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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Det Norske Veritas Certification AS (DNV) hasfprmed a validation of the “Guohua
Tongliao Kezuo zhongqgi Phatd9.5 MW Wind Farm Projetin China. The validation was
performed on the basis of UNFCCC criteria for thied Development Mechanism and host
Party criteria, as well as criteria given to prowédfor consistent project operations,
monitoring and reporting.

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

The host Party is China and the Annex | Party istéthKingdom. Both Parties fulfill the
participation criteria and have approved the prdjemd authorized the project participants.
The DNA of China confirmed that the project asdistchieving sustainable development.

The project correctly applies ACM0002 version 1Tohsolidated baseline & monitoring
methodology for grid-connected electricity generatirom 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@mg:
benefits to the mitigation of climate change. ltd&nonstrated that the project is not a likely
baseline scenario. Emission reductions attributabléhe project are hence additional to any
that would occur in the absence of the projectwtgti

The monitoring plan complies with the applied mdtilogy ACMO0002 version 11. Adequate
training and monitoring procedures have been dgwedoand will be implemented before the
starting date of the crediting period.

The total emission reductions from the project estéimated to be on the average 111 877
tCO.e per year over the 7-year renewable crediting @eiriThe emission reduction forecast
has been checked, and it is deemed likely thastiied amount is achieved given that the
underlying assumptions do not change.

In summary, it is DNV’s opinion that the “Guohuanbtiao Kezuo zhongqi Phasd9.5 MW
Wind Farm Projectin China as described in the PDD version 07 dags September 2010
meets all relevant UNFCCC requirements for the CBii all relevant host Party criteria
and correctly applies the baseline and monitoringttmdology ACM0002 version 11. DNV
thus requests the registration of the “Guohua TawKezuo zhonggi Phas&9.5 MW Wind
Farm Project as a CDM project.

Beijing and Oslo, 2010-12-15

Li, Lei Hendrik W. Brinks
CDM Validator Technical Director for CDM,
Beijing, China Det Norske Veritas Certification AS
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2 INTRODUCTION

Guohua (Tongliao) Wind power Co., Ltd has commissi Det Norske Veritas Certification
AS (DNV) to perform a validation of the Guohua Tbag Kezuo zhongqgi Phase | 49.5 MW
Wind Farm Projecproject in China (hereafter called “the projectThis report summarises
the findings of the validation of the project, merhed on the basis of UNFCCC criteria for
the CDM, as well as criteria given to provide fonsistent project operations, monitoring and
reporting. UNFCCC criteria refer to Article 12 dfet Kyoto Protocol, the CDM modalities
and procedures, and the subsequent decisions IGONeExecutive Board.

2.1 Objective

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

2.2 Scope

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

Protocol, the CDM modalities and procedures aseapie the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACMO0002 version 11. The dation was based on the
recommendations in the Validation and VerificatManual /26/.

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

3 METHODOLOGY
The validation consisted of the following three gt

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

I the resolution of outstanding issues and tlseiasce of the final validation report and
opinion.

The following sections outline each step in mortiile
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3.1 Desk review of the project design documentation
The following tables list the documentation thasweaviewed during the validation.

3.1.1 Documentation provided by the project participants

11/

121
13/
141

/51

16/

171

18/

19/

110/

111/

112/

113/

114/

115/

116/

117/

Chinese Renewable Energy Industries Associatione{@R CDM-PDD for project
activity “Guohua Tongliao Kezuo zhongqgi Phase | 49.5 MW Whiadm Projectin
China Version 06 dated 14 July 2010 and version 07dd2%eSeptember 2010

CREIA: IRR calculation spreadsheet, dated 25%&uber 2010

CREIA: EF & CER calculation spreadsheet, d&&dbeptember 2010

Beijing Guodian Water Resources & Electric PowegiBeering Co., Ltd: Feasibility
Study Report of “Guohua Tongliao Kezuo zhonggi Bh&gt9.5 MW Wind Farm
Project” in August 2006

FSR Approval by Development and Reform Commissidn lmner Mongolia
Autonomous Region issued on 9 November 2006

Beijing Guodian Water Resources & Electric PowergiBeering Co., Ltd:
Supplementary FSR dated December 2006

Inner Mongolia Exploration & Design Institute of éa Resources and Hydropower :
EIA of Guohua Tongliao Kezuo zhonggi Phase | 49.%/MVind Farm Project in
September 2006

EIA approval by Environmental Protection Bureaulwfier Mongolia Autonomous
Region issued on 25 September 2006

Trade and Industry Bureau of Inner Mongolia Autooisi Region: Business Licence
for Guohua (Tongliao) Wind power Co., Ltd, registsa no. 152300400000439
Guohua (Tongliao) Wind power Co., Ltd and East tAvengolia Power Grid
Company: Power Purchase & Sales Agreement, Datity2010

Guohua (Tongliao) Wind power Co., Ltd: Wind Turbir@enerator Purchasing
Contract with Dongfang Turbine Manufacture Co., deded 12 June 2007

Guohua (Tongliao) Wind power Co., Ltd: Constructi@ontract with Tongliao
Shizheng Lutong Engineering Co., Ltd, dated 10 Get@007

Heilongjiang Zhengxin Construction Co., Ltd: constion permission letter for the
proposed project, dated 20 November 2007

Guohua (Tongliao) Wind power Co., Ltd: Final AcctaiReport of Guohua Tongliao
Kezuo zhongqgi Phase | 49.5 MW Wind Farm Projec®20

Guohua (Tongliao) Wind power Co., Ltd: Grid conmegtcontract with East Inner-
Mongolia Power Grid Company, dated 28 December 2008

Guohua (Tongliao) Wind power Co., Ltd: Emission Rettbn Purchasing Agreement
with Merrill Lynch Commodities (Europe) Limited aat 25 July 2008

Guohua (Tongliao) Wind power Co., Ltd: Operatiopa# of the first date, dated 15
January 2009

Guohua (Tongliao) Wind power Co., Ltd: CDM Consntt#Agreement with CREIA
dated February 2007

Guohua (Tongliao) Wind power Co., Ltd: Board megtiminute for CDM
development decision dated January 2007

Guohua (Tongliao) Wind power Co., Ltd: MonitoringdaManagement Manual dated
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December 2008.

/18/  Guohua (Tongliao) Wind power Co., Ltd: 27 questmines of stakeholders
investigation dated March 2007

119/ Guohua (Tongliao) Wind power Co., Ltd: Re-validaticontract for “Guohua Tongliao
Kezuo zhongqi Phase | 49.5 MW Wind Farm ProjecthvdNV, dated 19 July 2010

3.1.2 Letters of approval

/20/ NDRC (DNA of China):Letter of approvaldated 30 September 2007 for Chinese
version, and October 2007 for English version.

121/ Department for Environment Food and Rural Affird\¢® of United Kingdom):Letter
of approvaldated 13 March 2008

3.1.3 Methodologies, tools and other guidance by the CDMxecutive Board

[22]  CDM Executive Board: Baseline and monitoring methodology ACMO0002,
Consolidated baseline methodology for grid-conngcédectricity generation from
renewable sourcgeversion 11

123/ CDM Executive BoardTool for the demonstration and assessment of atdiity,
version 5.2

124/ CDM Executive BoardTool to calculate the emission factor for an elity system,
version 2.0

25/ CDM Executive Board, Guidance for request for deora titled “Application of
AMO0005 and AMS-1.D in Chiriahttp://cdm.unfccc.int/Projects/Deviations

/26/  CDM Executive BoardClean Development Mechanism Validation and Vetiioce
Manual version 1.2, 30 July 2010.

http://cdm.unfccc.int/UserManagement/FileStoraggBAN6CWUV2LOESXQP3RM
BAID9FHK

1271 |pCC: 2006 IPCC Guidelines for National Greenhouse Gasemhories Reference
Manual,2006

128/ cDM Executive Board: Guidelines for completing the project design docutend
the proposed new baseline and monitoring methodedygersion 7, adopted at EB41

[29/  CDM Executive Boardnformation note on the highest tariffs appliedthg executive
board in its decisions on registeration of projeaisthe People’s Republic of China
version 01, dated June 2010.
http://cdm.unfccc.int/Reference/Notes/reg_noted7.pd

130/ EB51 meeting minute version 1.1: http://cdm.unficttEB/051/eb51rep.pdfdated 4
December 2009

131/ EB51 Annex58Guidelines on the Assessment of Investment Andlysision 3.1) 15
January 2010

3.1.4 Documentation used by DNV to validate / cross-checkhe information
provided by the project participants
132/ NDRC: The power grid partition in China and emission factalculation for each
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133/

134/

135/

136/

137/

138/
139/

140/

141/

http://ghs.ndrc.gov.cn/qjfzjz/t20090703_289357.htm

In 2002, Electricity Power System Reform was carraut by China State Council
which broke the state-monopoly of the electric $ygystem and separated the electric
power generation and electric grid operation irgotars in order to establish a more
commercialized power market:

Guofa[2002] No.5year 2002: http://www.china5e.com/show.php?coideAB549.

