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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “CGN Inner
Mongolia Zhurihe Phase Il Wind Farm Project” in Qlai. The validation was performed on
the basis of UNFCCC criteria for the Clean Devel@minMechanism and host Party criteria,
as well as criteria given to provide for consistgmoject operations, monitoring and
reporting.

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

The host Party is China and the Annex | Party s thnited Kingdom of Great Britain and
Northern Ireland. Both Parties fulfill the particion criteria and have approved the project
and authorized the project participants. The DNACbina confirmed that the project assists
in achieving sustainable development.

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

The project correctly applies ACM0002 version 1@dhsolidated baseline & monitoring
methodology for grid-connected electricity generatfrom renewable sources”.

By generating renewable energy the project wilptiise fossil fuel based grid electricity. The
project results in reductions of G@missions that are real, measurable and give l@mm
benefits to the mitigation of climate change. ltd&nonstrated that the project is not a likely
baseline scenario. Emission reductions attributabl¢he project are hence additional to any
that would occur in the absence of the projectaigti

The monitoring plan complies with the applied mdtiilogy ACM0002 version 10. Adequate
training and monitoring procedures have been degyedioand will be implemented before the
starting date of the crediting period.

The total emission reductions from the project aséimated to be on the average 119 319
tCOe per year over the 7-year renewable crediting geriThe emission reduction forecast
has been checked, and it is deemed likely thattded amount is achieved given that the
underlying assumptions do not change.

In summary, it is DNV’s opinion that the “CGN Innéiongolia Zhurihe Phase 1l Wind Farm
Project” in China as described in the PDD versiorD4dated03 June 20101/meets all
relevant UNFCCC requirements for the CDM and allevant host Party criteria and
correctly applies the baseline and monitoring metiiogy ACM0002 version 10. DNV thus
requests the registration of the “CGN Inner Mongafihurihe Phase 1l Wind FariAroject

as a CDM project.
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2 INTRODUCTION

Carbon Resource Management Ltd. has commissioned DNperform a validation of the
“CGN Inner Mongolia Zhurihe Phase Il Wind Farm Faj in China (hereafter called “the
project”). This final report summarises the initfaldings of the validation of the project,
performed on the basis of UNFCCC criteria for tHeMG as well as criteria given to provide
for consistent project operations, monitoring aeplorting. UNFCCC criteria refer to Article
12 of the Kyoto Protocol, the CDM modalities andgadures, and the subsequent decisions
by the CDM Executive Board.

2.1 Objective

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

2.2 Scope

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

Protocol, the CDM modalities and procedures aseapie the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udeig the approved baseline and
monitoring methodology ACMO0002 version 10 /5/. Tvedidation team has, based on the
recommendations in the Validation and Verificatidtanual /4/ employed a risk-based
approach, focusing on the identification of sigrafit risks for project implementation and the
generation of CERs.

The validation is not meant to provide any conaglttowards the project participants.
However, stated requests for clarifications andfmrective 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 tiseiagce of the final validation report and

opinion.
The following sections outline each step in moreitle

3.1 Desk Review of the Project Design Documentation
The following table lists the documentation thasweviewed during the validation:

11/

12/

13/

14/

15/

16/

17l

18/

19/

110/

111/

112/

113/

Carbon Resource Management Ltd.: Project Defigeument for CGN Inner Mongolia
Zhurihe Phase Il Wind Farm Project, Version 1.1,)@8 2009; Version 2.0, 19 October 2009;
Version 3.0, 09 November 2009; Version 4.0, 03 RO

NDRC: Letter of Approval issued, ref No.2048né 2009
http://cdm.ccchina.gov.cn/web/NewsInfo.asp?News&B€3

Department of Energy & Climate Change: Letter opAgval issued byhe United Kingdom
of Great Britain and Northern Irelantb October 2009

EB 51 Report Annex 3/alidation and Verification ManuaVersion 01.1, 04 December 2009.
http://cdm.unfccc.int/EB/051/eb51_repan03.pdf

EB 47 Annex 7: ACM0002 Approved methodologZonsolidated methodology for grid-
connected electricity generation from renewablerses!’, version 10, 28 May 2009.

CDM Executive BoardTool for the demonstration and assessment of auidility, version
5.2, 26 August 2008.

CDM Executive BoardTool to calculate the emission factor for an elmity systemversion
02, 16 October 2009.
Inner Mongolia Power Exploration & Design Inste:

The feasibility study report (FSR) of CGN Inner Mptha Zhurihe Phase II Wind Farm
Project, August 2008.

Explanation of the capacity change of CGN Zhurin&/ind Farm Project; 26 November 2009
The Revised FSR of CGN Inner Mongolia Zhurihe PHBE®é&nd Farm Project, 02 March 2009

Development and Reform Commission of Inner MaiagAutonomous Region: Approval letter
for FSR, 12 February 2009.

Inner Mongolia Power Exploration & Design lhste: The Environment Impact Assessment
(EIA) of CGN Inner Mongolia Zhurihe Phase Il Windrdm Project, March 2008.

Environment Protection Bureau of Inner Mongohutonomous Region: Approval letter for
EIA, 26 March 2009.

IPCC: 2006 IPCC Guidelines for National Greenhou$gas Inventories Reference
Manual.2006

CDM Executive Board: Guidance for requestdeviation titled “Application of AM0005 and
AMS-I.D in China” (http://cdm.unfccc.int/Projectsédiations).
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114/ China Electric Power Yearbook 2004-2008.

115/ China Energy Statistical Yearbook 2006-2008.

/16/  The General Office of the State Council: Neton Strictly Prohibiting the Installation of Fuel-
fired Generation with the Capacity of 135 MW ordve] decree No. 2002.6

117/ Updated version of the boundary of North CHiwaver Grid defined by Chinese DNA, 2 July
2009:
http://ghs.ndrc.gov.cn/qjfzjz/t20090703_289357.htm

/18/  There is little hydroelectric source that &enutilized in Inner Mongolia:
http://www.shuidianzhan.net/snzy/250.html
by China water information website dated 2007.

119/ Solar PV, geothermal and biomass for the amiilstalled capacity as the proposed project are
alternatives far from being attractive investmenininer Mongolia:
http://finance.people.com.cn/GB/1038/59942/599494G2A6.html
by China People website dated 2007.

120/ NDRC: “Codes on Compiling Feasibility Studyf®et of Wind Farms”, prescribes the —10% to
+10% variation range (http://www.windpower.org.@rs/links/js_2005_0508.htm). 25 May
2005.

/21/  State Power Corporation of Chirlaterim Rules on Economic Assessment of
Electrical Engineering Retrofit Project8eijing: China Electric Power Press, 2003.

122/ The prices, including equipments and commesljtalso the labor costs have been increasing in
recent years:
http://energy.people.com.cn/GB/5720709.htiyl China People website dated 2007.
http://www.nmgtj.gov.cn/Html/jjshfztjgb/2009-7/0/83.shtmj by the Inner Mongolia
Autonomous Region Bureau of Statistic.

23/  There is an increasing tendency of the salary asemals purchasing prices:
http://www.nmgtj.gov.cn/Html/jjshfztjgb/2009-7/0/88.shtml
by the Inner Mongolia Autonomous Region BureautetiStic; dated 12 March 2009

124/ NDRC:

Notification of electricity tariff for wind powernpjects issued by NDRC (Fa Gai Jia Ge
[2007]1260), 09/06/2007

10 Notification of electricity tariff for wind poweprojects issued by NDRC (Fa Gai Jia Ge
[2007]3303), 03/12/2007

11 Notification of electricity tariff for wind poweprojects issued by NDRC (Fa Gai Jia Ge
[2008]1876), 23/07/2008

12 Notification of electricity tariff for wind poweprojects issued by NDRC (Fa Gai Jia Ge
[2009]1906), 20/07/2009

/25/  Chinese National Development and Reform Commissseparate Power Plants from Network
and Compete in Price to Enter Network
http://www.ndrc.gov.cn/xwfb/t20050708_28096.htmethon 11 April 2002.

126/ Shi Pengfei: Cumulative wind installation ihi@a till 2007
http://www.cwea.org.cn/download/display info.asp2@&sid=&id=25 24 March 2008

/27/  The Dali Wind Power Project Phase Il belongs twe“tourth issue of national debt special

fund project”:
http://www.chifeng.gov.cn/html/2008-11/3130.shtml.
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128/

129/

130/

131/

132/

133/
134/

135/

136/

137/

138/

139/

140/

141/
142/

Da Mao Qi Bailingmiao wind farm uses foreign calp@ad thus not eligible for CDM under the
Chinese DNA rules. Therefore, the project had tonijdemented as a Gold Standard VER
project:

http://china.camcoglobal.com/zh/chinacasestudywbyx?cs=honiton.html
http://www.sgsqualitynetwork.com/tradeassuranceéfopects/423/GS-
VER(Retroactive)Honiton(1)-080111 GSP.pdf

CGN Wind Power Co., Ltd: Board meeting regorundertake the project as a CDM project,
16 December 2008

NDRC: Written Notification of the Commencemeffithe Project Activity, 11 May 2009
NUFCCC secretariat: Written Notification of the Cmencement of the Project Activity,
05 September 2009

Turbine and boost voltage base constructiariraot between CGN Wind Power Co., Ltd &
Inner Mongolia Electric Power Transmission and §farmation Co., Ltd, June 2009

35kV collector line and box type transformer comstion contract between CGN Wind Power
Co., Ltd & Xilinguole Power Construction Co., Lidil November 2009

Turbine and Tower Purchase contract betweei @Gnd Power Co., Ltd & Beijing North
Heavy Turbine Co., Ltd, 15 March 2009.

CGN Wind Power Co., Ltd: Stakeholder questares (50 copies), March 2009.

Inner Mongolia Autonomous Region Departmentarfid and Resources:

Land using intention letter for the CGN Inner Mohg&hurihe Phase 1l Wind Farm Project,
30 April 2009

CGN Wind Power Co., Ltd: Wind power plant tiaig plan and CDM monitoring manual,
August 2009

Inner Mongolia Power (Group) Co., Ltd: Apprbietter for the grid connection of CGN Inner
Mongolia Zhurihe Phase Il Wind Farm Project, 16 N2&p9

The IRR calculation spreadsheet of the CGNelnMongolia Zhurihe Phase Il Wind Farm
Project, Version 1.0, 28 July 2009

The emission factor calculation spreadshe#tefCGN Inner Mongolia Zhurihe Phase Il Wind
Farm Project, Version 1.0, 28 July 2009

The CER calculation spreadsheet of the CGMrirMongolia Zhurihe Phase Il Wind Farm
Project, Version 1.0, 28 July 2009

The references of the taxes involved in the project

Income tax (25%)
http://202.108.90.130/n480462/n503829/n513111/n9183128564.html
VAT (8.5% for the wind farm project)
http://202.108.90.130/n8136506/n8136593/n81375388802/8714515.html
City build tax (5% for the project located in theunty or town)
http://202.108.90.130/n480462/n480513/n480979/n394M 9267 .html
http://202.108.90.130/n480462/n480513/n480979/n89AD07841.html
Education added tax (3%)
http://www.gov.cn/jrzg/2005-09/24/content_69824.htm

Renewable Energy Law was issued by China governore@8 May 2008.

Interim Regulation for Tariff of Renewable Energywer Generation and Appointment of
Expenses came into effective on 1 January 2006.
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/43/  Notification of electricity tariff for wind powernpjects, issued by NDRC, [2006] No.:2908,
dated 22 December 2006

144/ Chinese National Development and Reform Comimis Separate Power Plants from Network
and Compete in Price to Enter Network, March, 2002,
145/ Nei Fa Gai Zi[2004] 1093, issued by Inner Mol DRC on 29 April 2004

146/ Inner Mongolia Power Exploration & Design ifigie: Further explanation for the investment
analysis in the proposed project. 9 October 2009
147/ Registered wind power projects in West Inn@nlgblia of China validated by DNV:
Ref: 0870, Inner Mongolia Huitengxile Jingneng 10@N¥ind Power Project
Ref: 1261, Guohua Inner Mongolia Huitengliang Wiratm Project;
Ref: 1621, Inner Mongolia Bayannaoer Chuanjingsd®3@MW Wind Power Project;
Ref: 1823, Inner Mongolia Bayin’aobao 49.5MW Windri Project (Phase I);
Ref: 2027, Inner Mongolia Bayinhanggai 49.5MW WHarm Project;
Ref: 2038, Fuhui Inner Mongolia Tugurige Wind FdPnoject;
Ref: 2047, Guohua Inner Mongolia Huitengliang VW&&hd Farm Project;
Ref: 2072, Fuhui Inner Mongolia Narenbaolige Wiradh Project;
Ref: 2113, CGN Inner Mongolia Huitengliang 300MWniPower Project;
Ref: 2135, Inner Mongolia Baotou Bayin Wind PowenjEct;
Ref: 2406, CGN Inner Mongolia Duerbote Wind farnojEct.

