters OK
be kept for two years after the end of the crediperiod or monitored under the monitoring plan will be
the last issuance of CERs, for this project agtjwithichever archived electronically and be kept at least far 2
occurs later? years after the end of last crediting period.
Monitoring of sustainable development indicators/
environmental impacts
B.7.12 Is the monitoring of sustainable development inmics 11/ DR | China legislation authorities do not require the OK
environmental impacts warranted by legislatiorhia host collection and archiving of relevant data
country? concerning sustainable development indicators.
The monitoring of environmental impacts is
conducted by the local environmental authority.
B.7.13 Does the monitoring plan provide for the collectand 11/ DR | Neither Chinese legislation authorities nor the OK
archiving of relevant data concerning environmergatial methodology ACMO0002 requires any collection
MoV = Means of Verification, DR= Document Review, Itdrview, CC= Cross-Checking
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Checklist Question

129/

“and archiving of data related to environmen

Assessment by DNV

and economic impacts? tal,
social and environmental impacts.
B.7.14 Are the sustainable development indicators in it v DR | Monitoring of  sustainable  development OK
stated national priorities in the host country? indicators, namely environmental, social and
economic are in line with national priorities iin
China.
C Duration of the project activity / crediting period
C.1.1  Start date of project activity (VVM para 99-100, 16}
C.1.2 How has the starting date of the project activitgty v DR | Therefore, it can be confirmed that the earliest OK
determined? What are the dates of the first cotstifac the /8/ cc financial commitment was made on 1 September
project activity? When was the first constructiativaty? 16/ | 2010 when the equipment purchase agreement
was signed. The construction contract of tower
163/ basement, onsite substation and roads was signed
173/ with the Zhengzhou City Zhengyan Construction
Co., Ltd. on 13 September 2010. The
construction permission of turbine basement,
onsite substation and roads was signed with
Xinjiang Kunlun Engineering Supervision Co.,
Ltd. on 30 November 2010. Based on the
documents listed above, the earliest investment
decision was determined on 1 September 2010.
Therefore, the starting date of the proposed
project activity has thus been confirmed to be 1
September 2010.
C.1.3 Isthe stated expected operational lifetime ofptitggect 11/ DR | DNV has reviewed other similar projects and OK
activity reasonable? considered that the stated expected operational
lifetime of 20 years for the project activities is
reasonable.
C.1.4 s the start date, the type (renewable/fixed) &edength of = /1/ DR A renewable crediting period of 7 years is OK
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

Final

the crediting period clearly defined and reasorable

| selected, starting on 1 May 2011 (or the date of

Concl. Concl.

registration, whichever is later), which is deemed

to be reasonable.

D Environmental Impacts (VVM para 131-133 and VVM
para 136 (d) for small-scale project activities, aapplicable))

D.1.1  Are there any host country requirements for an 11/ DR ' Environmental Protection Law of the People’s OK
Environmental Impact Assessment (EIA), and if yesn 13/ CC | Republic of Chinawas issued on 28 October
EIA approved? Does the approval contain any capiti 2002 and requires the EIA for the construction
that need monitoringPPor small-scale project activities, is an project.
e bt o et
' completed by the Xinjiang Environmental
Protection Technology Consultation Center on 4
May 2008.
The EIA report has been approved by the
Environmental Protection Bureaaf Xinjiang
Uygur Autonomous Regioon 2 June 2008.
The EIA report does not contain any indicators to
be monitored.
D.1.2 Does the project comply with environmental legislkain /1/ DR | Yes. The project complies with thew of the OK
the host country? /51/ People's Republic of China on Evaluation : of
152/ Environmental Effects and Environmental
Protection Law of the People’s Republic of China
since it has been approved bthe local
Environmental Protection Bureau.
D.1.3  Will the project create any adverse environmeritakes? 11/ DR | According the EIA and its approval, the proposed OK
project will cause no significant adverse impacts
on the environment.
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

D.1.4 Have identified environmental impacts been addesséhe
project design?

11/

DR

Yes. The identified environmental impact F
been addressed in the PDD.

D.1.5 Has an analysis of the environmental impacts optogect
activity been sufficiently described?

11/

DR

Yes. The possible environmental impacts of
project activity have been sufficiently describ
which has been verified by DNV.