The Dali Phase Il wind farm project is a demortstra project supported by national
debt as “The fourth issue of national debt spdaiadl project”

news.eastday.conWind power is increasing in Keshiketeng @Qated 26 July 2006:
http://news.eastday.com/eastday/node545/node 1 2B8H3684.html

Da Mao Qi Bailingmiao phase one/two project wasetigyed and registered as a GS-
VER project to make it feasible:

SGS project information about Honiton Energy Baifiiao Phase one and two Wind
Farm Project

SGS:
http://www.sgsqualitynetwork.com/tradeassurancéfrofects/project.php?id=423;
dated 17 January 2008

SGS:
http://www.sgsqualitynetwork.com/tradeassurancéfiogects/project. php?id=554
dated 20 March 2009

Data source of wind farm projects in East Inner htua

www.cwea.org.cn:China Wind farm Installed Capacity Statistic in Z0@y Shi
Pengfei, dated 24 March 2008
http://www.cwea.org.cn/download/display info.asp@&sid=&id=25

UNFCCC database for CDM projects

http://cdm.unfccc.int/Projects/registered.html
http://cdm.unfccc.int/Projects/Validation/index.htm
http://cdm.ccchina.gov.cn/web/ltemList.asp

State Power Corporation of Chinaterim Rules on Economic Assessment of Electric
Engineering Retrofit Projects (trigldated March 2003.

China Electric Pres€hina Electric Power YearbopkR004~2008

China Statistic Pres€hina Energy Statistical Yearbgdk006~2008

NDRC: Summary of Statistic Materials on Power Indys2008

Approved tariff documents by NDRC:

NDRC: Notification of electricity tariff for wind powerrpjects Fa Gai Jia Ge
[2008]1876), 23 July 2008.

NDRC: Notification of electricity tariff for wind powerrpjects Fa Gai Jia Ge
[2007]1260), 09 June 2007.

NDRC: Notification of electricity tariff for wind powerrpjects Fa Gai Jia Ge
[2007]3303), 03 December 2007.

NDRC: Notification of electricity tariff for wind power rpjects Fa Gai Jia Ge
[2009]1906), 20 July 2009.

The references of the taxes involved in tiugeut:
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142/

143/

144/
145/

146/

1471

148/

State CouncilProvisional Regulations of the People’s Repubfi€bina on Value
Added Tax, State Council N0.134 [1998kued on 13 December 1993 and effective on
1 January 1994.

President of People’s Republic of Chimaterim regulations of Enterprise Income Tax
Law of People’s Republic of Chipeffective on 1 January 1994.

State Councillnterim Provision on Education Tax Laeffected on 1 October 2005.
http://www.law-lib.com/law/law_view1.asp?id=99771

NDRC:Notification of electricity tariff for wind powerrpjects Fa Gai Jia Ge
[2009]1906 20 July 2009.

State Administration of TaxatioNotification about confirming the implement time of
the adjusted company’s rate of salvage valBaosuihan [2005] No. 883, dated 11
November 2005.
http://www.chinatax.gov.cn/n8136506/n8136563/n8B1318193526/n8194270/8245
508.html

National Tax Bureau: Notification of Guoshui®#94] 038, dated 25 February 1994
China National Water Resources & Electric PoMaterials & Equipment Co., Ltd.:
Registered PDD of Inner Mongolia Dali Phase IV 48 Wind Power Project (Ref.
1628), version 05 dated 02 December 2007.
http://cdm.unfccc.int/UserManagement/File Storag8/RBR6GZASARWOENB4ZS
QA7RKEGSY

Li Junfeng:China Wind Power Report 2008ublished October 2008

http://www.wwfchina.org/wwfpress/publication/clined2008Chinawindpower.pdf
DNV: Validation report for “Guohua Tongliao Kezudddngqi Phase | 49.5 MW Wind
Farm Project in China”, report No.: 2008-0235; dat8 August 2008
http://cdm.unfccc.int/UserManagement/File Storag@MbGS34WVBO210YIXHQP
ZACE7FRT

GSP of f' validation of Guohua Tongliao Kezuo zhonggi Pha4@.5 MW Wind Farm
Project:

http://cdm.unfccc.int/Projects/DB/DNV-CUK121866813iew

3.2 Follow-up interviews with project stakeholders

On 8 September 2010, Mr. Li Lei from DNV Beijing fiok visited Dailiji County,
Kezuozhong Qi, Tongliao City of Inner Mongolia Aantumous Region in China, where the
project located and performed interviews with pcojstakeholders. Representatives of the
project owner Guohua (Tongliao) Wind power Co.,,litte project consultant CREIA were
interviewed to resolve the issues identified dutimg desk review.

DNV has checked that the proposed project everiepphe CDM from UNFCCC but was
rejected in EB 51 /31/. Then project participagnhsid a re-validation contract with DNV and
started validation again /19/. Meanwhile the projparticipant continued to perform the
project.
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Until the validation commencement, the proposedegtohas been totally completed and
under operation. DVN has checked the operationrtelmp project participant and could
confirm the commission date of the proposed projexst 15 January 2009 /14/.

At the project site DNV visited the wind farm, bésisstation, centre control room of Guohua
(Tongliao) Wind power Co., Ltd and found the progmbsproject was under normally
operation.

Date Name Organization Topic
149/ 8 Sep. Mr. Chen Guohua ~ > The development of wind power
2010  Guozhong; (Tongliao) Wind project in Inner Mongolia;

Mr. Wang Wei;  POWer Co.Ld o e approval status (incl. EIA
Ms. Li Jia approval, the FSR approval,
CDM project approval);

» Emission reduction monitoring

plan;

» Consulting process for
stakeholder’'s comments;

» Information of project
construction;

» Project management;
> Investment risks and barriers.

/50/ 8 Sep. Ms. Liu Ying CREIA > Baseline determination of the
2010 project;
> Applicability of selected
methodology ACM0002;
» Issues related to the
additionality;

» Common practice analysis;

Y

Emission reductions calculation;

» Emission reduction monitoring
plan and project management.

3.3 Resolution of outstanding issues

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

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

The validation protocol consists of four tables.eTdifferent columns in these tables are
described in the figure below. The completed vaiata protocol for the project activity
“Guohua Tongliadkezuo zhonggi Phase | 49.5 MW Wind Farm Prdj@&etChina is enclosed
in Appendix A to this report.

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

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

(b) The CDM requirements have not been met;
(c) There is a risk that emission reductions cannahbsitored or calculated.

A clarification request (CL) is raised if informati is insufficient or not clear enough to
determine whether the applicable CDM requiremeatetbeen met.

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

Requirement Reference

Conclusion

The requirements th

project must meet. or

eGives reference to the legislatig
agreement

where th

nThis

is either acceptable based on evide

eprovided OK) or a corrective action request

requirement is found.

(CAR) if a requirement is not met.

nce

Validation Protocol Table 2: Requirement Checklist

to the proposed CDM
project activity under
validation.

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

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

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

Corrective action and/
or clarification
requests

Ref. to checklist question
in table 2

Response by project
participants

Validation conclusion

TheCARs and/ orCLs
raised in Table 2 are
repeated here

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

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

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

Validation Protocol Tabl

e 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

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

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

Figure 1: Validation protocol tables
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3.4 Internal quality control

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

verification.

3.5 Validation team

Type of involvement
@ x 8
= = c
) [} [}
= 5 3| @
[} Q S| = o
Z| 3| E c| 8| E
2| 5|B|E|2|S|®
Sl x| 5| 6| @ £l o
£ ()] () o o [} o
. © [} = () > ()] (]
Role Last Name | FirstName |[Country | < | Q| 0| X | O F | &
Project manager Li Lei China | v
Technical team Li Lei China ViV v |V 4
leader/
CDM validator
Technical Tang Zhiang China v |V
reviewer

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

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

The final validation findings relate to the projetEsign as documented and described in the
PDD, version 07 dated 25 September 2010.

4.1 Participation requirements

The project participants are Guohua (Tongliao) Wiradver Co., Ltd of China and Merrill
Lynch Commodities (Europe) Limited of the Unitednidom. Both participating Parties,
China and the United Kingdom fulfill the requirenterior participating in a CDM project
activity. China ratified the Kyoto Protocol on 3Qudust 2002 and has established DNA,
National Development and Reform Commission (NDRRJe United Kingdom also ratified
the Kyoto Protocol on 31 May 2002 and has estadtisDNA, Department of Energy &
Climate Change.

DNV has verified the two LoAs provided by the pijearticipant, and could confirm that:

The DNA of China has issued the LoA on 30 Septen2®7 for Chinese version and in
October for English version, authorizing Guohuan@l@o) Wind power Co., Ltd as project
participant and also confirmed that the projectséssn achieving sustainable development;
DNV also checked the LoA issuance website of NDRC
(http://cdm.ccchina.gov.cn/web/Newslinfo.asp?New20#2) and could determine it validity
and authenticity /20/.