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

1. The PDD was updated from version 1.1 to versiorof.03 June 2010

2. The version of Tool to calculate the emission factor for an elmity systerhas been
updated to the version 2.

3. Timeline of the project process has been Reviséihgdnore details in the PDD Section
B.5.

4. More references have been added to explain whg uinlikely for the tariff to increase
12.40% in the sensitive analysis.

5. More references have been added to explain wtsyunhiikely for the O&M cost to drop
by 63% in the sensitive analysis.

6. Monitoring frequency of metering equipment has badded in the monitoring plan in
PDD B.7.

After reviewing the Revised PDD, DNV issued thisadi validation report and opinion.

3.2 Follow-up Interviews with Project Stakeholders

On 17 September 2009, Huang, Peng (Peter) andelLi(Hevin) of DNV Climate Change

Service performed interviews with the project owaed the CER buyer in DNV Beijing

office, and a formal meeting was carried out toficonselected information and to resolve
issues identified in the document review.

During the desk review, the relevant documentaugtiolg the FSR, Revised FSR /8/, the EIA
/10/ and approval /11/, the wind turbines purchasdract /32/ and construction contract /31/
were provided and assessed. The information altsitproject was able to be confirmed
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from these documents. The project is a new builddwiarm project and the project
construction started in June 2009. Through assgp$kardocuments provided by the project
participant, DNV can confirm that the project isnawly built wind farm project, and the
project was under construction at the time of PDibligation for global web-hosting. In
addition, according to the EIA /10/ no migration smvavolved in this project. No further
iIssues can be assessed through on site visit.

Thus, DNV can justify that a physical site visit finis project was not arranged during the
validation process.

The main topics and personnel of the interviews arsummarized in the table below:

Date Name Organization | Topic
/48/ | 17 Sep| Mr. Wang | CGN Wind > The development of wind power project in the
2009 | Zisong Power Co., Ltd Hebei Province

» Information of project construction

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

Common practice analysis
Emission reductions calculation

Emission reduction monitoring plan and project
management

» Project management
» Emission reduction monitoring plan
» Consulting process for stakeholder's comments
» Investment risks and barriers
149/ | 17 Sep.| Ms. Zhu Carbon » Baseline determination of the project
2009 | Qiyan Resource > Applicability of selected methodology ACM0002
Mg.nagement » Issues related to the additionality

>
>
>

3.3 Resolution of Outstanding Issues

The objective of this phase of the validation ig@solve 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 customisedie project. The protocol shows in a
transparent manner the criteria (requirements),ns1ed 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 whegevalidator will document how a
particular requirement has been validated anddbelt of the validation.

The validation protocol consists of three tabldse @ifferent columns in these tables are

described in the figure below. The completed vaiahaprotocol for the CGN Inner Mongolia
Zhurihe Phase Il Wind Farm Project is enclosed ppéndix A to this report.
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Findings established during the validation canegithe seen as a non-fulfilment of CDM
criteria or where a risk to the fulfilment of projebjectives is identified. Corrective action
requests (CAR) are issued, where:

)
i)
ii)

emission reductions will not be certified.

mistakes have been made with a direct influenceroject results;
CDM and/or methodology specific requirements haviebeen met; or
there is a risk that the project would not be ateépps a CDM project or that

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

clarify an issue.

Validation Protocol Table 1: Mandatory Requirements for CDM Project Activities

agreement where the
requirement is found,

Requirement Reference Conclusion
The requirements the Gives reference to the This is either acceptable based on evidence provi@), a
project must meet. legislation or Corrective Action Request (CAR) of risk or non-chamge

with stated requirements or a request for Clarifioa (CL)
where further clarifications are needed.

Validation Protocol Table 2: Requirement checklist

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

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

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Validation conclusion

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

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

The responses given by
the project participants
during the

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

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

Figure 1: Validation protocol tables
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3.4 Internal Quality Control

The validation report underwent a technical reviegfore requesting registration of the
project activity. The technical review was perfodnigy a technical reviewer qualified in
accordance with DNV’s qualification scheme for C@lidation and verification.

3.5 Validation Team
Type of involvement

n
= =
Q o
S =
s = s 2 3
S =T 2 5 ®w 2
¢ @& = > £ Z
x > 6 @ £ o
Last 8 2 & 5 ¢ £
Role/Qualification Name First Name Counry 2 @ x o + U
CDM validator / Huang Peng (Peter) China N VY
technical team leader
GHG auditor/Project  Li Lei (Kevin) China NV N
Manager
Specialist with sector Zhu Chao China N
experience
Technical reviewer Tang Zhiang (Walter)  China N,

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 thdofeing sections. The validation criteria
(requirements), the means of verification and teilts from validating the identified criteria
are documented in more detail in the validatiortqurol in Appendix A.

The final validation findings relate to the projefesign as documented and described in the
Revised and resubmitted project design documentagosion 4.0 of 03 June 2010 /1/.

4.1 Participation Requirements

The project participants are CGN Wind Power Cod bf China and Carbon Resource
Management Ltd. of the United Kingdom of Great &rit and Northern Ireland. Both

participating parties, China and the the Unitedgdiom of Great Britain and Northern Ireland
fulfill the requirements for participating in a CDpfoject activity. China ratified the Kyoto

Protocol on 30 August 2002 and has established DNBtional Development and Reform
Commission (NDRC). the United Kingdom of Great Biritand Northern Ireland also ratified
the Kyoto Protocol on 31 May 2002 and has estaddisDNA, Department of Energy &

Climate Change.

DNV has verified the original copies of the two L®Arovided by the project participant, and
could confirm that:

The DNA of China has issued the LoA /2/ on June92@Mthorizing CGN Wind Power Co.,
Ltd as project participant and also confirmed tinat project assists in achieving sustainable
development;

The DNA of the United Kingdom of Great Britain aNrthern Ireland has issued the LoA
/3/ on 15 October 2009, authorizing Carbon ResoMtaeagement Ltd. as project participant.

The validation did not reveal any information thatlicates the project can be seen as a
diversion of official development assistance (OD#)ding towards China. According to the
LoA issued by the United Kingdom of Great BritaimdaNorthern Ireland, DNV has verified
that any public funding for the project activityddnot result in a diversion of the official
development assistance of the United Kingdom otGBegitain and Northern Ireland /3/.

4.2 Project Design

The project involves installation and operation 28 wind turbines in Zhurihe Town,
Xilinguole League, Inner Mongolia Autonomous RegaPeople’s Republic of China. It is
located at the attitude 42711 (N) and latitude 1124803 (E) /8/.

The installed capacity of each unit is 2 MW, thogastituting a total generation capacity of 50
MW /8/. The wind turbines will be supplied by Beij North Heavy Turbine Co., Ltd, which
is a China domestic company, and the turbine tdolgies employed in the proposed project
activity are advanced China domestic technologiéhowt technology transfer activity
involved /32/. DNV was able to confirm that the jed design engineering reflects current
good practice.

According to the Revised FSR prepared by a qudlifierd party (contracted with the project
participant) Inner Mongolia Power Exploration & Dgs Institute in 02 Marcl2009/8/, DNV
was able to verify that the fluctuation of wind efdehas been taken into consideration and
based on that conservative assumptions it has begte regarding the annual electricity
generation and the full load annual operation howursch are 125 573 MWh and 2 512 hours
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respectively. The electricity generated from thejgut will be transmitted to Wenduer
substation of NCPG via a transmission line.

Being a renewable electricity project, the progedivity will generate greenhouse gas (GHG)
emission reductions by avoiding @@missions from electricity generation by fossielfu
power plants /8//10/.

The date of turbine purchase contract between CGid\Wower Co., Ltd & Beijing North
Heavy Turbine Co., Ltd was 15 March 2009 /32/, \whis the first significant financial
commitment for the project, and this is definedresproject’s starting date.

The expected operational lifetime of the projedivay is 20 years. A renewable crediting
period of 7 years has been chosen for the praggeating from 1 July 2010 or the registration
date whichever is later. The emission reductioesestimated to be 119 319 tgCand 835
233 tCQe over the first seven-year crediting period.

4.3 Baseline Determination

4.3.1 Applicability

The project correctly applies the approved basetathodology ACMO0002 (version 10),
titled “Consolidated methodology for grid-connecteléctricity generation from renewable
sources” /5/.

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

* The project activity is a grid connected renewgld@er generation project activity
that installs a new power plant at a site whereemewable power plant was operated
prior to the implementation of the project activi§reenfield plant) /8/.

e It does not involve switching from fossil fuel tenewable energy at the project site
/8l.

e The project is connected to NCPG which geographacel system boundaries are
clearly identified and information on the charaistées of this grid is available /17/.

4.3.2 Project boundary

The spatial extent of the project boundary is ¢fedefined as the site of project activity and
all power plants connected physically to NCPG ideig Beijing, Tianjin, Hebei, Shanxi,
Shandong, West Inner Mongolia power grids, to whighproject is connected. This is in line
with the delineation of grid boundaries as provitgdthe DNA of China /17/. The defined
project boundary is in line with ACM0002 (versio®)15/.

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

GHGs involved Description

Baseline emissions GO The baseline emission factor for the
project is determinedex-ante as a
combined  margin, consisting Df
combination of the operating margin
(OM) and build margin (BM) of NCPG.

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

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

4.3.3 Baseline determination

Since the project activity is the installation ohaw grid-connected renewable power plant
and additional, cf. Section 4.4, the baseline stems that the electricity delivered to the grid

by the project activity would otherwise have beemeyated by the operation of grid-

connected power plants and by the addition of newegation sources, as reflected in the
combined margin (CM) calculations described in ‘theol to calculate the emission factor

for an electricity system” version 2.

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

The baseline determination is transparent and nedde.

4.4 Additionality

The additionality of the project has been establishsing the Tool for the demonstration
and assessment of additiondlityersion 5.2 approved by the CDM-EB /6/.

4.4.1 CDM consideration and continued action to secure CM status

On 15 March 2009, the turbine purchase contract sigeed /32/, which is the first
significant financial commitment for this proje@n June 2009, the construction contract
between CGN Wind Power Co., Ltd & Inner Mongoliae&lic Power Transmission and
Transformation Co., Ltd was signed /31/. Based lbesé¢ above, 15 March 2009 was
substantiated as the starting date of the propitity.

The FSR was produced on August 2008 by Inner Maoadgdbwer Exploration & Design
Institute, and then CDM was considered to applthanbroad meeting of CGN Wind Power
Co., Ltd on 16 December 2008 /29/.

The FSR was revised on 02 March 2009 also by INwaTgolia Power Exploration & Design
Institute because of the wind turbine supply mank&thina/8/.

The time of Revised FSR is after the time of CDMidien of the proposed project, but as the
statement of section 4.4.5 below, the key paramétefSR and Revised FSR were compared.
The key parameters in the FSR and Revised FSRtested in the IRR calculation, and both
of the IRR results were below the benchmark. Thi®/zan determine that the revision of
FSR did not impact the additionality.

The validation started by global stakeholder camasioin on 18 August 2009, only 5 months
after the starting date, and DNV can confirm thejgumt participant performed continued
action to secure CDM status.

In accordance with the EB 48 annex 61, the praj@ater informed Chinese DNA and the
UNFCCC secretariat of the project commencementtlagid intention to seek CDM status on
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11 May2009and 05 September 2009, respectively /30/, whietitisin the 6 months from the
starting date. Thus serious consideration of CDM efforts to secure CDM status was
therefore justified.

4.4.2 Identification of alternatives to the project activity consistent with current
laws and regulations

Three alternatives to the project have been idedtdnd discussed:

a) The proposed project activity undertaken withouhfeegistered as a CDM project
activity.

b) A fossil fuel-fired power plant or other renewabl@ergy with comparable capacity or
electricity generation.

c) Continuation of the current situation: operatiorgoél-connected power plants and
addition of new generation sources in the NCPG.

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

For the alternative b), with installed new thermpaler capacity of 25 MW (equivalent coal-
fired power plant compared with the proposed 50 MANd project), does not comply with
the Chinese law. This law strictly prohibits thestadlation of thermal power plants with a
capacity below 135 MW in areas covered by largdsgguch as provincial grids /16/. DNV
was also able to confirm that the proposed pragekicated in the region which has no other
exploitable sources of renewable energy such asopgdver energy /19/. Also due to the
technology development status and the high cospd@rer generation, solar PV, geothermal
and biomass with the same annual electricity ouisuthe proposed project are alternatives
far from being attractive investment in the regi@8/. Hence, alternative b) is not a credible
alternative for the project developer and has lebemnated from further discussion.

It has been adequately demonstrated that alteena)iand c) are the alternatives consistent
with current laws and regulations as potentialralieves and thus will be discussed at the
next steps.

4.4.3 Investment analysis: Choice of approach

As the project generates financial and economicetitsnother than CDM related income
through the sales of electricity and the alterreafior the baseline scenario of the proposed
project is not a similar investment project, a benark analysis is selected for conducting the
investment analysis.

4.4.4 Investment analysis: Benchmark selection

According to Interim Rules on Economic Assessment of Electrifrajineering Retrofit
Project /21/ which is still in valid an IRR of 8% (after tax) for the total investmerfita
project is regarded as a benchmark for investinigrge scale hydropower plants, fossil fuel
fired plants as well as wind farm projects in Chifide benchmark of 8% (after tax) is
therefore appropriate for this project. DNV waseatal confirm this is suitable and reasonable
as following:
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1211;

2. This benchmark is for project and after tax Hrainvestment analysis for this project will
be for project and after tax also;

3. ThisInterim Rules on Economic Assessment of Electicajineering Retrofit Projects
121/ is referred to the risk premiums of large saaind farm power project.