D.1.6  Are transboundary environmental impacts considarede
analysis?

11/

DR

No transboundary environmental impacts w
considered in the analysis.

OK

E Stakeholder Comments (VVM para 128-130)

E.1.1 Have relevant stakeholders been consulted?

11/
191

DR
CcC

In May 2010, carried out a survey of the local

residents by the means of distributi
questionnaires.

The questionnaires were distributed to the Ic
residents in the nearby areas of the propc
project. The investigated local stakehold
mainly live near the project site and were sele
from different genders, ages and education le
with proper proportion.

During the survey, 40 copies of questionna
for the proposed project activity were distribut
to local stakeholders and 40 answe
guestionnaires were returned giving a 10
response rate. DNV has checked all
questionnaires received. The survey shows
100% of the investigated people are supportiv
the project construction and no negative opini
received.

ng

cal
sed
ers
sted
vels

res
ed
red
0%
the
that
e to
ons

OK

E.1.2 Have appropriate media been used to invite comnimnts
local stakeholders?

11/

DR

Yes. The distribution of questionnaires to lo
stakeholders has been used to invite

cal
the

OK
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Checklist Question

Assessment by DNV

! comments from the local stakeholders.

E.1.3 If a stakeholder consultation process is required b 11/ DR | Yes. The stakeholder consultation process is in OK
regulations/laws in the host country, has the $takker /51/ accordance with.aw of the People's Republic of
consultation process been carried out in accordaitbe China on Evaluation of Environmental Effects
such regulations/laws?

E.1.4 Is asummary of the stakeholder comments received 11/ DR | Yes. A summary of the stakeholder comments OK
provided? has been provided in section E.2 of PDD.

E.1.5 Has due account been taken of any stakeholder catame | /1/ DR | The survey shows that 100% of the investigated OK
received? people are supportive to the project construction

and no negative comments are received.
MoV = Means of Verification, DR= Document Review, Izdnview, CC= Cross-Checking
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Table 3

Corrective action and/ or clarification

Reference

Resolution of corrective action requests ahclarification requests

Response by project participants

Validation conclusion

requests to Table 2

CL1 A5.1 There is no public funding from PartieShe loan contract for the 80% of total stati

Project participants are requested to clarify included in Annex | involved in thisinvestment has been verified by DNV.

whether the public funding from Parties project. However, the loan contract of thgherefore, DNV confirms that no publ

included in Annex | is used for the project proposed project had been provided | fanding from Parties included in Annex | |i

activity. validation team as evidence. used for the proposed project activity.
Therefore, the CL 1 is closed.

CL2 B.5.20 The annual electricity in the FSR |iReferring to the FSR completed by the

As stated in the FSR for the proposed project, B.5.48 calculated based on detailed information ofalified third party, the annual electrici

the annual electricity generation hours for
proposed project are 2 536.
What type of data has been used to estin

years is the data available? The softw
systems used for optimization should
described.

the

nate

the electricity generation? For which vintage

are
be

onsite measurement, meteorological dats
the wind resource in the local area
recent 27 years (1982-2008) and equipni

characteristics, using a scientific approauthority are considered to be creditable.

applied internationally.

As per the FSR, the estimated net supp
power is calculated from the turbir
availability, grid availability and the win
speed. The professional software WA
version 9.0 was used to select the rich w|
source area, and then using software W
farmer 3.6.1 to optimize the distribution

each turbine for maximize pows
generation. The yearly data was th
processed in professional software

calculate the annual theoretical pow
generation, from which the annual effecti
power generation was obtained throy
discount by considering factors such as
density, trailing stream, wind turbin
efficiency etc. The method of anticipatif

a @éneration is estimated on the basis of
forears wind resource data kept by the Ig
emeather station. The data from the lo

The wind resource data was processed
lidgtk professional software WASP
n@életermine the annual operation hot
dwhich is the prevailing practice in China.
SPherefore, the CL 2 is closed.
ind
ind
of
oY
en
to
er
ve
gh
air
e
9

power generation is also approved by

ty

27
cal
cal
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rs,

the
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

government and is widely used in China
wind energy.