The DNA of the United Kingdom has issued the LoAl&March 2008, authorizing Merrill
Lynch Commodities (Europe) Limited as project map@nt. The issuance email of LOA by
the DNA of United Kingdom was mailed to the projgetrticipant. DNV has checked the
electronic copy /21/.

The validation did not reveal any information thadlicates the project can be seen as a
diversion of official development assistance (OD#é)ding towards China. According to the
LoA issued by the United Kingdom, any public furglifor the project activity did not result
in a diversion of UK'’s official development assista.

4.2 Project design

The project involves installation and operation 38 wind turbines in Dailiji County,
Kezuozhong Qi, Tongliao city, Inner Mongolia Autenous Region, north China. The
geographical coordinates of the project site i$ leagitude 122°57and north latitude 41°13
The physical boundary of the project includes thadwturbines and transmission system
along with the NECPG as the electrical grid to vahice project is physically connected. The
project’s spatial boundaries are clearly defined.

Based on the wind resource conditions, adopted FIBDD turbines with an installed generation
capacity each of 1.5 MW are selected, which carnistiai total generation capacity of 49.5 MW.
The installation also includes a central contra@mofor control, measurement and surveillance of
the wind farm/4/. The project applies state of the art technology.
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Based on DNV sectoral expertise and experiencanitas project in the region, DNV could
confirm that the project design engineering ref@otent good practices.

The project’'s system boundaries are clearly defiaedheNECPG which is in line with the
delineation of the grid boundaries regulated by DbIAChina.Being a renewable electricity
project, the project activity will generate greenke gas (GHG) emission reductions by
avoiding CQ emissions from electricity generation by fossélfpower plants.

The wind turbine generator contract between Gudfioagliao) Wind power Co., Ltd and
Dongfang Turbine Manufacture Co., Ltd was signed ®»dune 2007 /8/, and the construction
contract between Guohua (Tongliao) Wind power Cad, and Tongliao Shizheng Lutong
Engineering Co., Ltd was signed on 10 October 2007Thus 12 June 2007 was identified as
the first financial commitment of the proposed potjand the project starting date was
confirmed as 12 June 2007. DVN has checked theatiparreport by project participant and
confirmed the commission date of the proposed ptagel5 January 2009 /14/.

The project operating lifetime is 20 years. A reabie crediting period of 7 years has been
chosen for the project, starting from 1 May 2011hvén annual emission reduction 111 877
tones CQand total 783 139 tones G@uring the 7 years renewable crediting period.

The project description is deemed by DNV to be cletepand accurate.

4.3 Application of selected baseline and monitoring mébdology

The project applies the approved consolidated besehnd monitoring methodology
ACMO0002 version 11, titled “Consolidated baselineethodology for grid-connected
electricity generation from renewable source” /22/.

The applicability of this methodology is justifisthce:

- The project is a wind farm project with the insaéitbn capacity of 49.5 MW, which has
been confirmed from the FSR /4/.

- The electricity from the project activity is progasto be supplied to the NECPG, and
information on the characteristics of NECPG carlearly identified.

- The project is a new wind farm power plant withtatled capacity of 49.5 MW, not
involved switching from fossil fuels to renewableeegy sources at the site of the project
activity, as confirmed by FSR /4/.

4.4 Project boundary

The project boundary is clearly defined as the sftg@roject activity and all power plants

connected physically to the NECPG including Heilcantg, Jilin and Liaoning Province /32/.

There are no significant transmission constraim®regst the power plants of the NECPG
grid, nor with the proposed project. It is DNV’'siojon that the project boundary of Guohua
Tongliao Kezuo zhonggi Phase | 488V Wind Farm Projects clearly defined.

The emission source in this project boundary i®bewing table:

GHGs involved | Description
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Baseline emissions GO The NECPG.
Project emissions N/A Project emission is regam@edero as the

project is a renewable energy (wind
source) project.

Therefore no project emission sources of
more than 1% of the emission reductions
were identified.

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

4.5 Baseline identification

Since the project can be considered additionalSettion 4.5, the baseline scenario is in line
with ACMO0002 that the electricity delivered to tlggid by the project activity would
otherwise have been generated by the operatiomidfcgnnected power plants in NECPG
and by the addition of new generation sourcesefiscted in the combined margin (CM)
calculations described in the “Tool to calculate émission factor for an electricity system”.

The grid emission factor has been determierdntebased on the most recent information
available at the time of the PDD was web-hostedvailide fixed for the entire first crediting
period. This is reflected in the combined margiM{C the weighted average of the operating
margin (OM) emission factor and the build margit(Bemission factor. The weighting is set
to be 75% and 25% respectively.

4.6 Additionality

The additionality of the project has been establishsing the “Tool for the demonstration
and assessment of additionality” version 5.2 apgddwy the CDM-EB /23/.

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

The wind turbine generator contract between Gudhoagliao) Wind power Co., Ltd and

Dongfang Turbine Manufacture Co., Ltd was signedl@nJune 2007 /8/. The construction
contract between Guohua (Tongliao) Wind power Cal, and Tongliao Shizheng Lutong

Engineering Co., Ltd was signed on 10 October 2@d7and the construction permission
letter was issued by Heilongjiang Zhengxin CongtamcCo., Ltd on 20 November 2007 /10/.
Based on the above timeline 12 June 2007 was fahts the first financial commitment of
the proposed project and the project starting date confirmed as 12 June 2007.

Before the project starting date, the execute boafBuohua (Tongliao) Wind power Co., Ltd
held a meeting and decide to apply CDM becausepthposed project was not financial
attractive in January 2007 /16/. Then in Februa®@72the CDM consultant agreement
between Guohua (Tongliao) Wind power Co., Ltd arREM\ was signed /15/. CDM was
therefore seriously considered in the decisiorrta@ed with the project activity.

The project project did first time undergo globtkeholder consultation from 8 September
2007 to 7 October 2007 /48/, i.e. four months atfter starting date. After being rejected at
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EB51 on 4 December 2009 /30/, the project partitig@antinued to pursue CDM status and
conducted the second global stakeholder consuitatic31 Jule 2010 to 29 August 2010.

Since there were no gaps of more than two yearweeet initiatives by the project
participants to secure CDM status, sufficient éffdo secure CDM status was demonstrated.

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

4.6.2 ldentification of alternatives to the project activity

In accordance with “Tool for the demonstration @sdessment of additionality” version 5.2
paragraph 4 /23/ and ACM0002 the two options camrtthoperation of grid-connected power
plants including addition of new generation souncethe grid and the project activity were
considered.

4.6.3 Investment analysis

Choice of approach

As the project generates financial and economicetisnother than CDM related income
through the sales of electricity and the alterrafior the baseline scenario of the proposed
project is not a similar investment project, a thenark analysis is justified for conducting the
investment analysis.

4.6.4 Investment analysis: Benchmark selection

According to Interim Rules on Economic AssessmenElectrical Engineering Retrofit
Project /37/ which is still in valid, an IRR of 8%fter tax) for the total investment of a
project is regarded as a benchmark for investinignge scale hydropower plants, fossil fuel
fired plants as well as wind farm projects in Chiffdae benchmark of 8% (after tax) is
therefore appropriate for this project. DNV waseata confirm this is suitable and reasonable
as following:

1. This benchmark was determined by the nationalimidtration of this industry in China
1371;

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

3. This Interim Rules on Economic Assessment ottial Engineering Retrofit Project
referred to the risk premiums of large scale wiuarf power project /37/.

4.6.5 Investment analysis: Input parameters

The input parameters except the power tariff usethe financial analysis of this project
activity are all taken from the FSR developed byjiBg Guodian Water Resources & Electric
Power Engineering Co., Ltd on August 2006 and tippraval letter was issued by
Development and Reform Commission of Inner Mongofatonomous Region on 9
November 2006 /4/.

In the FSR the power tariff was an assumed onefy\bBt the FSR approval said “the power
tariff during the whole operational lifetime carfeeto the bidding electricity tariff of other
projects in Inner Mongolia” /4/. Thus under the uest of the project owner the FSR
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developer Beijing Guodian Water Resources & Eleddwer Engineering Co., Ltd made a
supplementary FSR adjust the power tariff refertimghe bidding electricity tariff of other
projects in Inner Mongolia as 0.5123 RMB/kWh (irdig VAT). DNV could determine that
except the power tariff there are no differencesvben the FSR and the supplementary FSR.

DNV compared the input parameters used in the @i@hmnalysis and included in the PDD
with the parameters stated in the FSR and supplameRSR. DNV was able to confirm that
all the values applied are consistent with the F&RI, the power tariff is consistent with the
supplementary FSR /4/.

The FSR was approved on 9 November 2006 /4/ angrtject starting date was on 12 June
2007 /8/. Given this negligible short period of ¢itbetween these it is unlikely in the context
of the project that the input values would haveeanally changed. It is thus reasonable to
assume that the FSR has been the basis of theatetisproceed with the investment in the
project.