VALIDATION REPORT

4.4.5 Investment analysis: Input parameters

A FSR is in China required to be developed by altparty accredited of this task directly by

the government. An approval letter of the FSR balissued by the government only after the
FSR passes the public assessment of the sectaiterpsignated by the government. It is in
DNV’s opinion that a FSR can be regarded as aleliand trustworthy source of information

coming from a recognized entity once it has theeygd letter from the government.

The FSR of the proposed project was completed ogusiu2008, but because of the wind
turbine supply situation in China, the Inner MongdPower Exploration & Design Institute
developed the Revised FSR on 02 March 2009 /8ihith the capacity of the proposed
project has been adjusted from 49.5MW into 50MW sowihe parameters were changed. All
the construction, purchase and operation of thegs®ed project were based on the Revised
FSR.

The investment parameters in the FSR and RevisBdw&e compared as below:

parameter FSR (August 2008) Revised FSR (2 March | Note
2009)
Capacity 49.5MW (33*1.5MW) 50MW (25*2MW)
Net electricity generation| 120391MWh 125573MWh 4.Bgher than the
estimated value in the
FSR
Load factor 27.76% 28.7%

Static investment

469.72 Million RMB
Yuan

486.66 Million RMB
Yuan

3.6% higher than the
estimated value in the
FSR

Tariff

0.51 RMB Yuan/kwh
(incl. VAT)

0.51 RMB Yuan/kwh
(incl. VAT)

Annual O & M cost

11.34 Million RMB Yuan

11.61 Mitin RMB Yuan

Other fee

18 RMB Yuan/kw

18 RMB Yuan/kw

VAT rate

8.5%

8.5%

City build tax rate

5%

5%

Education added tax rate

3%

3%

Income tax rate

25%

25%

IRR

6.45%

6.47%

As shown in the above table, if the original parterein the FSR were applied, the IRR is
still below the benchmark. Thus DNV can determimat the input parameters in the Revised
FSR are suitable and acceptable.

All input parameters used in the financial analymse been sourced from the Revised FSR
by Inner Mongolia Power Exploration & Design Insté /8/, which can thus be considered
information provided by an independent and recaghigource.
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DNV compared the input parameters for the finanaralysis included in the PDD with the
parameters stated in the Revised FSR /8/, andwhsrable to confirm that the values applied
are consistent.

The Revised FSR was completed in 02 Ma09 which is earlier than the project activity
starting date (15 March 2009). Given this relatbert period of time between the Revised
FSR and the decision to proceed with the projetivigcit is unlikely in the context of the
project that the input values would have materiahgnged and that it is thus reasonable to
assume that the Revised FSR has been the basiseoflecision to proceed with the
investment in the project.

The grid system in Inner Mongolia is split into twower grid, the West Inner Mongolia grid
which is connected to the NCPG grid and the EastriMongolia grid which is connected to
the NEPG grid. This project belongs to the Wesefnivilongolia Power Grid and wind power
projects in West Inner Mongolia were selected aseskcal vicinity to compare the tariff and
its trend The input parameters used in the financial analy&se compared with the data
from other similar registered wind power CDM pragealidated by DNV /47/ in the West
Inner Mongolia comparing investment costs per kWE- Rnd the O&M per MW etc. The
following table illustrates the comparison of thgsgameters between the project and the
registered CDM projects in the same region Westriwtongolia.

Table 2: Comparison result of investment cost gt RLF and the O&M costs per MW between wind
power projects in West Inner Mongolia

Compared Data Proposed Project | Compared Value in West
Value Inner Mongolia
Investment costs per kW 9733 Max 10393 (ref. 1823
(RMB/kW) Min 7736 (ref. 0870
Annual O&M cost per MWh g2 |_Max 109 (ref.1621)
(RMB/MWh) Min 62 (ref. 2153)
Max 30 (ref. 0870
Load Factor (%) 28.1 _ ( )
Min 25 (Ref. 2027

Annual Power Generation

Plant load factor comparison showed that the anlusl factor (28.7%) of the proposed
project is close to those values (25% to 30%) efdimilar projects in the same region West
Inner Mongolia.

Annex 11 of CDM-EB 48 meeting report gives a guideline for validatiorptnt load factor
for renewable energy. One option is to use plaad fiactor provided to the government while
applying the project activity for implementationpapval. The Revised FSR has this purpose
and hence according to current CDM regulation ctiecking that the value is in line with the
Revised FSR should be considered sufficient foidasibn of plant load factor /8/. This was
the case for this project.

The annual output is estimated in the Revised F&&db on the long term weather statistic
data provided by local meteorological station frgear 1988 to year 2006 and the annual
average wind speed of the project site tends toedse on the basis of past over 20 years’
wind resources and to gradually be stable in regpeats /8/.
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€

Tariff

The tariff was cross-checked with other tariffs femd power projects in West Inner

Mongolia (Table 3). There are three distinctivafteapans of non concessional projects in
West Inner Mongolia can be verified:

(a) The first group is 0.609~0.64786 RMB/kWh (incl. VABefore 2002;

(b) The second group consists of 1 project with théftaf 0.55 RMB/kWh (incl. VAT),
approved by Inner Mongolia DRC in April 2004;

(c) After the implementation of thtRenewable Energy Lawil/’ and“Interim Regulation
for Tariff of Renewable Energy Power Generation apgointment of Expense§2006]
no.7) /42/, the price has been approved by NDRGE.t&hffs of 3 projects were approved
individually (0.579, 0.549 and 0.548 RMB/kWh, indfAT) on 22 December 2006
([2006]2908) /43/ by NDRC. After this date, NDRCified the tariff in West Inner
Mongolia to be 0.51 RMB/kWh (incl. VAT) on 9 Jun®® /24/ and the subsequent
tariffs have been unified and maintained the s&ié /

Page 16




DET NORSKE VERITAS

Report N0:2009-1468, rev. 02

VALIDATION REPORT DRI

€

The tariff of projects in West Inner Mongolia

Is it CDM
project or
apply for CDM?

Tar|ff (RMB/kWh, Approval Date Project Name |nstal|§t|0n
incl. VAT) start time

Conventional projects

1 0.55 [2004]1093  Jun-04 Huitengxile Windfarm Project 2004 Yes
2 0.579 [2006]2908  Dec-06 Inner-Mongolia Ximeng Abag 49.5MW Wind Pow er Project Not available  Yes
3 0.5497 [2006]2908  Dec-06 Inner Mongolia Wulatezhonggi Wind farm 2007 Yes
4 0.548 [2006]2908 Dec-06 Inner Mongolia Bailingmiao Wind-farm 2007 GS-VER
5 0.51 [2007]1260 Jun-07 Inner Mongolia Datang Zhuozi Wind Farm 2006 Yes
6 0.51 [2007]3303  Dec-07 Inner Mongolia Bayannaoer Chuanjingsumu 49.3MW Wind Pow er 2007 Yes
7 0.51 [2007]3303  Dec-07 Expansion Project of Huadian Inner Mongolia Huitengxile Wind Farm 2007 Yes
8 0.51 [2007]3303  Dec-07 Guohua Inner Mongolia Huitengliang West Wind Farm Project 2007 Yes
9 0.51 [2007]3303  Dec-07 Goldw ind Damao Wind Farm Project Not available  Yes
10 0.51 [2007]3303  Dec-07 Fuhui Inner Mongolia Tugurige Wind Farm Project 2007 Yes
11 0.51 [2007]3303  Dec-07 Fuhui Inner Mongolia Narenbaolige Wind Farm Project 2007 Yes
12 0.51 [2007]3303  Dec-07 Inner Mongolia Bayinhanggai 49.5MW Wind Farm Project Not available  Yes
13 0.51 [2007]3303  Dec-07 Guohua Inner Mongolia Huitengliang Wind Farm Project 2007 Yes
14 0.51 [2007]3303  Dec-07 Inner Mongolia Huitengliang 49.5MW Wind Pow er Project 2007 Yes
15 0.51 [2007]3303  Dec-07 Inner Mongolia North Longyuan Huitengxile WindFarm Project 2007 Yes
16 0.51 [2007]3303  Dec-07 Xilinguole Huitengliang Wind Pow er Project Guotai Phase | Not available  Yes
17 0.51 [2007]3303  Dec-07 Inner Mongolia North Longyuan Zhurihe WindFarm Project 2006 Yes
18 0.51 [2007]3303  Dec-07 Inner Mongolia Bayannaoer Chuanjingsumu Wind Pow er Project 2007 Yes
19 0.51 [2007]3303  Dec-07 Inner Mongolia Siziw angqi Bayin'aobao Wind Pow er Project Not available  Yes
20 0.51 [2007]3303  Dec-07 Sinohydro Inner Mongolia Ximeng Honggeer Wind Pow er Project Not available  Yes
21 0.51 [2007]3303  Dec-07 Inner Mongolia Goldw ind Damao Wind Farm Phase Il Project Not available  Yes
22 0.51 [2007]3303  Dec-07 Inner Mongolia Bayinxile Wind Pow er Project Not available  Yes
23 0.51 [2007]3303  Dec-07 Inner Mongolia Ximeng Zheligentu Wind Farm Phase | Project Not available  Yes
24 0.51 [2007]3303  Dec-07 Inner Mongolia Hangjin Yihew usu Wind Pow er Project 2007 Yes
25 0.51 [2007]3303  Dec-07 Inner Mongolia Zhuozi ] Wind Pow er Project Not available  Yes
26 0.51 [2007]3303  Dec-07 Inner Mongolia Bayin’aobao 49.5MW Wind Farm Project (Phase ) Not available  Yes
27 0.51 [2007]3303  Dec-07 Inner Mongolia Saiw usu | Wind Pow er Project Not available  Yes
28 0.51 [2007]3303  Dec-07 Beijing Energy Huitengxile 49.5MW Wind Pow er Project Not available  Yes
29 0.51 [2007]3303  Dec-07 Baiyun Ebo Wind Farm Inner Mongolia Not available  Yes
30 0.51 [2007]3303  Dec-07 Alashan Bayannuoergong Wind Farm Project Not available  Yes
31 0.51 [2007]3303  Dec-07 Bayannaoer Wulatehouqi Hailisu Wind Farm Project Not available  Yes
32 0.51 [2007]3303  Dec-07 Xilinguole Huanggi Huaw ei Wind Farm Project Not available  Yes
33 0.51 [2007]3303  Dec-07 Chuanijing Wind Farm Inner Mongolia Luneng Phasell Not available  Yes
34 0.51 [2008]1876  Jul-08 Inner Mongolia Duolun Daxishan 30.6MW Wind Pow er Project Not available  Yes
35 0.51 [2008]1876  Jul-08 Inner Mongolia Taipusi Gongbaolage Wind Farm Project Not available  Yes
36 0.51 [2008]1876  Jul-08 Inner Mongolia Ximeng Huitengliang Area Phase | Wind Pow er Project Not available  Yes
37 0.51 [2008]1876  Jul-08 Inner Mongolia Huitengliang Phase Il Wind Pow er Project Not available  Yes
38 0.51 [2008]1876  Jul-08 Inner Mongolia Bayannaoer Chuanjingsumu lll Wind Pow er Project Not available  Yes
39 0.51 [2008]1876  Jul-08 Inner Mongolia Erlianhaote Phase | Wind Farm Project 2007 Yes

|0.515 Average |

Concessional projects
1 0.382 Sep-04 Inner Mongolia Beijing International Pow er Huitengxile Wind Farm 2006 Yes
2 0.382 Sep-04 Huadian Inner Mongolia Huitengxile 100.25MW Wind Farm Project 2006 Yes
3 0.4056 Aug-06 Inner Mongolia Ximeng Huiteng-liang Windfarm Not available  Yes
4 0.4056 Aug-06 CGN Inner Mongolia Huitengliang 300MW Wind Pow er Project Not available  Yes
5 0.4656 Aug-06 Inner Mongolia Baotoubayin Wind-farm Not available  Yes
6 0.468 Nov-07 Inner Mongolia Wulanyiligeng Wind Farm Not available  Yes

[0.418 average |

Projects prior to 2002
1 0.609 Inner Mongolia Huitengxile Wind Pow er Project 1996 No
2 0.64786 Xilinhaote Baoligenshan Wind Pow er Project 1995 No
3 0.609 Inner Mongolia Shangdou Wind Pow er Project 1994 No
4 0.609 Inner Mongolia Zhurihe Wind Pow er Project 1989 No

|0.619 average |

In March 2002, the power companies and grid weparsged to be more market oriented,
projects before 2002 (0.609~0.64786 RMB/kWh, in6AT) enjoyed higher price than the
present project /44/ and such high tariffs couldiareger be obtained. Therefore, DNV can
conclude that these tariffs were not applicablgn&proposed project.
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There was a transformation period since the impigaton of theNotice of Electric Power
Sector Reform Programmand the tariff of Huitengxile Windfarm project lURef. 0064)
was approved during this period. The tariff of thr®ject was approved by Inner Mongolia
DRC in April 2004 to be 0.55 RMB/kWh /45/. This prot faced barriers and has been
registered under CDM.