The description has been added in B.5.

for

CL3 B.5.24 The miscellaneous fedor the proposed The composition ofniscellaneous fekas
. L B.5.48 project consists of the other manufactuteeen identified in th&conomic Evaluatior
The miscellaneous fee applied in the project expenses, general administrative expenggsde and Parameters for Constructipn
financial analysis should be justified by cross- and operating expenses( Economic| Project. The miscellaneous fee rat&o
checking or other appropriate manner with the Evaluation Code and Parameters fORMB/KW) of the proposed project, |s
similar wind power projects in Xinjiang Construction Project (version 3), P7he | verified to be within the range (from 15 to
Uygur Autonomous Region. miscellaneous femte of proposed proje¢t50 RMB/kW) of registered CDM wind
o " X is 50 RMB/kW, which is comparable to thepower projects in Xinjiang. Therefore, the
;hsebégi:;%%wn of “miscellaneous fee” needs range (25 RMB/kW — 50 RMB/KW) of suitability of miscellaneous feéas beer
: other similar projects in Xinjiang Uygurconfirmed.
Autonomous Region. All the descriptionrherefore, the CL 3 is closed.
about the miscellaneous feehas been
added in PDD.
CL4 B.5.27 For wind farm projects, the costs ODNV has cross-checked the total static
The likelihood of reducing the total stafic B.5.28 turbines, engineering construction anieivestment with the already signed
investment by 17.9% to reach the benchmark B.5.48 related accessories comprise the maontracts for equipments and constructipn-

shall be further substantiated.

budget of static investment. As prices
turbines and other related equipment h

been increasing in recent years, a decreaseestment, is slightly higher than tk
of the static investment is unlikely. Indeedgstimated value in the FSR. Therefq

the final price of the contracted equipme
(  including turbines  towers

higher than that estimated in FSR (320

million RMB).Also the final contracted
value of the main construction was 31.6

million RMB, higher than that estimated
FSR (27.73 million RMB). And the actu

andbeen estimated in the conservative
transformers is 347.58 million RMB) wagealistic way.

agklated service. And it was found the act
aegpenses, which accounts for 79% of tc

NBNV confirms that the total investment h

Sitherefore, the CL 4 is closed.

in
al
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tal
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

value of the main contracts and some other
contracts of the proposed project |is
accounted for 82.95% (402.63 million
RMB) of the estimated static investment|in
the FSR (485.37 million RMB). All thg
contracts have been provided to validatjon
team. Therefore, it was not realistic for the
developer to assume that investment cpsts
could decrease by 17.9% in order to reach
the benchmark.
CL5 B.7.5 The metering equipments of the propos&tie calibration interval, “once a year”, |is
The calibrating frequency of monitoring pr?jsctt_ WiIIf be calibraﬁed tf;mnuall)(/j.d Tdr e_‘;zrifi_eqt ttp corr:jply fWitr|1 ;I'_echnical
; ; PP calibrating frequency has been adde ministrative code of electric energy
equipments should be identified in the PDD). monitoring plan in B.7. metering (DL/T 448-2000)
Therefore, the CL 5 is closed.

1%
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Table 4 Forward action requests

Forward action request Reference to Response by project participants
Table 2
Not applicable Not applicable Not applicable
- 000 -
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CURRICULA VITAE OF THE VALIDATION TEAM MEMBERS

Ms. Xue Yanju, Andi: holds a Master Degree in Applied Chemistry havarg overall
experience of around four years. Prior to joining\Dhaving two years auditing experience
in the implementation of quality management sysseich as ISO9001 standard for two years.

She has experience of around two years in validagiod verification of numerous CDM
projects in DNV, majoring in China. Her qualificati, industrial experience and experience
in CDM demonstrate her sufficient sectoral competenn “Energy Generation from
Renewable Energy Sources”.

Ms. Andrea Leiroz: holds a Bachelor's Degree in Chemical Engineeriagster Degree in
Material Science and Doctor Degree in Mechanicaiigering having an overall experience
of around thirteen years.

She has experience of around 4 years in validagiod verification of numerous CDM
projects in DNV, both in Brazil & abroad.

Her qualification, experience in CDM demonstrates kufficient sectoral competence in
“Energy Generation from renewable energy sourc8&7aste handling and disposal” and
“Animal waste management”.