Furthermore, the input parameters used in the éiahanalysis were compared with the data
reported for other registered CDM projects (httpiv.unfccc.int/Projects/registered.hyml
with the same generation technology in the samemegast Inner Mongolia. As shown in the
following table, the data comparison included itkreent cost per MW, other costs per kW
and annual O&M costs per kWh among wind power tsje East Inner Mongolia.

Table 1 - Wind power projects in East Inner Mongoli

Reg. MW Investment | Annual Other costs
No. cost O&M per per kW
MWh
(Yuan/kW) (RMB/MWh) (RMB/kW)
Saihanba East 45.05 MW Windfarm 0561 45.05 10 587 - -
Project
Saihanba North 45.05 MW Windfarm 0576 45.05 10 150 - -
Project
Inner Mongolia Chifeng Dongshan 0689 49.3 10 445 - -

49.3 MW Wind Power Project

Guohua Hulunbeier Xinbaerhu Yougi 0981 49.5 - -
Wind Farm Project

Inner Mongolia Chifeng Saihanba West 0994 30.6 9491 88.2 -

30.6 MW Wind Farm Project

Inner Mongolia Wudaogou 50.25 MW 1487 50.25 9 406 90.8 40
Wind Power Project

Inner Mongolia Sunjiaying 50.25 MW 1488 50.25 10 072 99.0 40
Wind Power Project

Inner Mongolia Dali Phase IV 49.5 MW 1628 49.5 11 049 177.6 9
Wind Power Project

Inner Mongolia Dali Phase V 49.5 MW 1629 49.5 11719 122.3 9
Wind Power Project

Guohua Tongliao Kezuo Zhongqi Phasel825 49.5 9 885 83.0 5

I 49.5 MW Wind Farm Project

Inner Mongolia Chifeng Bolike 50 MW 1830 50 10 372 70.8 10.8
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Wind Power Project

Inner Mongolia Chifeng Dongshan Phgase1869 50 10 180 65.4 7.2
I 50 MW Wind Power Project

Inner Mongolia Meiyaoshan Wind Farm 2381 49.92 9 240 108.3 21
Project

Guohua Chenbaerhu Qi Phase | 49.5 MW2472 49.5 9759 66.9 10
Wind Farm Project

Inner Mongolia Keyougiangi Wind Farm 2593 49.5 9769 109.3

Project

Huaneng Tongliao Baolongshan Phase 12599 49.5 10 800 80.1 13.37
Wind Farm Project

Inner Mongolia Chifeng Saihanha 2617 49.5 9 389 104.4 10
Qingmachang Wind Power Project

Inner Mongolia Tongliao Huolinhe Wind 2886 50 9188 86.0 30
Power Project

Datang Chifeng Bolikdl Wind Power| 3105 50 10 164 86.2 -
Project

The proposed project 49.5 8 990 106.3 40

(1) | nvestment costs

It can be seen from the table above that the invest cost per kW is 8 990 RMB/kW for the
proposed project, which is lower than all similaojpct in East Inner Mongolia in the above
table (9 188 RMB/kW — 11 719 RMB/KW). This is cons#ive.

Futhermore, DNV has checked the main turbine gemeparchase contract /8/ and the main
construction contract /9/, whose value occupiedrge proportion (90.89%) of the total

investment value assumed in the FSR /4/. DNV hasiee that the total value of the main

turbine generator purchase contract /8/ and then roamstruction contract /9/ is 5% higher
than the budget value in the approved FSR /4/.

Hence, the investment cost applied in the investmealysis is deemed conservative.

(2) O& M costs

The operating costs of the wind power project idelemployee expenditure, maintenance
and repairs rate, insurance, materials, and otiss ¢4/.

The O&M costs for wind power projects may vary bie slocation, conditions for
transportation, applied technology and number diites. The annual O&M cost per output
electricity for the proposed project is 106.3 RMBAM /4/, which was found to be within the
range of other wind farms in East Inner Mongoli&.6RMB/MWh - 177.6 RMB/MWh) as
shown in the table above.

(3) Other costs

The other costs of the proposed project applietthénFSR developed by Guohua (Tongliao)
Wind power Co., Ltd in August 2006 was verified BNV /4/. DNV has verified that the
“other costs” mainly constitutes of travel expenseSiice expenses, training fee, traffic
expenses and union due, etc., which is isolatenh filoe costs of maintenance, insurance,
materials fee, salary and welfare in the O&M cost.
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The estimated other O&M cost per unit of electyiaf the project is 40 RMB/KW /4/, which

is within the range of all the registered CDM wipibjects in the east Inner Mongolia of 5
RMB/KW to 40 RMB/KW. As tested in the IRR spreadstheven the other cost was assumed
zero, the tested IRR was 6.68% and still belowkttechmark. Thus the other cost value is
reasonable.

(4) Electricity generation (plant load factor)

The plant load factor of the proposed project isveel from the FSR prepared by Beijing
Guodian Water Resources & Electric Power Enginge@n., Ltd which was an independent
third party accredited by the government. The FSR ®also approved by local government -
Development and Reform Commission of Inner Mongofiatonomous Region on 9
November 2006 /4/. Hence, the plant load factahefproject can be considered information
provided by a trustworthy and recognized source.

Annex 11 to the CDM EB’s 48meeting report gives a guideline for validation pdént
load factor for renewable energy. One option isuse plant load factor provided to the
government while applying the project activity fionplementation approval. The FSR has
this purpose and hence according to current CDMilatign, the checking that the value
is in line with the FSR should be considered sigfit for validation of plant load factor.
This estimated electricity generation used in ti¥DHRs for this project in line with the

FSR.

As per the approved FSR, the expected power gemeaiftthe proposed project is calculated
by an independent qualified design institute onltagis of wind assessment records of passed
26 years (1971-2005) and one year (August 2005 gusu 2006) wind resources
measurement /4/. The volume of annual generatieretbre represents the long-term average
power supply during the lifetime of the wind fartaking into account yearly variations in
power generation.

(5) Power tariff

The power tariff was an assumed value in the FSR thee FSR approval said “the power
tariff during the whole operational lifetime carfeeto the bidding electricity tariff of other
projects in Inner Mongolia” /4/. Thus by requesinr the project owner the FSR developer
Beijing Guodian Water Resources & Electric PowergiBeering Co., Ltd made a
supplementary FSR to include the bidding elecyri¢ariff of other projects in East Inner
Mongolia which is 0.5123 RMB/kWh (including VAT).

DNV has checked the tariff guiding document “Naft#iion of electricity tariff for wind
power projects, Fa Gai Jia Ge [2007]1260” issuetNBYRC on 6 July 2007 /40/ which is the
latest notification before the project startingedd® June 2007, and the tariff in the East Inner
Mongolia was 0.54 RMB/kWh (including VAT) according this notification. Furthermore
DNV performed the site visit and confirm that thegosed project has been completed and
under operation at the validation time.

In China, the electric power system reform was engnted by the State Council in 2002
which led to a diversification in the ownershippafwer generation and the tariff reform /33/.
After the reform, power companies and grid companiere separated to be more market
oriented; as a result, power projects prior to 2@dRoyed higher electricity price than
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projects after 2002. The approved tariffs for wpwver projects in East Inner Mongolia and
West Inner Mongolia are different due to export different grids and different wind
resources in these two regions. The proposed prigjéacated in East Inner Mongolia.

Therefore, sourced fronChina Wind Farms Capacity Statistics in 20@Ad UNFCCC
website /36/, the projects after 2002 in East Inviengolia were listed in the table 3 below
for tariff comparison.

Table 2: Wind power projects in East Inner Mongdliatonomous Region after Year 2002