The “Renewable Energy Law/41/ and“Interim Regulation for Tariff of Renewable Energy
Power Generation and Appointment of Expeh¢006] no.7) /42came into effective on 1
January 2006. From then on, renewable energy, asiehind, hydro, solar, geothermal, etc.,
was encouraged and the related scheme has prowidesl and clearer guidance. For wind
farms, domestic technology and turbines were prethand developed and NDRC began to
approve wind farm tariffs.

As already mentioned, the tariffs of 3 projects evapproved individually (0.579, 0.549 and
0.548 RMB/KWHh, incl. VAT) on 22 December 2006 ([B]2908)/43/. China’s wind energy
sector progressed from the initial small scaleestaghe market expanding stage in 2006, and
the wind power technology, economic environmend, Brapping of wind resources were in a
research and development stage. The 3 projectsappr®ved case by case in the context of
specific project situations, such as wind resoyreesstruction condition, etc.

Table 4 Project information for the 3 projects whaariff is higher than the proposed project

No | Project Tariff Installed | Investment O&M cost | Plant load| IRR Remark
information (RMB) capacity | cost per factor(%) without
(MW) (RMB/kW) MWh(RMB carbon
/MWh) support
1 | Inner Mongolia | 0.579 49.5 11 503 98 27.17% 7.539% | UNFCCC Ref
Ximeng Abag 2135£ d
Wind Farm registere
2 | InnerMongolia | 95497 | 45 10 489 70 22.82% 6.10%|  Request |for
Wulatezhonggqi register,
Wind farm correction,
UNFCCC Ref
2597
3 Inner Mongolia | o 548 50 11 027 96 28.95% 6.59% GS-VER
Bailingmiao
Windfarm
(West)
The  Proposed 0.51 50 9733 92 28.7% 6.47%
project

As a further cross-check in table 4 above, théftand investment costs per installed capacity
of the three projects with higher capacity weretet@sin the investment analysis of the

proposed projects. The project-IRR would in thesses be 5.95%, 6.46% and 5.79%,
compared to the project-IRR with correct tariff angestment costs of 6.47%. This shows
that even though the tariff is higher, this is mtran counteracted by the higher investment
costs. Hence, it was shown quantitatively thatitttentive for non-concessional wind power

projects in the region has not been reduced evaugththe tariff has stabilized at a slightly

lower level.

In China, the installed capacity of wind power gesed from 1 337 MW in 2006 to 3 304
MW in 2007 /26/ and the wind power market was matugradually in 2007. NDRC began
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to unify tariff in West Inner Mongolia to be 0.5IMB/kWh (incl. VAT) on 9 June 20024/
and the subsequent tariffs have been unified andtanaed the at the same level /24/. Since
the power sector reform in 2002, 35 projects haoeived a tariff of 0.51 RMB/kWh (incl.
VAT) and the tariff was only higher for 4 early sgecally approved projects. DNV has
verified the approvals and relative documents aad able to confirm that these tariffs were
for specific projects and not unified tariff, andubd no longer be obtained. DNV was also
able to confirm that the 3 approved tariffs weré ayaplicable to the proposed project.

Hence, the wind power tariff of 0.51 RMB/kWh (int¢hx) is reasonable for the proposed
project. DNV checked all the data sources, and idensd the information regarding the
historical tariff notification in West Inner Mongalas reliable.

Total investment costs

The investment cost used in the financial analysse compared with the data reported for
other similar proposed CDM projects in the regios, other wind power projects in the West
Inner Mongolia. The investment costs (9 733 RMB/kWére found to be in the range of the
other projects: 7 736 RMB/kW to 10 393 RMB/KW. Therestment costs were further

attempted cross checked against real costs. DNVchasked the actual cost for the wind
turbine and tower /32/, the turbine and boost gathase construction, the 35kV collector
line and box type transformer construction in toatracts /31/, which are the main part of
total investment (more than 90% of the total inre=stt). The total value of the contact above
Is 5.2% more than the estimated value in Revisdgl 85

DNV could confirm that the total investment in Rexil FSR is reasonable and conservative.

O&M costs

The annual O&M cost for wind power projects mayway site location, conditions for
transportation, applied technology, number of toesiand regional inflation. As shown above
table 2, the annual O&M costs (92 RMB/MWh) wererfduo be in the range 62 RMB/MWh
to 109 RMB/MWh.

Other costs

The other costs of the proposed project appliedhen Revised FSR developed by Inner
Mongolia Power Exploration & Design Institute in @008 /8/ was verified by DNV. By
checking further explanation for the investmentlgsia in the proposed project by the
developer of Revised FSR /47/, DNV could determirad the “other costs” main constitutes
travel expenses, office expenses, training fedfidraxpenses and union due, etc., while is
isolated from the costs of maintenance, insuramegerials fee, salary and welfare in the O &
M cost.

Furthermore, it should be noted that even if “oteepense” were assumed to be zero, the
project IRR without CER revenue would be 6.67%,clihs still lower than the benchmark of
8%.

Taxes

According to the current law in China, the VAT isfiled as 8.5% for wind power industry
/40/. The income tax in the Revised FSR is 25%cityebuilding tax and education added tax
are 5% of VAT and 3% of VAT, which are also in linmgh Chinese law /40/. There is no tax
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holiday for the proposed project which has beerfigdrby DNV from the tax regulations.
Therefore, the tax used in the project’s investnagratysis is valid.

In the IRR calculation spreadsheet, the tax benéfam interest are included, and that will
make the total cash flow higher. DNV could detemninwill be more conservative for the
result of IRR calculation and thus it is acceptable

4.4.6 Investment analysis: Calculation and conclusion

The IRR calculations were provided in a spreadshBe¢ calculations were verified and
found to be correct by DNV. The assumptions useth@ncalculations were deemed to be
correct by DNV. The project IRR without CDM revesus 6.47%, which confirms that the
project in the absence of CDM benefits and compadcedhe benchmark of 8% is not
financially attractive. With CER revenues the pobjHiRR increases to 9.78%, which is above
the benchmark of 8%.

4.4.7 Investment analysis: Sensitivity analysis

A sensitivity analysis has been carried out forapasters contributing more than 20% to
revenues or costs to check the robustness ofritaadial analysis /20/. Reasonable variations
of the static investment, annual operational castd, annual output delivered to the grid and
on-grid tariff were checked by calculating the afion necessary to reach the benchmark and
then discussing the likelihood for that to happipne of the parameters in the sensitivity
analysis are considered to have any significantigesorrelation.

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

Variation of the parameter indicator
Key Indicators needed to reach benchmark 8%
Static investment costs -10.91%
Annual O&M cost -63%
Electricity tariff 12.4%
Annual output delivered to the grid 12.4%

1) Total Static Investment:

DNV was able to confirm that 10.91% decrease iratwment costs is unlikely to happen, as a
large part of the total investment of the propogedject goes towards purchase and
installation of electric equipments (including witgrbines and transformers) according to
Revised FSR /8/, and the prices, including equigsand commodities, also the labor costs
have been increasing in recent years /22/. As aisalg the section 4.4.5, the investment
costs were further attempted cross checked ageeattcosts. DNV has checked the actual
cost for the wind turbine and tower /32/, the tneband boost voltage base construction, the
35kV collector line and box type transformer coustion in the contracts /31/, which are the
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main part of total investment (more than 90% oftiital investment). The total value of the
contact above is 5.2% more than the estimated valRevised FSR /8/.

Therefore the static total investment is not likielydecrease by more than 10.19%.
2) O&M Cost:

As prices, including those of the required equiptreerd commodities, have been increasing
in recent years /22/, DNV can confirm that it ig feasible and realistic to operate a wind
farm even almost without O&M costs assuming thatahnual O&M cost decreases by 63%.

3) Power Tariff:

As analysis above, the proposedjpct is an un-tendering project; for this typepodject, the
tariff is fixed for a long term according to ChisaMlanagement Rules on Tariff issued by
NDRC /24/. The tariff of similar wind projects wéept at the same value (0.51 RMB/kWh)
in West Inner Mongolia during the last years /HEnce it is unlikely that the electricity tariff
will increase by 12.4%.

4) Annual Power Generation:

Grid-in electricity output is limited by wind resmes on the project site. In Revised FSR /8/,
the determination of installed capacity and operathours was discussed sufficiently in
relation to the wind resources. Moreover, the ahougut is estimated basing on the long
term weather statistic data provided by local metlegical station from year 1988 to year
2006 and the annual average wind speed of thegbrsife tends to decrease on the basis of
past over 20 years’ wind resources and to gradbalgtable in recent years /8/. Therefore, it
is highly unlikely for the output to increase by.4%.

The analysis above shows that very unrealisticri@ve circumstances would be needed for
the IRR to reach the benchmark. Therefore the grag not financially attractive. This
demonstrates that the project activity would noinbelemented without the CDM.

4.4.8 Common practice analysis

In China, most policies are promulgated in provahégvel by combining the national policy
with the region’s condition. In addition, abundamd high quality wind resources in Inner
Mongolia make this region different from other @ in the aspect of electricity output,
eventually in the aspect of economic feasibilitgnide, it is reasonable that Inner Mongolia is
selected as scope for common practice analysis.

The analysis is restricted to large scale projesing the CDM definition of large scale: >15
MW) as small scale projects are not comparableize & the 50 MW installed by the
proposed project activity.

The 2002 is the year benchmark as 2002 is a thicesbp economic reform in electricity
sector.

Following the above three rules there are 2 prsjact applying CDM selected out /26/: Dali
phase Ill wind project and the Da Mao Qi Bailingmiaind project. Dali phase Ill wind
project was a demonstration project supported ipma debt fund which is no longer given
in Inner Mongolia /27/. The Da Mao Qi Bailingmiaand project is 100% foreign-owned and
is pursuing Gold Standard accreditation for its ssmoin reductions because of the financial
unattractiveness /28/.
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DNV has checked all sources mentioned in the PDdDcaild conclude that the construction
of a wind farm project of 50 MW (without CDM suppprs not a common practice in Inner
Mongolia.

4.5 Monitoring

As checked the PDD /1/, DNV could determine that tionitoring plan complies with the
requirements of ACMO0002 version 10 “Consolidatednitaying methodology for zero

emissions grid-connected electricity generationmfreenewable sources” /5/ and the
monitoring plan could provide real measuremenigobieved emission reductions.

4.5.1 Parameters determined ex-ante

The combined margin emission factor is determimaeante based on the most recent
information available; the detailed calculationstleé combined margin emission factor are
described in the following section 4.6. The pararseare listed in below table:

Data and Parameters Unit Ex-ante Determined Value
Operating margin of NCPG (OM) | tCO/MWh 1.0069
Build Margin of NCPG (BM) tC@MWh 0.7802
Emission factor of NCPG tCAMWh 0.9502

4.5.2 Parameters monitored ex-post

The parameter monitoresk-postis the net electricity generation from the progbgeoject
activity. The net electricity generated from thejpct will be measured through the metering
equipment at the substation, with accuracy not foWsan 0.5. It will be continuously
measured and recorded monthly. This data will beswkerified against the sales receipt from
the grid. Data will be archived for 2 years follogithe end of the crediting period by means
of electronic and paper backup. CGN Wind Power Ciol. will be responsible for the overall
monitoring and reporting and will keep all the datel materiall//35/.

* The net electricity supplied to the grid will be mired by the main meter, which is
installed in the substation. This main meter has-way metering function, recording
both exports and imports from the grid; net eledlisupplied to the grid is calculated as
exports minus imports /1//35/.

* The backup meter will be installed at the substatie an auxiliary one. When the main
meter has a breakdown, the readings of the baclaterwill be adopted /1//35/.

e Appropriate additional meters will be installedtla¢ project site if the proposed project
has to share the same transformer, substatioramsrrission line with some other wind
farms. So that the electricity generation can baitoced for each wind farm separately
So as to calculate the share of this wind farnhefrtet supply to the grid /1/.

« The main meter in the project site will be calibchtonce a year by a qualified
organization in compliance with the national staddand sectional regulations and
sealed after the calibration. The separate metexsther project sites (if any) will be
calibrated according to the national regulationgoalified third party. The accuracy of
all meters is no less than 0.5 /1//35/.
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The monitoring plan is in accordance with the mamity methodology, and it will give
opportunity for real measurements of achieved aonsgductions.

4.5.3 Management system and quality assurance

The project’s monitoring plan includes:

1. Monitoring and responsibility

2. The monitored data

3. Installation of meters

4. Data monitoring

5. Quality control

6. Data management

7. Reporting and Verification

Detailed procedures have been elaborated and attathB.7.2 of the PDD. These will be
maintained and implemented to enable subsequeifitagon of emission reductions.

4.6 Estimate of GHG Emissions

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

1) Baseline emissions: baseline emissions, (BECO;) are the product of the grid emission
factor EFgiscmy in tCO/MWNh) times the electricity supplied by the projexddtivity to the
grid (EG, in MWh).

2) Project emissions: There are no emissions fitoenproject which is a renewable energy
project.