Tariff
Installed Tariff Incl.
No. Project name capacity, | Tariff source approval VAT, Note
MW time RMB/KW
h
Demonstration projects in East Inner Mongolia Autoromous Region
PDD of Ref. 2007-4 Demonstr
1 | Dali Phase Ill Wind Power Project 31.2 1628 /45/ (1628 0.79 .
GSP) ation
Concessional projects in East Inner Mongolia Autonmous Region
Huadian Tongliao Beiginhe 300MW Wind ChinaWind | 5547 44
2 Farm Project 300 Power Report 30 0.5216 Ref. 3091
2008 /46/
Commercial projects in East Inner Mongolia Autonomais Region
3 Inner Mongolia Chifeng Saihanba West 30.6 30.6 Fagaijiage 2007-6-9 0.54 Ref. 0994
MW Wind farm Project [2007] 1260 /40/
4 Inner Mongolia Sunjiaying 50.25MW Wind 50.25 Fagaijiage 2007-6-9 0.54 Ref. 1488
Power Project [2007] 1260 /40/
5 Inner Mongolia Wudaogou 50.25MW Windl 50.25 Fagaijiage 2007-6-9 0.54 Ref. 1487
Power Project ) [2007] 1260 /40/
6 Guohua Hulunbeier Xinbaerhu Youqi 49.5 495 Fagaijiage 2007-6-9 0.54 Ref. 0981
MW Wind Farm Project ) [2007] 1260 /40/
7 Inner Mongolia Chifeng Dongshan 49.3 493 Fagaijiage 2007-6-9 0.54 Ref. 0689
MW Wind Power Project ) [2007] 1260 /40/
8 Saihanba North 45.05 MW Windfarm 45.05 Fagaijiage 2007-6-9 0.54 Ref. 0576
Project [2007] 1260 /40/
. . . 45.05 Fagaijiage 2007-6-9 0.54 Ref. 0561
9 Saihanba East 45.05 MW Windfarm Project [2007] 1260 /40/
10 Inner Mongolia Chifeng Dongshan Phase |l 50 Fagaijiage 2007-12-3 0.54 Ref. 1869
50MW Wind Power Project [2007] 3303 /40/
. . . . Fagaijiage Applying
11 | Chifeng Sunjiaying Wind Power Project 49.3 [2007] 3303 /40/ 2007-12-3 0.54 CDM
12 Inner Mongolia Keyougiangi Wind Farm 49.3 Fagaijiage 2007-12-3 0.5325 Ref. 2598
Project ) [2007] 3303 /40/
13 Inner Mongolia Chifeng Bolike 50MW 50 Fagaijiage 2007-12-3 0.54 Ref. 183
Wind Power Project [2007] 3303 /40/
Inner Mongolia Keshiketeng County Fagaijiage 2007-12-3 0.54 Ref. 2420
14 | Wutaohai South Wind Farm 49.5 MW 49.5 [2007] 3303 /40/
Project
15 Inner Mongolia Dali Phase IV 49.5MW 495 Fagaijiage 2008-7-23 0.54 Ref. 162§
Wind Power Project ’ [2008] 1876 /40/
16 Inner Mongolia Chifeng Daguangdingzishan 493 Fagaijiage 2008-7-23 0.54 Ref. 311
Wind Power Project ) [2008] 1876 /40/
17 Inner Mongolia Chifeng Daheishan Wind 493 Fagaijiage 2008-7-23 0.54 Applying
Power Project ’ [2008] 1876 /40/ CDM
18 Inner Mongolia Mangniuhai Wind Farm 493 Fagaijiage 2007-12-3 0.54 Applying
Project ) [2007] 3303 /40/ CDM
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19 Guohua Tongliao Kezuo Zhonggi Phase | 495 Fagaijiage 2007-12-3 0.54 Ref. 2214
49.5 MW Wind Farm Project ) [2007] 3303 /40/

20 Inner Mongolia Wengniute Banner 50 Fagaijiage 2007-12-3 0.54 Applying
Wudaogou Wind Power Project (I1) [2007] 3303 /40/ CDM

21 Inner Mongolia Meiyaoshan Wind Farm 49.92 Fagaijiage 2007-12-3 0.54 Ref. 2381
Project ) [2007] 3303 /40/

22 Inner Mongolia Chifeng Gaofeng Wind 50 Fagaijiage 2008-7-23 0.54 Applying
Power Project [2008] 1876 /40/ CDM

23 Inner Mongolia Tongliao Baolongshan 495 Fagaijiage 2008-7-23 0.54 Applying
49.5MW Wind Power Project ) [2008] 1876 /40/ CDM

24 Inner Mongolia Dali Phase V 49.5MW 495 Fagaijiage 2008-7-23 0.54 Ref. 1629
Wind Power Project ) [2008] 1876 /40/

From the table 2, it was found that there were xistiag commercial wind farms in East
Inner Mongolia before 2006, only the demonstrapooject Dali phase 11l wind farm project
which was supported by national debt fund /45/; &nch 2006 to now, the tariff for wind
power projects in East Inner Mongolia has beenlstab0.54 RMB/kWh (incl. VAT), which

have been approved by NDRC except for two wind gmtsj, Huadian Tongliao Beiginghe
300 MW Wind Farm Project which is a concessionaljgmt with the approved tariff of
0.5216 RMB/kWh (incl. VAT) /46/ and Inner Mongolikeyougiangi Wind Farm Project with
approved tariff of 0.5325 RMB/kWh (incl. VAT) /40/.

The “information note on the highest tariffs apgligy the executive board in its decisions on
registration of projects in the People’s RepubficChina” /29/ indentify the highest tariff in
the Inner Mongolia Autonomous Region as 0.54 RMBlk{ivicl. VAT).

The highest tariff 0.54 RMB/kKWh (incl. VAT) in thiRR calculation spreadsheet leads to an
IRR became 6.91%, which is still below the benchmar

Furthermore DNV has also checked the PPA signeddsst Guohua (Tongliao) Wind power
Co., Ltd and East Inner-Mongolia Power Grid Company9 July 2010 and verified that the
actual power tariff during operation for the propdsproject is 0.54 RMB/kWh (including
VAT).

Hence, DNV could confirm that the tariff 0.5123 RKB/h (including VAT) applied in the
proposed project for all years of operation is ptaigle at the time of the investment and that
with the actual tariff of 0.54 RMB/kWh the projéstalso not financially attractive.

(6) Taxes

According to the current law in China, The StatatéPeople's Republic of China on value
added tax, the VAT is defined as 17% for indusimyorder to encourage the development of
wind power in China, the Ministry of Finance an@t8tAdministration of Taxation provides

tax reduction for wind power projects which is 8.5%84/.

According to Interim regulations of Enterprise Ino® Tax Law of People’s Republic of
China issued by Chairman of the Peoples Republi€mha on 1 January 1994 /41/, the
income tax for normal enterprise is 25%, but fa kiigh-tech enterprise the tax rate could be
15%. The income tax rate applied in the investnagatlysis for the proposed project is 15%,
DNV could confirm it appropriate and conservative.

DNV has verified the business license of Guohuangliao) Wind power Co., Ltd and
confirm the Guohua (Tongliao) Wind power Co., L&la joint ventures company /6/ and
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according to the notification Guoshuifa [994] 038 Kational Tax Bureau /44/, both city
building tax and education added tax can enjoyakénoliday.

In the IRR calculation spreadsheet, the tax benéfidm interest are included /2/, which is
complied with theGuidance on the Assessment of Investment Angisision 3.1) issued in
CDM EB51 annex 58 /31/. DNV could determine thigsppropriate and acceptable.

The residual value is 5% and the depreciation isyé&éars, which are in line with the
government document: Notification about confirmitige implement time of the adjusted
company’s rate of salvage value Guoshuihan [20@5]383 /43/.

As mentioned in the section 4.6.1, the projectipipeint performed the*1ICDM registration
application and the PDD version 1 of 10 August 20@& made publicly available on the
CDM website and Parties, stakeholders and NGOs wewmgh the CDM website /48/
invited to provide comments during a 30 days pefioth 8 September to 7 October 2007.
The project was finially rejected on EB51 dated @c@&mber 2009 /30/. DNV can determine
that the parameters applied in the investment aisalin the I' validation and the re-
validation are consistent. The only change is & te-validation the project participant has
applied theGuidance on the Assessment of Investment Anglesision 3.1) issued in CDM
EB51 annex 58 /31/ and the tax benefits from isteaee included in the IRR calculation.

By in addition applying our sectoral competence,\DWNas able to confirm that the input
parameters used in the financial analysis are nedde and adequately represent the
economic situation of the project.

4.6.6 Investment analysis: Calculation and conclusion

The IRR calculations covering 20 years of operati@ne provided in a spreadsheet /2/. The
calculations were verified and found to be cordegtDNV. The assumptions used in the
calculations were deemed to be correct by DNV. piogect IRR without CDM revenues is
6.10%, which confirms that the project in the aleseaf CDM benefits and compared to the
benchmark of 8% is not financially attractive. W@ER revenues the project IRR increases
to 9.34%, which is above the benchmark of 8%.

4.6.7 Investment analysis: Sensitivity analysis

A sensitivity analysis has been carried out forapaters contributing more than 20% to

revenues or costs to check the robustness of naedial analysis. Reasonable variations of
the static investment, annual operational costs$,aamual output delivered to the grid and on-

grid tariff were checked by calculating the vaoatinecessary to reach the benchmark and
then discussing the likelihood for that to happldone of the parameters in the sensitivity

analysis are considered to have any significantipesorrelation.

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

Kev Indicators Variation of the parameter indicator needed to reach
& benchmark 8%
Static investment cost -13.7%
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Annual O&M cost -63%

Electricity tariff 12.1%

Annual output delivere

0,
to the grid 12.1%

1) Total Static Investment:

The proposed project has been completed at validaind the final final account report was
in place. DNV has checked the final account repgrGuohua (Tongliao) Wind power Co.,
Ltd and found that the actual expenditure of theppsed project is 486.084 million RMB
/11/, which is more than the total investment assdim FSR 455.37 million RMB /4/.

Hence DNV could confirm that the static total inveent is not likely to decrease by more
than 13.7% based on the assumed investment inrSRe F

2) O&M cost:

The annual O&M cost per output electricity for fr@posed project is 106.3 RMB/MWh /4/.
The percentage of O&M costs per output electrigieys found to be within the range of other
wind farms in East Inner Mongolia (65.4 RMB/kWh 7716 RMB/kWh) as per the table in
section 4.5.5. If the O&M costs decrease 63% theevavould become 39.3 RMB/MWh,
which is far beyond the normal region 65.4 RMB/kWI77.6 RMB/kWh.

Hence DNV can determine the annual O&M cost islikety to decrease as much as 63%.
3) Power Tariff:

If the assumed power tariff 0.5123 RMB/kWh (inclugliVAT) in the supplementary FSR /4/
increase 12.1% then it will be 0.5743 RMB/kWh (irdihg VAT).

At validation the proposed project has been undesration and the PPSA was signed
between PP and East Inner-Mongolia Power Grid CompaNV has checked the PPSA and
confirmed the power tariff is fixed as 0.54 RMB/kWincluding VAT) in the whole
operation period of the proposed project /7/.

Thus DNV could confirm it is unlikely that the tinncreases 12.1% to make the project-IRR
reach the benchmark.

4) Annual Power Generation:

The annual power generation (plant load factorhefproposed project was estimated by an
independent third party accredited by the governmidence, the plant load factor of the
project can be considered information provided hyuatworthy and recognized source. The
expected power generation of the proposed pragectlculated by an independent qualified
design institute on the basis of wind assessmeuwtds of passed 26 years (1971-2005) and
one year (August 2005 - August 2006) wind resoumesisurement /4/. The volume of
annual generation therefore represents the lomg-é&erage power supply during the lifetime
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of the wind farm, taking into account yearly vainas in power generation.

Thus DNV can confirm it unlikely for the annual geation output to increase 12.1% higher
than the estimated value.

4.6.8 Common Practice

In China, most policies are promulgated in prowahd¢gvel by combining the national policy
with the region’s condition. In addition, abundamtd high quality wind resources in Inner
Mongolia Autonomous Region make this region differigEom other regions in the aspect of
electricity output, eventually in the aspect of mammic feasibility. Hence, it is reasonable that
Inner Mongolia Autonomous Region is selected apsdor common practice analysis.

It is reasonable to define as the analysis capanitye than 15 MW of the wind power
projects.

The chosen year benchmark after 2002 is reasoresb2002 is a threshold for economic
reform in electricity sector /33/.

Following the above mentioned scope there are twagegts not applying CDM: 1) Inner
Mongolia Chifeng Dali Wind Power Project (Phasé B) Honiton Energy Bailingmiao wind
farm project.

Inner Mongolia Chifeng Dali Wind Power Project (Bidll) is a demonstration project and
benefits from favourable policy /37/ which is netdable for the proposed project. Honiton
Energy Bailingmiao wind farm project /38/ use fgreicapital and thus not eligible for CDM
under the Chinese DNA rules; therefore, it hadearbplemented as a Gold Standard VER
project, meeting the same additionality criteria.

DNV has checked all sources /36/ mentioned in tb® Rand could conclude that the
construction of a wind farm project of 49.5 MW igtrm common practice in Inner Mongolia
Autonomous Region.

Thus, it was shown that this project is not finahaittractive and common practice. DNV can
confirm all assumptions and analysis as well asrtftgmation source.

In summary, it is demonstrated that the projechas a likely baseline scenario and the
emission reductions are additional to what wouldehhappened in absence of the project
activity.

4.7 Monitoring

The monitoring methodology selected complies with tequirements of ACM0002 version
11 “Consolidated monitoring methodology for zeroigsions grid-connected electricity
generation from renewable sources” /22/.

4.7.1 Parameters determined ex-ante

The combined margin emission factor is determimadante based on the most recent
information available at the time of the validatistarting date. The detailed calculations of
the combined margin emission factor are describedhe following section 4.6. The
parameters are listed below table are from ChinarggnStatistic Yearbook 2006-2008 /39/
and China Electric Power Yearbook 2004-2008 /38/@aiculated in ER spreadsheet /3/:
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Data and Parameters Unit Ex-ante Determined Value
Operating margin of NECPG (OM)| tCO,/MWh 1.1293
Build Margin of NECPG (BM) tC@MWh 0.7241
Emission factor of NECPG (CM) tCGMMWh 1.0280

4.7.2 Parameters monitored ex-post

The parameter monitoreex-postis the electricity supplied to NECPG from the prsed
project activity. Two bidirectional meters (onenmsin meter and the other one is backup)
both with accuracy 0.2S will be installed on thetimes which were both connected to the
220 kV substation to measure both the electrickgogted and imported by the proposed
project and other projects /1/.

As shown in the flow chat below there are also smaeters with accuracy 0.5 installed before
the on-site 220 kV transformers of the proposedeptaand other projects and thus the net
electricity imported to the NECPG by the proposeggzt will be calculated with the formula
as below based on the values of the main metetrenshare meters:

Grid

Substation (220kV)

On-site 220 kV On-site220 kv
transformers 1 transformers x

On-site
Meter x

Proposed Project (P Other Projects owneq
by the sameroject
owner (X)

EGP,y = EGrotal,y>< EP y/( EP y+ EX })
Where:
EG, , is the calculated net electricity supplied from fineposed project (P) in year y;
EG.., IS the total net electricity supplied to the NECB®the proposed project (P) and
other projects (X) in year y, read by the main mete
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E, , is the electricity export by the other projecty @wned by the same project owner in

year y, read by share on-site meter x;
E, , isthe electricity export by the proposed projecti(Pyear y, read by share on-site meter

1.

The detailed information will be stated in the Momning and Management Manual and
updated in accordance with PPSA /7/. All meterd kel calibrated once a year according to
the local industrial regulation.

The electricity generation will be continuously reeeed and recorded monthly. This data
will be cross verified against the sales receigtaDwill be archived for 2 years following the
end of the last crediting period by means of etettr and paper backup. Guohua (Tongliao)
Wind power Co., Ltd will be responsible for the mie monitoring and reporting and will
keep all the dates and material /1/.

The monitoring plan will give opportunity for reaheasurements of achieved emission
reductions. DNV can confirm the project particigartave the ability to implement the
monitoring plan.

4.7.3 Management system and quality assurance

The project’s monitoring plan includes:

1. The users - who use the monitoring plan

2. Operational and management structure for mangor

3. Monitoring

4. Calibration of Meters & Metering

5. Quality Assurance and Quality Control

6. Data Management System

7. Monitoring Report

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

4.8 Estimation of GHG emissions

The emission reductions (ERby the project activity during the crediting petiis the
difference between baseline emissions JjBroject emissions (REand emissions due to
leakage (1), as follows:

1) Baseline emissions: baseline emissions, (BECO,) are the product of the grid emission
factor (EFgig,cmy in tCO/MWh) times the electricity supplied by the projedtivity to the
grid (EG, in MWh).

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

3) Leakage: No leakage has to be considered fqurtty@osed project activity.

The grid emission factor for the project is detemed ex-ante as a combined margin,
consisting of combination of the operating margdM) and build margin (BM) according to
“Tool to calculate the emission factor for an elmity systerfiversion 2.0 /24/ and Guidance
for request for deviation titledApplication of AM0O005 and AMS-I.D in Chin&5/, based on
the most recent information available at the timeew the PDD was web-hosted on 2
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November 2009. It has been calculated as the wagaverage (v = 0.75: vy = 0.25) of
the operating margin and the build margin.

The data used in the EF calculation is in accordamith data in the China Electric Power
Yearbook from 2004 to 2008 (published annually)//3®e China Energy Statistical
Yearbook from 2006 to 2008 /39/, IPCC data and Snenmary of Statistic Materials on
Power Industry by NDR39/.

Operating Margin: Simple OM was chosen and thigissified since the low cost /must run
resources constitute less than 50% of (5.44%, 4, B286%, 7.98%, 5.69% and 5.53% from
the year 2002 to 2007) total grid generation /38/.

Aggregated generation and fuel consumption data usexl due to the fact that more
disaggregated data are not available in the NEGR®oh B). The total electricity delivered
to the NECPG has been used which is obtained frenChina Electric Power Yearbook from
2004 to 2008 (published annually). Country spedifita for net calorific value of each type
of fossil fuel, the statistic data for fuel consuiap of fossil fuels within the grid, electricity
transported between grids are obtained from the&Energy Statistical Yearbook from 2006
to 2008, the IPCC 2006 default values for the eimmstactor of different kinds of fossil fuels
and theSummary of Statistic Materials on Power Industry MRPRC /27//38//39/. The
emission factors of each type of fossil fuel arerded reasonable. In the documents issued by
NDRC, there is the lower limit of the 95% percennfidence intervals for COemission
factor of fossil fuels from IPCC 2006 /27/.

The OM is calculated to be 1.1293 t@MWh. The sources and calculation have been
verified by DNV /3/.

Build Margin: Build margin was determinex-ante Because plant specific fuel consumption
and electricity generation data are not publiclgible in China, the guidance requested by
DNV from the CDM Executive Board for a deviation tife baseline methodology of
AMO005 has been applied for calculation of the dbunlargin (BM) emission factor for this
project:

» Use of capacity additions from the years 2004 10728 chosen and reaches 21.39%
of the total installed capacity /38/.