3) Leakage: No leakage has to be considered fqurthjgosed project activity.

According to the feasibility study of the proposgbject, the net electricity generated is
approximately 125 573 MWh, i.&G = 125 573 MWh;

And EFR, = 0.9502 (tC@e/MWh) as illustrated below. Therefore, the estedaemission
reduction of the first crediting period is as folter

ER=BEy=EG/* EFy, =119 319 tC@e per year

The grid emission factor is determinexk-ante as a combined margin, consisting of
combination of the operating margin (OM) and buldrgin (BM).

The PDD version 3 was provided 08 June 2010and the calculation of the grid emission
factor has been updated to the latest data whicht&amost available at the commencement
of validation. The data used in the EF calculat®nn accordance with data in the China
Electric Power Yearbook from 2004 to 2008 (publasla@nually) /14/ and the China Energy
Statistical Yearbook from 2006 to 2008 /15/.

The assessment of the grid emission factor of NGRAS follows:

The grid emission factor of the North China PoweidGNCPG) is determinedx-antefor
the 7 years crediting period following the tooldalculate the emission factor for an electric
system, version 02 dated 16 October 2009 /7/, basdlde most recent information available.
It has been calculated as 75%:25% as the weightieooperating margin and the build
margin.

Operating Margin: Simple OM was chosen and this is justified sifeelow cost /must run
resources constitute less than 50% of total gritkgion the method a) simple OM can be
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selected in NCPG, from 2004 to 2008, low cost /nrust resources constitute (0.86% in
2003, 0.76% in 2004, 0.75% in 2005, 0.79% in 2066 8.86% in 2007) of total grid
generation /14/.

Aggregated generation and fuel consumption data userl due to the fact that more
disaggregated data are not available in the NCR&tatal electricity delivered to the NCPG
has been used which are obtained from the ChinetrielePower Yearbook from 2004 to
2008 (published annually) /14/. Country specifitadéor net calorific value of each type of
fossil fuel are obtained from the China Energy iStigal Yearbook from 2006 to 2008 /15/
and the IPCC 2006 default values /12/ for the diotafactor and the emission factors of
each type of fossil fuel are deemed reasonable.

The OM is calculated to be 1.0069 tZ€KdWh /38/. The sources and calculation has been
verified by DNV.

Build _Margin:  Build margin was determinedex-ante Because plant specific fuel
consumption and electricity generation data arepublicly available in China, the guidance
requested by DNV from the CDM Executive Board fordaviation of the baseline
methodology of AMO005 has been applied for caleoadf the build margin (BM) emission
factor for this project /13/.

- Use of capacity additions from the years 2005 10728 chosen and reaches 21.75%
of the total installed capacity4/.

- Use of weights estimated using installed capaattyplace of annual electricity
generation. Thermal power plant accounts for 95.28%he total installed capacity
additions in this period. Since specific data facle technology is not available, the
fraction of fuels (coal 98.63%; natural gas 1.3@#0.07%) was estimated from the
CO; intensity for the fuels used in NCR%!.

- Efficiencies of 38.10% for coal power plants and929% for oil or gas power plants
are defined as the best technology commerciallylaa in China by the DNA of
China /17/.

Country specific net calorific value of each kintlfoel from the China Energy Statistics
Yearbook in 2007 /15/, and IPCC 2006 default vali@¢$ for emission factors of each kind
of fuel and carbon oxidization factor are useddtrualate the BM in the NCPG. The official
supporting documentation has been verified.

The BM is calculated as 0.7802 tegZMWh which was verified from the spreadsheet ff B
calculation /38/.

The resulting combined margin emission factor 0208D0,e/MWh is fixedex-antefor the
first crediting period. The annual electricity delied to the NCPG is expected to be 125 573
MWh. The expected annual baseline emissions of thjeqing 119 319CO.e per year

The baseline emission estimate can be replicatény ube data and parameter values
provided in the PDD and supporting files submitted registration. The data sources
mentioned have been verified by DNV.

In summary, the GHG calculations are complete aanlsparent, and the data accuracy has
been verified. No other project emission or leakagerces contributing more than 1% and
not mentioned by the methodology have been found.
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4.7 Environmental Impacts

An Environmental Impact Assessment (EIA) has beermdacted according to Chinese law &
regulation /10/. The potential environmental imgabaive been sufficiently identified. No
significant environmental impacts are expected fittwn project activity. The Environment
Protection Bureau of Inner Mongolia Autonomous Regapproved the project activity on
March 2008 /11/.

4.8 Comments by Local Stakeholders

Besides the stakeholder consultation process atguiin the Chinese EIA regulation, project
developer have conducted an additional stakehaldesultations /10/. Local stakeholders
from local residents and local government were te/ithrough a symposium and

questionnaire to provide comments on the projecttthe survey, 50 questionnaires were
distributed to local stakeholders and 50 questimasavere returned giving a 100% response
rate /33/. As the statement by the project pamicipon the interview meeting, the nearest
village surrounding the project region is over 2 &nd the local residents are rare. Then DNV
could confirm that 50 questionnaires are enouglstakeholders’ investigation /48/.

As checked all the questionnaires received /33/ taedinterview with the project owner,
DNV could determine that the proposed project nesifull support from the local
stakeholders.

DNV considers the local stakeholder consultatiamied out adequately.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD (version 1.1) of 28 July 2009 was made iplybavailable on UNFCCC'’s website
(http://cdm.unfccc.int/Projects/Validation/DB/2LSXB4HUUI2Y IBENBQWCAQOW8J2BY/
view.html and Parties, stakeholders and NGOs were throoghCDM website invited to
provide comments during a 30 days period from 1§ustito 17 September 2009.

No comments were received in this period.
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Table 1 Mandatory Requirements for Clean DevelopmearMechanism (CDM) Project Activities
Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included in Ann@exachieving compliance with | Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
2. The project shall assist non-Annex | Parties intgbuating to the ultimate Kyoto Protocol Art.12.2. OK
objective of the UNFCCC.
3. The project shall have the written approval of wbuy participation from the Kyoto Protocol CAR 1L
designated national authority of each Party invdblve Art. 12.5a, OK
CDM Modalities and Procedures §40a
4. The project shall assist non-Annex | Parties ineghg sustainable developmentKyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoshtiy thereof. CDM Modalities and Procedures 840a
5. In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resulEDM Modalities and Procedures
in a diversion of official development assistannd & separate from and is not | Appendix B, § 2
counted towards the financial obligations of thEaeties.
6. Parties participating in the CDM shall designatetonal authority for the CDM. CDM Modalities aRdocedures 8§29 OK
7. The host Party and the participating Annex | Pahgil be a Party to the Kyoto | CDM Modalities 830/31a CAR1
Protocol. OK
8. The participating Annex | Party’s assigned amotnailshave been calculated andCDM Modalities and Procedures 831b CAR1
recorded. OK
9. The participating Annex | Party shall have in placeational system for CDM Modalities and Procedures 831b CAR1
estimating GHG emissions and a national registgcitordance with Kyoto OK
CDM Validation Protocol — Report No. 2009-1468,.re2 A-1




DET NORSKE VERITAS

Report N0:2009-1468, rev. 02

VALIDATION REPORT

I8

Requirement Reference Conclusion

Protocol Article 5 and 7.

About additionality

10.Reduction in GHG emissions shall be additionalrty that would occur in the Kyoto Protocol Art. 12.5c¢, OK
absence of the project activity, i.e. a CDM progdivity is additional if CDM Modalities and Procedures 843
anthropogenic emissions of greenhouse gases byesoare reduced below thosge
that would have occurred in the absence of thestegid CDM project activity.

About forecast emission reductions and environmentampacts

11.The emission reductions shall be real, measuratdeyave 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 environmdntphcts of the project CDM Modalities and Procedures 837c¢ OK
activity, including transboundary impacts, shalldodémitted, and, if those impacts
are considered significant by the project partintpaor the Host Party, an
environmental impact assessment in accordancepnottedures as required by the
Host Party shall be carried out.

About small-scale project activities (if applicablg

13.The proposed project activity shall meet the elidybcriteria for small scale Simplified Modalities and Procedures for OK
CDM project activities set out in § 6 (c) of the iviekech Accords and shall not b&mall Scale CDM Project Activities
a debundled component of a larger project activity. 812a,c

14.The proposed project activity shall confirm to aiehe project categories definedsimplified Modalities and Procedures for OK
for small scale CDM project activities and use shaplified baseline and Small Scale CDM Project Activities 822¢
monitoring methodology for that project category.

15.1f required by the host country, an analysis oféhgironmental impacts of the Simplified Modaliteasd Procedures for OK
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Requirement Reference Conclusion

project activity is carried out and documented. B®eale CDM Project Activities §22¢

About stakeholder involvement

16.Comments by local stakeholders shall be invitesijramary of these provided andCDM Modalities and Procedures 837b OK
how due account was taken of any comments received.

17.Parties, stakeholders and UNFCCC accredited NG@lslshve 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 publizilable.

Other

18.The baseline and monitoring methodology shall le¥ipusly approved by the | CDM Modalities and Procedures 837e OK
CDM Executive Board.

19. A baseline shall be established on a project-sigdu#fsis, in a transparent mannelCDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otaal policies and
circumstances.

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

21.The project design document shall be in conformavitethe UNFCCC CDM- | CDM Modalities and Procedures OK
PDD format. Appendix B, EB Decision

22.Provisions for monitoring, verification and repagishall be in accordance with | CDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accordsralevant decisions of the
COP/MOP.
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Table 2 Requirements Checklist
Draft Final
CHECKLIST QUESTION Ref. | MoV* | COMMENTS
Concl. Concl.
A. General Description of Project Activity

The project design is assessed.

A.1l. Project Boundaries

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

A.1.1. Are the project’s spatial boundaries /1/ DR  Yes. CGN Inner Mongolia Zhurihe Phase || OK

(geographical) clearly defined? /8] | Wind Farm Project is located in Zhurihe
Town, Xilinguole League, Inner Mongolia
Autonomous Region of People’s Republic of
China.
The geographical coordinates of the wind
farm is at the attitude 422711 (N) and
latitude 1124803 (E).

A.1.2. Are the project’s system boundaries (component$l/ DR Yes. The projects system boundaries are OK
and facilities used to mitigate GHGs) clearly /g, clearly defined. The power generated will be
defined? 17/ exported to the North China Power Grid
(NCPG), which is defined as project system
boundary.

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

* MoV = Means of Verification, DR= Document Revieu~ Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS orafl | onal

A.2.1. Which Parties and project participants are /1/ DR  China and the UK are the two Parties OK
participating in the project? /2] | participating in the proposed project activity.

13/ China is hosting the project and the UK is th
Annex | Party.
CGN Wind Power Co., Ltd is the project
participant from the Host Party (P. R. China).

A.2.2. Have all involved Parties provided avalidand . /1/ @ DR | LoA from the DNA of China has been issue@ARL  OK
complete letter of approval and have all /2] | in June 20009.
private/public project participants been authorize / But the LoA by the DNA of the UK is still
by an involved Party? pending.

A.2.3. Do all participating Parties fulfil the participati  /1/ DR  China ratified the Kyoto Protocol on 305AR:  OK
requirements as follows: /2] | August 2002. DNA of China is National
- Ratification of the Kyoto Protocol /3/ Development and Reform Commission.

- Voluntary participation UK ratified the Kyoto Protocol on 31 May
- Designated a National Authority 2002. DNA of the UK is Global Ca(bon
Markets Department of Energy and Climate
Change.
The LoA by the DNA of the UK is still
pending.

A.2.4. Potential public funding for the project from /1/ DR | DNV will determine if the project can be OK
Parties in Annex | shall not be a diversionof | 5, |  seen as a diversion of official developmer@AR4
official development assistance. 13/ assistance (ODA) funding until the LoA from

the DNA of the Annex | party is provided.
A.3. Technology to be employed
* MoV = Means of Verification, DR= Document RevieWs Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS orafl | o
oncl. Concl
Validation of project technology focuses on thggub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and kmow-s
used.
A.3.1. Does the project design engineering reflect /1/ DR  Yes. DNV can identify the project design OK
current good practices? /8/ | engineering reflects current good practices in
132/ China through the turbine purchase contract
/32/. The main equipment wind turbines with
mature technology are from the Beijing
North Heavy Turbine Co., Ltd, and the install
capacity is 50MW, the operating time is
2 512hrs/year, and the designed operational
lifetime is 20 years.
A.3.2. Does the project use state of the art technology gy DR @ The project relates to install domestically- OK
would the technology result in a significantly /8/ | made 25 sets of turbines with unit capacity of
better performance than any commonly used /32 2 000 kw, amounting to a total generation
technologies in the host country? capacity of 50 MW.
Through the turbine purchase contract /32/,
DNV can verify that the technologies
employed in the project activity are advanced
domestic technologies, and there is no
technology transfer activity involved.
A.3.3. Does the project make provisions for meeting /1/ DR  The wind farm operating training plan andé% = OK
training and maintenance needs? | manual have not been provided, and the
relevant information needs to be identified in
* MoV = Means of Verification, DR= Document RevieWs Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS Dralit LG
Concl. = Concl.
the PDD.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developtrie
assessed.
A.4.1. Has the host country confirmed that the project 1/ DR Yes. The LoA from the DNA of China OK
assists it in achieving sustainable development? ;5 | confirming the project being in line with the
sustainable development policies of host
country has been issued in June 2009.
A.4.2. Will the project create other environmental or = /1/ DR Yes. As a renewable energy project, the OK
social benefits than GHG emission reductions? /8/ [ project can create other benefits as follows:
® Reducing the emission of other
pollutants resulting from local coal-based
power plants compared to a business-as-
usual scenario;
® Creating local employment opportunities
during the proposed project construction
and operation period;
® Promoting the local tourism industry and
improving the livelihoods of local
people;
® Help promote localization of
manufacture of wind power generator
and its parts, therefore speedup the
development of wind power generation
in China. At a larger scale, the project
* MoV = Means of Verification, DR= Document RevieWs Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS DIl R
Concl. Concl
will assist China in stimulating and
accelerating the commercialization of
grid-connected renewable energy
technologies and markets in China.
B. Project Baseline
The validation of the project baseline establisivegther the
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselineasten
B.1. Baseline Methodology
It is assessed whether the project applies an gpate
baseline methodology.
B.1.1. Does the project apply an approved methodology1/ DR  Yes, the project applies the methodology OK
and the correct version thereof? /5/ ACMO0002 “Consolidated baseline
methodology for grid-connected electricity
generations from renewable sources” version
10 approved by the EB.
B.1.2. Are the applicability criteria in the baseline /1/ = DR  Yes. The project is a capacity addition from a OK
methodology all fulfilled? /8] | renewable energy source and does not
117/ involve on-site fuel switch from fossil fuels
to a renewable source.
The geographic and system boundaries for
the relevant electricity grid (NCPG) can be
clearly identified.
B.2. Baseline Scenario Determination
* MoV = Means of Verification, DR= Document Revigu~= Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS DIl R
Concl. Concl
The choice of the baseline scenario will be vaédatvith
focus on whether the baseline is a likely scenamal
whether the methodology to define the baselineasizen
has been followed in a complete and transparentmean
B.2.1. What is the baseline scenario? /1/ = DR The baseline is determined as continued OK
/5/ operation of the existing fossil fuel based
power plants connected to NCPG and the
addition of new generation sources to meet
electricity demand.
B.2.2. What other alternative scenarios have been /1/ | DR | Three alternative baseline scenarios to the OK
considered and why is the selected scenario the ;g, | project have been identified and discussed:
most likely one? 16/ a) The proposed project activity
undertaken without being registered
/18/ as a CDM project activity.
119/ b) Other realistic and credible alternative
scenario(s) to the proposed CDM
project activity scenario that deliver
comparable generating capacity or
electricity generation.
c) Continuation of the current situation:
operation of grid-connected power
plants and addition of new generation
sources in the NCPG.
Alternative a has less financial attractiveness
which IRR is 6.47% lower than the
benchmark 8%;
* MoV = Means of Verification, DR= Document Revigu~= Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

Alternative b with installed thermal pow
capacity of less than 25 MW (equivalent w
the proposed 50 MW wind project), does

comply with the Chinese law. This la
strictly prohibits the installation of therm
power plants with a capacity below 135 M
in areas covered by large grids such
provincial grids /16/. DNV was also able
confirm that the proposed project is loca
in the region which has no other exploita
sources of renewable energy such

hydropower energy /19/. Also due to t
technology development status and the I
cost for power generation, solar P

or
ith
not
w
al
W
as
to
ted
ole
as
he
ligh
V,

geothermal and biomass with the same

annual electricity output as the propos
project are alternatives far from beli
attractive investment in the region /1
Hence, alternative b) is not a credit
alternative for the project developer and
been eliminated from further discussion

Alternative c) “Equivalent electricity servic
provided by the NCPG” is a realist
alternative consistent with current laws &
regulations.

sed
g
3/.
le
has

e
iC
nd

B.2.3. Has the baseline scenario been determined
according to the methodology?

11/

DR

Yes.

OK

* MoV = Means of Verification, DR= Document Revieu~ Interview
CDM Validation Protocol — Report No. 2009-1468,.re2
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DN/
Draft Final
CHECKLIST QUESTION Ref. MoV* | COMMENTS Concl Concl
18/

B.2.4. Has the baseline scenario been determined using1/ DR | Yes. According to the deduction from the OK

conservative assumptions where possible? /8/ available information, DNV can confirm the
/16/ assumptions are conservative.

B.2.5. Does the baseline scenario sufficiently take into /1/ DR  Yes. The renewable energy law, sectoral OK
account relevant national and/or sectoral policiesg, | policy and development trends in NCPG
macro-economic trends and political aspirations’;16 / have been taken into account.

B.2.6. Is the baseline scenario determination compatiblgy/ DR  Yes. OK
with the available data and are all literature and g,

”?
sources clearly referenced? ne/
118/
119/

B.2.7. Have the major risks to the baseline been /1/ | DR | Yes. There are no significant risks to the OK

identified? /8/ baseline except the enforcement of the
Chinese renewable law. However, this law
does not need to be taken into account as it is
being implemented only now i.e. after the
entry into force of decision 17.CP 7.
B.3. Additionality Determination
* MoV = Means of Verification, DR= Document Revigu~= Interview
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CHECKLIST QUESTION Ref. MoV*  COMMENTS
Concl. | Concl.

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

scenario.
B.3.1. Is the project additionality assessed accordingto/1/ DR Yes. The additionality of the CGN Inner OK
the methodology? /6/ Mongolia Zhurihe Phase 1l Wind Farm
Project, as required by ACMO0002, is
demonstrated by applying theTdol for
demonstration and assessment of
additionality’, version 05.2 /6/.
More details refer to B.3.3.
B.3.2. Are all assumptions stated in a transparentand /1/ DR  Yes. All assumptions are stated in a OK
conservative manner? /8/ transparent and conservative manner.
B.3.3. Is sufficient evidence provided to support the /1/ DR  The ‘Tool for the demonstration and OK
relevance of the arguments made? /6/ | assessment of additionalitywersion 5.2 is
/) applied /6/.
21/ Identification of the alternatives to the
132/ project activity C(_)nsistent with the current
137/ laws and regulations.

Referring to the B.2.2, Three alternative
baseline scenarios to the project have been
identified and discussed.

Only alternative c) “* Continuation of the
current situation: operation of grid-connected
power plants and addition of new generation

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

Ref.

MoV*

COMMENTS

Draft
Concl.

sources in the NCPG.” is a realistic
alternative consistent with current laws and

regulations.
Investment analysis: Choice of approach

As the proposed project generates financial
and economic benefits other than CDM
related income through the sales of electricity

and the alternative to the project does
involve an investment, a benchmark analy

not
Sis

(option 11l) was selected for conducting the

investment analysis.

Investment analysis: Benchmark selection
According to the Ihterim Rules on Econom

C

Assessment of Electrical Engineering Retrofit

Projects” /21/, in China an IRR of 8% (afte
tax) for the total investment of a project
regarded as a benchmark for investing

—S

S
in

large scale hydropower plants, fossil fuel
fired plants as well as wind farm projects.

The benchmark of 8% (after tax) is theref
appropriate for this project. DNV was able
confirm this is suitable and reasonable
following:

1.This benchmark was determined by
national administration of this industry

ore

as

the
in

* MoV = Means of Verification, DR= Document Revieu~ Interview
CDM Validation Protocol — Report No. 2009-1468,.re2

A-13




DET NORSKE VERITAS

Report N0:2009-1468, rev. 02 i

VALIDATION REPORT

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

China /8//21/;

2.This benchmark is for project and after
and the investment analysis for this proj
will be for project and after tax also;

3. The Interim Rules on Econom
Assessment of Electrical Engineering Retr
Projects/21/which is still valid is referred t
the risk premiums of large scale wind fa

power project, and this file is still valid now.

Investment analysis: Input parameters

The project IRR of the proposed proje
activity is 6.47% (after tax) without CDN
revenues, which is lower than the benchm
of 8% (after tax). This shows that the proj

is not financially attractive for investors.

According to the “Guidance of EB38
paragraph 54(c)”, DNV has validated the

input parameters used in the investm

analysis as follows:

Step 1: Assess the sources of the ir
parameters

The input parameters used in the finan
analysis of this project activity are all tak

tax
ect

c
ofit

>ct

ark
act

U

ent

put

cial
en

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

Ref.

MoV*

COMMENTS

Draft
Concl.

from the Revised FSR developed by In

Mongolia Power Exploration & Desig

Institute in02 March 20098/.

These evidences have been provided to C
during the validation phase.

Step 2: Confirm that the values used in
PDD are fully consistent with th&evised
FSR

DNV compared the input parameters usec

ner

NV

the

1in

the financial analysis and included in the

PDD with the parameters stated in t
Revised FSR and was able to confirm that
the values applied are consistent with
Revised FSR /8/, and was able to verify
correctness of this value.

Step 3: Assess the period of time betweer

finalization of the Revised FSR and the

investment decision

The Revised FSR was completedd@March
2009/8/ and the project start date was on
March 2009 /31/. Given this short period

he
all
the
the

1 the

2

15
of

time between approval of the Revised F

and the decision to proceed with the proj

activity, it is unlikely in the context of th

SR
ect

* MoV = Means of Verification, DR= Document Revieu~ Interview
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&
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Ny

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

project that the input values would ha
materially changed. It is thus reasonable
assume that the FSR has been the basis ¢
decision to proceed with the investment
the project.

Step 4: Cross-check the parameters use
the financial analysis with the paramete
used by other similar projects

For the input parameters in the investm

analysis, clarification should be sought tha
1. The tariff trend from 2002 to 2007 in t
project region and the justification on t
basis for the tariff assumption in Revis
FSR;

2. The constitute for the “other cost” and t
explanation for its reasonability;

ve
to

f the
in

J in
s
ent

he
he

ed=2

he

3. Justification for the ratio of value added

tax, city building tax, education added t
and the income tax for this project;

4. The real cost in the first significa
financial commitment, which is the turbir
purchase for this project.

Investment analysis: Calculation and
conclusion

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

Ref.

MoV*

COMMENTS

Draft
Concl.

The IRR calculations were provided in
spreadsheet /37/.

Sensitivity analysis
The additionality tool requires considering
realistic range of assumptions for the in
parameters of the financial analysis and
10% does not always reflect a realistic ran
DNV has verified each input paramete
value at which the IRR will be equal to t
benchmark and assessed the likelihood
attaining the arrived values against e
parameter and confirm that it is not like
that the IRR will become equal to t
benchmark.

1) Total Static Investment:

DNV was able to confirm that 10.91
decrease in investment costs is unlikely
happen, as a large part of the total investn
of the proposed project goes towa
purchase and installation of elect
equipments (including wind turbines a
transformers) according to Revised FSR
and the prices, including equipments &
commodities, also the labor costs have b

Hut
+/-
ge.
I's
ne
of
ach
ly
he

%
to
ent
rds
ric
nd
8/,
ind
een

increasing in recent years /22/. Therefore

the

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

Ref.

MoV*

COMMENTS Drait
Concl.

static total investment is not likely to
decrease by more than 10.91%.

2) O&M Cost:

The project participant need to provide
reference to clarify that it is unlikely for the
O&M cost to drop by 63%.

3) Power Tariff:

Clarification should be sought for the tariff
trend from 2002 to 2007 in this region andsy o
the justification on the basis for the tarlff
assumption in Revised FSR; -

4) Annual Power Generation:

Grid-in electricity output is limited by Wlnd
resources on the project site. In Revised FSR
/81, the determination of installed capacity
and operation hours was discussed
sufficiently in relation to the wind resources.
Moreover, the annual output is estimated
basing on the long term weather statistic data
provided by local meteorological station fram
year 1988 to year 2006 and the annual
average wind speed of the project site tends
to decrease on the basis of past over 20 years’
wind resources and to gradually be stable in
recent years /8/. So, it is highly unllkely for

* MoV = Means of Verification, DR= Document Revieu~ Interview
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Ref.

MoV*

COMMENTS

Draft
Concl.

the output to increase by 12.4%.
Barrier analysis:

Not applicable.
Common practice analysis:
In China, most policies are promulgated

provincial level by combining the national

policy with the region’s condition. |
addition, abundant and high quality wi

resources in Inner Mongolia make this region
different from other regions in the aspect of

electricity output, eventually in the aspect

of

economic feasibility. Hence, it is reasonable

that Inner Mongolia is selected as scope
common practice analysis.

It is reasonable to define as the capa

range over 15MW.
The 2002 is the year benchmark as 2002

sector.
Following the above three rules there ar

projects not applying CDM selected out: Dali

phase Il wind project and the Da Mao
Bailingmiao wind project. Dali phase |

Qi
1

wind project was a demonstration project

supported by national debt fund which is

longer given in Inner Mongolia. The Da Mao

no

for
city

is a
threshold for economic reform in electricity

o 2

* MoV = Means of Verification, DR= Document Revieu~ Interview
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CHECKLIST QUESTION Ref. MoV*  COMMENTS
Concl. | Concl.