 Use of weights estimated using installed capaaitypiace of annual electricity
generation. Thermal power plant accounts for 88.4%%he total installed capacity
additions in this period. Since specific data facte technology is not available, the
fraction of fuels (coal 98.59%; natural gas 1.23#0.18%) was estimated from the
CO; intensity for the fuels used in NECPG /38//39/.

» Efficiencies of 38.10% for coal power plants and9996 for oil or gas power plants
are defined as the best technology commerciallylaba in China by the DNA of
China /32/.

Country specific net calorific value of each kinfl fael from the China Energy Statistics
Yearbook 2008, and IPCC 2006 default values forseimn factors of each kind of fuel and
carbon oxidization factor are used to calculateBhein the NECPG. The official supporting
documentation has been verified /27//38//39/.

0.7241 tCQe/MWh is calculated as BM which was verified by firevided emission factor
calculation spreadsheet /3/.
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The resulting combined margin emission factor 10&80,e /MWh is fixedex-antefor the
first crediting period. The annual electricity delied to the NECPG is expected to be
116 820 MWh. The expected annual baseline emisgdaction of the project is 111 877
tCOse.

DNV has referred the validation report of tH&vhlidation of the proposed project /47/ and
found the EF of the year 2005 in th& vialidation period is 1.1461 tG® /MWh, thus DNV
can determine that the 1.0280 t@O'MWh of the year 2007 is more conservative and
acceptable.

In summary, the GHG calculations are complete amusparent, and their accuracy has been
verified. No other project emission or leakage searcontributing more than 1% and not
mentioned by the methodology have been found.

4.9 Environmental impacts

An Environmental Impact Assessment (EIA) of the jgcb activity completed by Inner
Mongolia Exploration & Design Institute of Water airces and Hydropower on September
2006 /5/ has been conducted and the potential @mmiental impacts, such as waste water,
noise and waste gas, have been sufficiently idedtifNo significant environmental impacts
are expected from the project activity. The Enuvnemtal Protection Bureau of Inner
Mongolia Autonomous Region approved the EIA on 2pt8mber 2006 /5/.

4.10 Comments by local stakeholders

The project participants carried out a public syrvan the project in the format of
guestionnaires on 25 March 2007. 1-page questioemaere distributed to the households.
The questionnaire was designed to be understandaideeasy to fill in for the local
stakeholders. The survey had a 100% responseStatguestionnaires returned out of 50) and
according to the comments summary received froral lstakeholders, there is no negative
opinion on this project /18/.

DNV can confirm the adequacy of the local stake@pltbnsultation process.

4.11 Comments by Parties, stakeholders and NGOs

The PDD version 01 dated 10 August 2007 was mabbkcpuavailable on the CDM website
and Parties, stakeholders and NGOs were through t@G®M website
(http://cdm.unfccc.int/Projects/Validation/DB/47SYXWQP21VAAECIATHCR8QVFUIM
/view.html) invited to provide comments during a 30 daysqeefrom 08 September 2007 -
07 October 2007. No comments were received inpiiid.

The proposed project was finally rejected in EBdbiting the first the validation /30/.

Otherwise the project participant decided to carmgirio secure the CDM and go on the
validation process. Then the updated PDD versioddéd 14 July 2010 was made publicly
available on the CDM website and Parties, stakefisldnd NGOs were through the CDM
website
(http://cdm.unfccc.int/Projects/Validation/DB/TOE3WWXWPDG4I0CRS17T91FQ2C2B8/v
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iew.html) invited to provide comments during a 30 days querirom 31 July 2010 - 29
August 2010. No comments were received in thisogeri

- 000 -
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Table 1 Mandatory requirements for Clean DevelopmenMechanism (CDM) project activities
Requirement Reference Conclusion

About Parties

1. The project shall assist Parties included in Aniniexachieving compliance with | Kyoto Protocol Art.12.2 —CAR
part of their emission reduction commitment under 3. oK

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

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

CDM Modalities and Procedures 840a

4. The project shall assist non-Annex | Parties ineaghg sustainable developmentKyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoshtry 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 resufEDM Modalities and Procedures
in a diversion of official development assistanod & separate from and is not | Appendix B, § 2
counted towards the financial obligations of theadies.

6. Parties participating in the CDM shall designateatonal authority for the CDM.| CDM Modalities aRdocedures 8§29 OK

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

8. The participating Annex | Party’s assigned amotatlshave been calculated andCDM Modalities and Procedures 831b OK
recorded.

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

About additionality

10.Reduction in GHG emissions shall be additionalrty #aat would occur in the Kyoto Protocol Art. 12.5c, cL1
absence of the project activity, i.e. a CDM progdtivity is additional if CDM Modalities and Procedures 843 CL2
anthropogenic emissions of greenhouse gases bgesoare reduced below thosg
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Requirement Reference Conclusion
that would have occurred in the absence of thestexgid CDM project activity. OK

About forecast emission reductions and environmentampacts

11.The emission reductions shall be real, measuratneyeve 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 environmeantphcts of the project CDM Modalities and Procedures 837c OK
activity, including transboundary impacts, shalldodmitted, and, if those impacts
are considered significant by the project partiotpar the Host Party, an
environmental impact assessment in accordancepnoitedures as required by the
Host Party shall be carried out.

About stakeholder involvement

13.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.

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

Other OK

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

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

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

18. Provisions for monitoring, verification and repadishall be in accordance with | CDM Modalities and Procedures 837f c3
the modalities described in the Marrakech Accordsralevant decisions of the OK
COP/MOP.
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Table 2 Requirements checklist

- Draft | Final
. Concl. Concl.

Checklist Question Assessment by DNV

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

A.1.1 Does section A.1 of the PDD include a clearly /1/ DR  [X Clearly identifiable title of the project OK
identifiable project title, version number of thB[P activity
and date of the PDD? X] Version number of the PDD is included
X] Date of the PDD is included.
A.1.2 Isthe PDD is in accordance with the applicable /1/ DR [X Yes OK
requirements for completing PDDs? If no, list where the PDD is not in
accordance:

A.2  Description of the project activity (VVM para 58-64)

A.2.1 How was the design of the project assessed? /DR | What type is the project? OK
149/ I [] Project in existing facility or utilizing
/50/ existing equipment(s)

[] Project is either a large scale

project or a small scale project with
emission reductions exceeding 15 000
tCOse per year. In this case, a site visit
must be performed.

[] Project is a bundled small scale
project, with each project in the bundle
with emission reductions not exceeding
15,000 tCQe per year. In such case the
number of physical site visits may be

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft = Final

. Concl. = Concl.
based on sampling, if the sampling size
is appropriately justified through
statistical analysis.
[] The project is an individual small
scale project activity with emission
reductions not exceeding 15 000 €0
per year. In this case, DOE may not
conduct a physical site visit as
appropriate.

X Greenfield project

Checklist Question Assessment by DNV

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

[] Reviewing available designs and
feasibility studies

On 8 September 2009, Mr. Li Lei from DNV
Beijing office visited Dailiji County,
Kezuozhong Qi, Tongliao City of Inner
Mongolia Autonomous Region in China,
where the project located and performed
interviews  with  project stakeholders.
Representatives of the project owner Guohua
(Tongliao) Wind power Co., Ltd, the project
consultant CREIA and the CER buyer Merrill
Lynch Commodities (Europe) Limited were
interviewed to resolve the issues identified
during the desk review.
DNV has checked that the proposed project
ever applied the CDM from UNFCCC but

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

Assessment by DNV

. Draft

Final

Concl. Concl.

"was rejected in EB 51. But the PP signed

a

re-validation contract with DNV and started

validation again. Meanwhile
continued to perform the project.

the PP

A.2.2 If a greenfield project, describe the physical /14/ DR Until the validation commencement, the OK
implementation of the project when the validaticmsw 19/ |  proposed project has been totally completed
commenced. 131/ and under operation. DVN has checked the

operation report by PP and could confirm the
commission date of the proposed project is
15 January 20009.

At the project site DNV visited the wind
farm, booster station, centre control room of
Guohua (Tongliao) Wind power Co., Ltd and
found the proposed project was under
normally operation.

A.2.3 If physical site visits were performed based ongarg  /49/ | DR  Until the validation commencement, the OK
(only applicable for bundled small scale projeetzh | /50/ proposed project has been totally completed
with emission reductions not exceeding 15 000£0 and under operation. DNV has visited the
per year), justify the sampling through a statatic wind farm, booster station, centre control
analysis: room of Guohua (Tongliao) Wind power Co.,

Ltd and found the proposed project was
under normally operation.

A.2.4 s the description of the proposed CDM projectwisti  /1/ = DR Yes. The description in the PDD covers all OK
as contained in the PDD sufficiently covers alevaint relevant elements, like the location, installed
elements, is accurate and that it provides theereadh capacity and provides a clear understanding
a clear understanding of the nature of the proposed of the nature of the proposed CDM project
CDM project activity? activity.