Qi Bailingmiao wind project is 1009
foreign-owned and is pursuing Gold Standard
accreditation for its emission reductions
because of the financial unattractiveness.
DNV has checked all sources mentioned in
the PDD and could conclude that the
construction of a wind farm project of 50
MW is not a common practice in Inner

(=)

Mongolia.
B.3.4. If the starting date of the project activity isb&f = /1/ DR DNV could confirm that the first significant
the date of validation, has sufficient evidence = ;g | | | financial commitment of this project is the
been provided that the incentive from the CDM ., turbine contract dated on 15 March 2009,
was seriously considered in the decision to which is determined as the project starting
proceed with the project activity? date.

According to the EB 48 Annex 61, The
project participant needs to provide thegl__4 OK
notifications in writing of the commencement
of the project activity and of their intention to
seek CDM status both to the DNA of China
and UNFCCC secretariat.

B.4. Calculation of GHG Emission Reductions — Project
emissions
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.

* MoV = Means of Verification, DR= Document Revieu~ Interview
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B.4.1. Are the calculations documelnted according to thgy/ DR | Yes. Project emission is regarded as zero as OK
approved methodology and in a complete and . g, the project is a renewable energy (wind
transparent manner? source) project.
B.4.2. Have conservative assumptions been used whery1; = DR  N/A
calculating the project emissions?
B.4.3. Are uncertainties in the project emission estimateg/ DR | N/A
properly addressed?
B.5. Calculation of GHG Emission Reductions — Baseline
emissions
It is assessed whether the baseline emissiongatexls
according to the methodology and whether the
argumentation for the choice of default factors aatles
— where applicable — is justified.
B.5.1. Are the calculations docume_nted according to thg1/ DR  Baseline emissions have been calculated by OK
approved methodology and in a complete and  /3g/ multiplying the net electricity supplied to the
transparent manner? 139/ grid and the NCPG emission factor. The grid

emission has been calculated as the weighted

average of operating margin (OM) and bu
margin (BM), and the calculatiospreadshee
has been provide®8//39/.

ild
t

* MoV = Means of Verification, DR= Document Revieu~ Interview
CDM Validation Protocol — Report No. 2009-1468,.re2

A-21




DET NORSKE VERITAS

Report N0:2009-1468, rev. 02

VALIDATION REPORT

CHECKLIST QUESTION Ref. MoV* COMMENTS ggﬁ‘g C'::(';;‘:'I
B.5.2. Have conservative assumptions been used whery1; | DR  Yes. OK
calculating the baseline emissions? 112/
B.5.3. Are uncertainties in the baseline emission /1/ DR  No significant uncertainties can be addressed OK
estimates properly addressed? for the project.
B.6. Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors aatles
— where applicable — is justified.
B.6.1. Are the_ leakage calculations documented 11/ DR According to ACMO002 /5/, potential OK
according to the approved methodology and in a g, leakage effects, such as emissions arising
complete and transparent manner? from power plant construction and land
inundation do not have to be considered.
B.6.2. Have conservative assumptions been used whery1; DR  N/A OK
calculating the leakage emissions?
B.6.3. Are uncertainties in the leakage emission /1/ DR | N/A OK
estimates properly addressed?
B.7. Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati

* MoV = Means of Verification, DR= Document Revieu~ Interview
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DNV
CHECKLIST QUESTION Ref. MoV* COMMENTS orafl | onal
of climate change.
B.7.1. Are the emission reductions real, measurable angdg; DR  Yes. The EF calculation spreadsheet has been OK
give long-term benefits related to the mitigation g, provided /38//39/.
of climate change.
B.8. Monitoring Methodology
It is assessed whether the project applies an gppate
monitoring methodology.
B.8.1. Is the monitoring plan document_ed accordingto /1/ DR Yes. The monitoring plan follows to the OK
the approved methodology and in a complete angk, approved monitoring methodology
transparent manner? ACMO0002 (version 10) ¢onsolidated
monitoring methodology for zero emissions
grid- connected electricity generation fram
renewable sourcésand in a complete and
transparent manner.
B.8.2. Will all monitored data required for verification . /1/ DR | Yes. OK
and issuance be kept for two years after the end g
the crediting period or the last issuance of CERSs,
for this project activity, whichever occurs later?
B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pdea for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for the /1/ DR There are no emissions from the project OK
collection and archiving of all relevant data /5/ | activity.
necessary for estimation or measuring the
* MoV = Means of Verification, DR= Document RevieWs Interview
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greenhouse gas emissions within the project
boundary during the crediting period?
B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pde& for
reliable and complete baseline emission data anes.t
B.10.1Does the monitoring plan provide for the /1/ DR | The project uses the ex-ante determination OK
collection and archiving of all relevant data approach to calculate the OM and BM.
necessary for determining baseline emissions Only the net electricity generated and sold to
during the crediting period? the grid will be monitored ex-post.
B.10.2Are the choices of baseline GHG indicators  /1/ | DR  Yes. The choice of baseline indicators is in OK
reasonable and conservative? /5/ line with ACMO0002 (version 10).
B.10.3Is the measurement method clearly stated for eagty DR @ Yes. The electricity generated delivered to OK
baseline indicator to be monitored and also the grid will be monitored directly.
deemed appropriate?
B.10.41s the measuremesguipmentescribed and /1/ | DR | The main meter with accuracy no less than OK
deemed appropriate? | 0.5s will be installed at the project site,
connecting to the NCPG via the step-up
substation. The monitoring parameters are
EGexport,yand EGnport,y, @and a backup meter is
also installed in the substation.
Clarification is sought to the monitoring ¢ g
frequency of metering equipment.
* MoV = Means of Verification, DR= Document RevieWs Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS ggﬁ‘g g(';}i'l

B.10.5Is the measuremeatcuracyaddressed and /1/ DR  Yes. The main meter's accuracy no less than oK
deemed appropriate? Are procedures in place on | | 0.5s. The procedures to deal with erroneous
how to deal with erroneous measurements? measurements have been in place.

B.10.61s the measuremeirtterval for baseline data /1/ DR  Clarification is sought to the monitoringGt5 @ OK
identified and deemed appropriate? | frequency.

B.10.71s the registrationmonitoring, measuremeand | /1/ | DR | Yes. The procedure for records handling are OK
reporting procedure defined? identified in the monitoring plan.

B.10.8 Are procedures identified fanaintenancef /1/ DR The maintenance of monitoring equipment OK
monitoring equipment and installations? Are the and installation are according to the national
calibration intervals being observed? industrial standard. The calibration interval is

once a year.

B.10.9Are procedures identified for day-to-day records /1/ DR  Yes. Records handling has been identified in OK
handling (including what records to keep, storage part B.7.2 of PDD.
area of records and how to process performance
documentation)

B.11.Monitoring of Leakage
It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.

B.11.1Does the monitoring plan provide for the /1/ | DR | According to ACM0002 version10, potential oK
collection and archlvmg_ of all relevant data /5/ leakage effects, such as emissions arising
necessary for determining leakage? from power plant construction and land

* MoV = Means of Verification, DR= Document RevieWs Interview
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inundation do not have to be considered.

B.11.2 Are the choices of project leakage indicators /1/ DR | N/A
reasonable and conservative?

B.11.3ls the measurement method clearly stated for eagfy = DR  N/A
leakage value to be monitored and deemed
appropriate?

B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasorable
and complete to monitor sustainable performance ove
time.

B.12.1ls the monitoring of sustainable development | /1/ DR Neither ACMO0002 nor the Chinese DNA OK
indicators/ environmental impacts warranted by /g, | requires collection and archiving of relevant
legislation in the host country? data concerning environmental, social and

economic impacts. However the
environmental impacts will be monitored by
local environmental authority.

B.12.2Does the monitoring plan provide for the /1/ | DR | Yes. Monitoring of sustainable development OK
collection and archiving of relevant data ' indicators is not required by the Chinese
concerning environmental, social and economic DNA. The environmental impacts are
impacts? considered minor and will be monitored by

the local environmental authority during the
project lifetime.
* MoV = Means of Verification, DR= Document RevieWs Interview
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B.12.3 Are the sustainable development indicators in lingy/ DR | N/A
with stated national priorities in the Host
Country?
B.13.Project Management Planning
It is checked that project implementation is prdyer
prepared for and that critical arrangements are
addressed.
B.13.1ls the authority and responsibility of overall /1/ DR  Yes. The authority and responsibility of OK
project management clearly described? project management is described in the
PDD.
B.13.2Are procedures identified for training of /1/ = DR Yes. The description of training plan has OK
monitoring personnel? been included in the monitoring plan.
B.13.3Are procedures identified for emergency _ /1/ ~ DR No emergency situation which can cause OK
preparedness for cases where emergencies can unintended emissions is expected from the
cause unintended emissions? project.
B.13.4 Are procedures identified for review of reported /1/ DR  Yes. The procedures for review of reported OK
results/data? results/data has been identified in the
monitoring plan.
B.13.5Are procedures identified for corrective actions iy1/ DR @ Yes. The procedures for corrective actions in OK
order to provide for more accurate future /5/ order to provide for more accurate future
monitoring and reporting? monitoring and reporting are identified.
* MoV = Means of Verification, DR= Document RevieWs Interview
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C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundaridiseoproject are
clearly defined.
C.1.1. Are the project’s starting date and operational 1/ = DR DNV could confirm that the first significant OK
lifetime clearly defined and evidenced? /32/ financial commitment of this project is the
turbine contract dated on 15 March 2009, and
so that the project starting date was
determined as 15 March 2009.
The project operational time is clearly
defined as 20 years and consistent with
Revised FSR.
C.1.2.Is the start of the crediting period clearly define /1/ = DR  Yes. The date of crediting period is started on OK
and reasonable? | 1 July2010 or the registration date of the
project activity whichever is later.
D. Environmental Impacts
Documentation on the analysis of the environméntphcts will
be assessed, and if deemed significant, an EIAdheuprovided
to the validator.
D.1.1. Has an analysis of the environmental impacts of /1/ DR Yes. The impacts during construction OK
the project activity been sufficiently described? /10/ | duration and after commissioning are
properly described, including the impacts on
noise, waste water and sewage, dust and air
guality, also ecological environment.
D.1.2. Are there any Host Party requirements foran =~ /1/ DR Yes. The EIA has been approved by OK
Environmental Impact Assessment (EIA), and if ;19 | Environment Protection Bureau of Inner
* MoV = Means of Verification, DR= Document Revigu~= Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS orafl | Final
yes, is an EIA approved? /11/ Mongolia Autonomous Region on March
2008 /11/.
D.1.3. Will the project create any adverse environmentaJ1/ = DR  There are no significant adverse OK
effects? /10/ | | environmental effects for the project
according to the EIA /10/.
D.1.4. Are transboundary environmental impacts /1/ DR  There are no trans-boundary environmental OK
considered in the analysis? /10/ | impacts foreseen for the project.
D.1.5. Have identified environmental impacts been /1/ @ DR | Yes. OK
addressed in the project design? /10/ |
D.1.6. Does the project comply with environmental /1/ @ DR | Yes OK
legislation in the host country? 10/ |
E. Stakeholder Comments
The validator should ensure that stakeholder contsnesve beer
invited with appropriate media and that due accoet been
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /1/ . DR  Yes. A consultation meeting was carried out OK
133/ | in March 2009 for collecting the local
stakeholders’ views and opinion as per the
implementation of the proposed project
activity, as well as a survey was made among
the potential stakeholders by distributing 50
guestionnaires and got a 100% response rate
133].
* MoV = Means of Verification, DR= Document Review~ Interview
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E.1.2. Have appropriate media been used to invite /1/ DR Yes. The site surveys, distribution of OK
comments by local stakeholders? /33/ | | questionnaires and meetings have been used
to invite comments by local stakeholders.
E.1.3. If a stakeholder consultation process is required /1/ = DR  Yes. The stakeholder consultation process is OK
by regulations/laws in the host country, has the /10, | in accordance with the Chinese EIA
stakeholder consultation process been carried out regulation /10/.
in accordance with such regulations/laws?
E.l4d. Isa gummary_of the stakeholder comments /1/ A DR Yes. 50 one-page questionnaires were OK
received provided? /33/ | distributed and 50 questionnaires were
collected. The summary of the stakeholder
comments received is described in the PDD.
E.1.5. Has due account been taken of any stakeholder /1/ DR = No negative comments were received. OK
comments received? /33/ |
* MoV = Means of Verification, DR= Document RevieWs Interview
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)

&

Checklist question Ref MoV Comments Draft Final
Concl. Concl.
A. Letter of approval
A.l.Is the LoA received directly from the DNA or 121 DR  The LoA from the DNA of China has bee@ARL OK
through the project participant? /3/ issued in June 2009.
The LoA from the DNA of the UK is still
pending.
B. Project design
B.1.Does the PDD describe the CDM project activity  /1/ DR It is by a transparent and accurate way to OK
with all relevant elements in a transparent and /8/ describe the project activity such as project
accurate way? site, the capacity, the turbines and parameters
and those are consistent with related
information reflected in Revised FSR /8/.
B.2.Has the CDM project activity at the start of the 1/ DR DNV can determine that the project activity is oK
validation been constructed or does the CDM /8] | a newly built wind farm project constructed
project activity use existing facilities or before the start of the validation.
equipment?
B.3.Is the project a large scale project, a small scale /1//39/ DR  The project activity is a large scale project OK
project with average annual emission reductions | fully addressed in the Revised FSR /8/ and
above 15 000 tonnes or a bundled small scale PDD /1/; On 17 September 2009, Huang Peng
project? Has on-site visit been carried out? (Peter) and Li Lei (Kevin) from DNV Climate
Change Service performed the interview with
* MoV = Means of Verification, DR= Document RevieWs Interview
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project stakeholders to confirm selected
information and to resolve issues identified in
the document reviewDNV did not perform
site visit for CGN Inner Mongolia Zhurihe
Phase Il Wind Farm Project since the proposed
project was just under construction and
installing, also there’s no immigration
involved /10/. The PDD, Revised FSR, EIA
and additional background documents related
to the project design and baseline were
effectively assessed as a part of the validation
/1/-/139/ to address the current status of the
proposed project.

B.4.Does the project activity involved alteration of 1/ DR No, the project activity is a newly built wind OK
existing installations? If so, have the differences g, | farm.
between pre-project and post-project activity been
clearly described in the PDD?
C. Project emissions not addressed by the methodoloc
C.1.Does the methodology describe all project /1 DR  Yes. Project emission is regarded as zero as OK
emission source for the project activity that the project is a renewable energy (wind
contributes all 1% of the emission reductions? source) project and there are no leakages that
Sources that the methodology considers not to take need to be considered in applying this
into account are not relevant (e.g. cement and iron methodology.
consumption for building hydropower plants).
D. Documentation of baseline emissions
* MoV = Means of Verification, DR= Document RevieWs Interview
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D.1. Documentation of the baseline determination: /1/ DR ® All assumptions and data such as OM OK
e All assumptions and data used by the project and BM determined ex_ ante used by the
participants are listed in the PDD and related duent to project participants are listed in the PDD and
be submitted for registration. The data are prgperl EF calculation spreadsheet, and all are
referenced. properly referenced.
* All documentation is relevant as well as correctly ® Yes:
guoted and interpreted. ® Yes:
« Assumptions and data can be deemed reasonable o Ves
* Relevant national and/or sectoral policies and ’
circumstances are considered and listed in the PDD. ® Yes;
« The methodology has been correctly applied to itient ® Yes;
what would occurred in the absence of the propGietl The applicability of this methodology is
project activity justified since:
It is a grid connected zero emission renewable
electricity capacity additionsfrom wind
energy.
DNV can confirm that it does not involve
switching from fossil fuel to renewable energy
at the project site.
The project is connected to NCPG which
geographical and system boundaries are
clearly identified and information on the
characteristics of this grid is available.
E. Documentation of the calculations
E.1.Algorithms and/or formulae used to determine ~ /1/ DR  The calculation spreadsheet of the grid OK
emission reductions /38/ emission factor has been provided by the
E.2.All assumptions and data used by the project 139/ project participant, DNV could confirm that
* MoV = Means of Verification, DR= Document Revigu~= Interview
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&

participants are listed in the PDD and related

the algorithms and the formulae were

all

document submitted for registration. The data are properly used to determine emission
properly referenced reductions.
E.3.All documentation is correctly quoted and Yes.
interpreted. Yes
E.4.All values used can be deemed reasonable in the '
context of the project activity Yes.
E.5.The methodology has been correctly applied to Yes.
calculate the emission reductions and this can be
replicated by the data provided in the PDD and
supporting files to be submitted for registration.
F. Implementation of the monitoring plan
F.1.How were the plans for implementation of the 11/ DR | Plans for implementation of the monitoring oK
monitoring plan, data management, QA/QC plan, data management, QA/QC procedures in
procedures assessed? To what extent can the PDD are assessed against the Management and
emission reductions achieved by the project by Operation Manual for CGN Inner Mongolia
monitored ex-post and verified later by a DOE? ZhurihePhase Il Wind Farm Project.
G. CDM consideration prior to starting date
* MoV = Means of Verification, DR= Document RevieWs Interview
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G.1.The prior consideration of CDM for the project

activity complies with EB41 annex 46

11/
131/
132/

DR

On 15 March 2009, the turbine contract v
signed /32/, which is the first financi
commitment for this project. And so that

March 2009 was substantiated as the star
date of the project activity.

As per EB 41 Annex 46 and the EB 48 ant
61, the project participant also needs
provide the notifications in writing of th
commencement of the project activity and
their intention to seek CDM status to t
UNFCCC secretariat.

e

vas
al
15

ting

T
of
he

* MoV = Means of Verification, DR= Document Revieu~ Interview
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Table 3

Resolution of Corrective Action and Clarifcation Requests

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

guestion in

table 2
CAR 1 A.2.2 The LoA by the United Kingdom of OK. The LoA from the DNA of United
The LoA by the DNA of the UK is still A.2.3 Great Britain and Northern Ireland wasKingdom has been provided by the
pending. A2 4 obtained on 15 October. The softcopy project participant.

Table 2b has been provided to DOE. CAR 1 is closed.
Al

CL1 A.3.3 The operating training plan and manuaDK. The operating training plan and

The wind farm operating training plan and
manual have not been provided, and the

has been provided to DOE. And the
relevant information was identified in

manual has been provided by the proj
participant.

relevant information needs to be identified in the Revised PDD. CL 1 is closed.
the PDD.
CL2 B.3.3 1. Based on the available tariff OK.

For the input parameters in the investment

analysis, clarification should be sought that;

1. The tariff trend from 2002 to 2007 in the
project region and the justification on the
basis for the tariff assumption in the Revised

FSR;

2. The constitute for the “other cost” and the

explanation for its reasonability;

3. Justification for the ratio of value added
tax, city building tax, education added tax and

documents since 2002, the first unifie
tariff for the conventional wind farm
project in West Inner Mongolia is 0.51
RMB/kWh in light of the document
issued by Chinese government on 9
June 2007(Fa Gai Jia Ge [2007]
N0.1260). And the tariff stays 0.51
RMB/kWh in the subsequent tariff
documents from 2007 until recent,
which are issued in December 2007 (

11. DNV checked all the data sources,

and considered the information
regarding the historical tariff
notification in West Inner Mongolia as
reliable. The wind power tariff of 0.51
RMB/kWh (incl. tax) is reasonable for
the proposed project.
2. By checking further explanation f
| the investment analysis in the propog
Project by the developer of the Revis

Gai Jia Ge [2007] No. 3303), July 200

SR /47/, DNV could determine that t
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<I

NIV

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

the income tax for this project;

4. The real cost in the first significa
financial commitment, which is the turbir

purchase for this project.

nt
ne

(Fa Gai Jia Ge [2008] No. 1876), and
July 2009(Fa Gai Jia Ge [2009] No.
1906), respectively.

The Revised FSR was completed in O
March 2009 with the referred tariff of
0.51 RMB/kWh. The PDD of the
proposed project was completed in Jy
2009 with the referred tariff of 0.51
RMB/kWh derived from the Revised
FSR. As the documents mentioned
above, the tariff in West Inner Mongol
is 0.51 RMB/kWh from 2002 to 2009.
Thus the tariff in the Revised FSR an(
PDD were the most valid and availabl
data at the time.

Therefore, the tariff in the West Inner
Mongolia is stable at 0.51 RMB/kWh
without significant changes since 200

and also the available and valid tariff till

the PDD webhosting (28 July 2009).

2. The detailed component of the othe
fee comprises of business travel, offic

“other costs” main constitutes trayv
expenses, office expenses, training f{
traffic expenses and union due, etc. 1
osassumed value is reasonable
conservative.

Iyax, city building tax, education adds
tax and the income tax for this proje
has all been provided by the proje¢
participant.

#. As checking the turbine purcha
agreement and the Revised FSR,
j real cost in the first significant financi
ecommitment is 1.07% higher than t
value assumed in the Revised FSR,
hence the total investment assumed
conservative.

7CL 2 is closed.

=

expenses, training fees, daily transpo

el

ee,
[he
and

3. The references about the value added

ad
2Ct
bct

se
the
Al
he

and
vas

—

CDM Validation Protocol — Report No. 2009-1468,.re2

A-37



DET NORSKE VERITAS

Report N0:2009-1468, rev. 02 i

&

VALIDATION REPORT

)
<I

NIV

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

costs and union fees for the proposed
project. The value of the 'other fee’ of
the proposed project is 18 RMB/kw,

which is within the reasonable range ¢

the similar projects in the same regiorn).

3. The taxes in the investment analys
of the project include the income tax,
value added tax, education added tax
and city building tax.

The references of the taxes are as
below:

I. Income tax of 25% is in accordance
with thePeople's Republic of China
Enterprise Income Tax Provisional
Regulationgssued in March 2007.
http://202.108.90.130/n480462/n5038
/n513111/n513397/7428564.html

ii. VAT of 8.5% for wind power
industry is half that of normal VAT of

29

17%, is in accordance wilWAT policy
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<I

NIV

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

on Comprehensive Utilization of
Resource and Other Products
(CaiShui[2008](156)) released by
Ministry of Finance and State
Administration of Taxation on
09/12/2008.
http://202.108.90.130/n8136506/n81
593/n8137537/n8138502/8714515.ht

iii. City build tax of 5% for the projects
located in the county or town.
http://202.108.90.130/n480462/n4805
/n480979/n554229/999267.html

http://202.108.90.130/n480462/n4805
/n480979/n554229/1007841.html

iv. Education added tax of 3% for the
projects located in the county or town
http://www.gov.cn/jrzg/2005-
09/24/content_69824.htm

The values of the taxes in the Revise(

6
I

13

13

FSR, PDD and IRR calculation forms
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]

Ny

Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
are accordance with the public
documents mentioned above.
4. Until now, the Equipment Purchase
Agreement (for the turbine and
generator) and the Tower Purchase
Agreement Contract have been signed
already. And the real expense of the two
parts is higher than the estimation in the
Revised FSR. The contracts have been
provided to DOE for the cross check.
CL3 B.3.3 The O & M costs mainly include the | OK. The reference clarifying that it is
, - , repair cost, salary & social welfare, | unlikely for the O&M cost to drop by
Ier;zreﬁg%t Clg.?i;t;/clr]g?tit igeﬁglikteoly E)r;)\t/;dee materials fee, other fee and the 63% has been added in the PDD pag

O&M cost to drop by 63%.

insurance fee. Based on the data
published by the Inner Mongolia
Autonomous Region Bureau of
Statistic, there is an increasing tender
of the salary and materials purchasing
prices. Therefore, it is unlikely for the
O&M costs to drop by 63% to reach th
benchmark rate of 8%.

13.
CL 3 is closed.

cy
]

e

http://www.nmatj.gov.cn/Html/jjshfztjg

11°}
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DNV
Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
guestion in
table 2
b/2009-7/0/2385.shtml
CL4 B.3.4 | Both of the two notifications have beenOK. The project owner informed
According to the EB 48 Annex 61, The Table 2b | provided to DOE. Chinese DNA and the UNFCCC
project participant needs to provide the G.1 secretariat of thg ' prpje ot
notifications in writing of the commencement ' commencement and their intention |to
of the project activity and of their intention to seek CDM status respectively on [11
seek CDM status both to the DNA of China| May 2009and 05 September 2009 /30J.
and UNFCCC secretariat. Softcopies of both two notifications
have been checked.
CL 4 is closed.
CLS B.10.5 Detailed information has been presentddK. The project participant has clarified
Clarification is sought to the monitoring B.10.6 in the Revised PDD. the monitoring frequency in B.7.2 of

frequency of metering equipment.

PDD version 4.0. The monitoring
method will be Continuous
measurement and at least monthly
recording.

CL 5 is closed.
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CERTIFICATE OFCOMPETENCE

Peng Huang

Qualification in accordance with DNV’s QualificaticGcheme CDM/JI (ICP-8-1-CDMJI-i1)

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

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hoavik, 1 September 2009

/‘(/[bd&/ &Ahb ;

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Qualification in accordance

Le (Kevin) Li

with DNV’s Qualificaticccheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor: | Yes

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

Landfill gas

Hydro power

Renewables Wind power

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Havik, 28 August 2008

/‘(/[bd&/ &Ahb .

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

zhi Ang (Walter) Tang

Qualification in accordance with DNV’s QualificaticGcheme CDM/JI (ICP-8-1-CDMJI-i1)

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

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Sept 2009

Efficiency of thermal power plants

July 2009  July 2009

Coal mine methane

Fuel switch

Sept 2009

Manure management

Waste / wastewater treatment

Energy efficiency

Sept 2009

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO; recovery

Sept 2009

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hoavik, 1 September 2009

/‘(/[bd&/ &Ahb .

Michael Lehmann

Technical Director, Climate Change Services
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CERTIFICATE OFCOMPETENCE

Zhu Chao

Qualification in accordance with DNV’s QualificaticGcheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor:

Technical Area

CDM CDM Sector Methodology Technical
Validator  Verifier Expert Expert Reviewer

Landfill gas

Hydro power

Renewables Wind power

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Jan 2009

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Heavik, 9 January 2009

/‘(/[bd&/ &Ahb .

Michael Lehmann

Technical Director, Climate Change Services