A.2.5 Does the project activity involve alteration of gkig /4/ DR Guohua Tongliao Kezuo zhongqi Phase | OK
installations? If so, have the differences betwaen 49.5 MW Wind Farm Project is a newly built

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking

CDM Validation Protocol — Report No. 2010-1547, r@¥. A-5




DET NORSKE VERITAS

Checklist Question  Ref MoV Assessment by DNV | D | e
. Concl.  Concl.
project and post-project activity been clearly diesc project and there is no alteration to existing
in the PDD? installation.
A.2.6 Does the project design engineering reflect cugend  /4/ DR The project involves installation and OK
practices? operation of 33 wind turbines in Tongliao

city, Inner Mongolia Autonomous Region,
north China. The physical boundary of the
project includes the wind turbines and
transmission system along with the NECPG
as the electrical grid to which the project is
physically connected. The project's spatial
boundaries are clearly defined.

Based on the wind resource conditions,
adopted FD77-1500 turbines with an installed
generation capacity each of 1500 kW are
selected, which constitute a total generation
capacity of 49.5MW. The installation also
includes a central control room for control,
measurement and surveillance of the wind
farm /4/. The project applies state of the art

technology.
A.2.7 Would the technology result in a significantly leett /4] DR | Yes. As check the FSR, DNV could confirm OK
performance than any commonly used technologies in that the technology result in a significantly
the host country? Is any transfer of technologynfiemy better performance than any commonly used
Annex-| Party involved? technologies in China and there’s no
technology transfer from any Annex-I Party
involved.
A.3 Participation requirements (VVM para 51-54, 125-
127)
A.3.1 Do all participating Parties fulfil the participati /1/ | DR The names of project participants in LoASARE  OK

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

100

Assessment by DNV

- Draft

Final

Concl. Concl.

requirements as follows: espectively from China and UK should be
121/ | - kept consistent.
China (host) Annex 1 party
a) Party has ratified the Kyoto Protocol X] Yes[ | No X Yes[ ] No
b) Party has designated a Designated NatiopdlYes[ | No D Yes[ ] No
Authority
c) The assigned amount has been determined X Yes[ ] No
A.3.2Do the letters of approval meet the following DR The names of project participants in LOAGARX OK
requirements? . cC | respectively from China and UK should be
. kept consistent.
China (host) Annex 1 party
a) LoA confirms that Party has ratified the KyotdX] Yes[ | No X Yes[ ] No
Protocol
b) LoA confirms that participation is voluntary X Yes[_] No D Yes[ ] No
c) The LoA confirms that the project contributes ' [X] Yes[ ] No NA
to the sustainable development of the host
country?
d) The LoA refers to the precise project activithetin | [X] Yes[ | No X Yes[ ] No
the PDD
e) The LoA is unconditional with respect to (a)(th [X] Yes[ | No D Yes[ ] No
above
f) The LoA is issued by the respective Party’s DNA [X] Yes[ | No X Yes[ ] No
g) The LoA was received directly by the DNA or tHe | DNAX] PP [ | DNA[X] PP
PP
h) In case of doubt regarding the authenticity b tThe LoA by The issuance
letter of approval, describe how it was verifiedttthe. NDRC can be email of LoA by
letter of approval is authentic found on the the DNA of UK
official website of was mailed to the
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question ~ Ref MoV Assessment by DNV Lt Final
- Concl. . Concl.
NDRC: project
http://cdm.ccchin participant. DNV
a.gov.cn/web/Ne has checked the

wslinfo.asp?News electric copy and

1d=2072. can confirm the
authority.

A.3.3 Have all private/public project participants been /1/ ~ DR | The names of project participants in LOA€ARL OK
authorized by an involved Party? 120/ I respectively from China and UK should be

121/ kept consistent.
A.4  Technical description of the project activity (VVM
para 58-64)
A.4.1 s the project’s location clearly defined? 14/ DRIhe project involves installation and OK

operation of 33 wind turbines in Tongliao
city, Inner Mongolia Autonomous Region,
north China. The geographical coordinates of
the project site is east longitude 122°aid
north latitude 41°13

A.5 Public funding of the project activity

A.5.1 In case public funding from Parties included in Arh | /20/ | DR ' The names of project participants in LoAGARX OK
is used for the project activity, have these Partie 121/ respectively from China and UK should be
provided an affirmation that such funding does not kept consistent.
result in a diversion of official development atmEe
and is separate from and is not counted towards the
financial obligations of these Parties?

B Application of a baseline and monitoring methodoloy
B.1 Methodology applied (VVM para 65-76)
B.1.1 Does the project apply an approved methodology and/22/ DR Yes. The approved methodology ACM000

)
§©)
A~

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

Assessment by DNV

. Draft

the correct and valid version thereof?

| “Consolidated baseline methodology for

grid-connected electricity generation from

renewable sourceversion 11 is used for this

project.

Concl

B.1.2 If applicable, has any specific guidance providgdhe
CDM EB in respect to the applied methodology beer
considered?

DR

N/A

OK

B.2  Applicability of methodology (and tools) (VVM para
65-76)

ACMO0002 “Consolidated baseline methodology for grid
connected electricity generation from renewablerseu
version 11;

Tool for the demonstration and assessment of
additionality, Version 5.2;

Tool to calculate the emission factor for an elmity
system, Version 2.0.

B.2.1 How was it validated that project complies with the
following applicability criteria: insert applicaliy
criteria 1?

The project activity is the installationpeaity addition,
retrofit or replacement of a power plant/unit obarf
the following types: hydro power plant/unit (eithveith
a run-of-river reservoir or an accumulation resgjyo
wind power plant/unit, geothermal power plant/unit,
solar power plant/unit, wave power plant/unit diati
power plant/unit.

14/

DR

Guohua Tongliao Kezuo zhonggi Phase |

49.5 MW Wind Farm Project is a newly built

wind power project. It can also be proved &
the provided FSR’s approval.

y

OK

B.2.2 How was it validated that project complies with the

following applicability criteria: insert applicaliy

14/

DR

Guohua Tongliao Kezuo zhongqi Phase |

49.5 MW Wind Farm Project is the project

OK

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

Assessment by DNV

. Draft

criteria 2?

Project activities that not involve switchifigm fossil fuels
to renewable energy sources at the site of theqtroj
activity, since in this case the baseline may ke th
continued use of fossil fuels at the site?

“that uses wind to generate electricity. So

there is no fossil fuel switch in this project.
can also be verified by the project design i
the approved FSR.

Concl

B.2.3 How was it validated that project complies withthe = /4/ DR @ Guohua Tongliao Kezuo zhonggi Phase | OK
following applicability criteria: insert applicalty 49.5 MW Wind Farm Project is the project
criteria 3? that uses wind to generate electricity not by
Not a biomass fired power plants? using biomass. It can also be verified by the
project design in the approved FSR.
B.2.4 Is the selected baseline on of the baseline(syitbesc | /22/ = DR Yes. As per the ACM0002 version 11, the OK
in the methodology and this hence confirms the baseline scenario is that the electricity
applicability of the methodology? delivered to the grid by the project activity
would otherwise have been generated by the
operation of grid-connected power plants in
NECPG and by the addition of new
generation sources.
B.3  Project boundary (VVM para 78-80)
B.3.1 What are the project’s system boundaries (compsnent32/ . DR @ The project boundary is clearly definedras OK
and facilities used to mitigate GHGSs)? Are theydie site of project activity and all power plants
defined and in accordance with the methodology? connected physically to the NECPG
including Beijing, Tianjin, Hebei, Shandong,
Shanxi and Inner Mongolia /32/. There are no
significant transmission constraints amongst
the power plants of the NECPG, nor with the
proposed project. It is DNV’s opinion that
the project boundary of Guohua Tongliao
Kezuo zhongqi Phase | 49.5 MW Wind Farm
Project is clearly defined
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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 Draft = Final
Checklist Question Assessment by DNV | Conel. | Concl.
B.3.2 Which GHG sources are identified for the prOJchéﬁ /32/ DR  The major emission source of Guohua OK
the identified boundary cover all possible sources | 22/ Tongliao Kezuo zhongqgi Phase | 49.5 MW
linked to the project activity? Give reference to Wind Farm Project is Cand this is in line
documents considered to arrive at this conclusion. with the approved methodology ACM0002

The project boundary is defined as the site of
the project activity and all power plants
connected physically to the NECPG
including Heilongjiang, Jilin and Liaoning
power grid. And this boundary covers all
possible sources linked to the project activity.
It can be verified with the grid boundary
published by NDRC in July 2009.

B.3.3 Does the project involve other emissions sourcés ng /4/ . DR | There is no other emission sources involved OK
foreseen by the methodologies that may question the in Guohua Tongliao Kezuo zhongqi Phase |
applicability of the methodology? Do these sources 49.5 MW Wind Farm Project. And there is
contribute with more than 1% of the estimated eimiss also no other sources contribute more thar
reductions of the project? 1% of the estimated emission reductions of

the project.

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

105-107)
B.4.1 Which baseline scenarios have been identified?ds t: /22/ | DR | According to the methodology ACM0002 OK
list of baseline scenarios complete? version 11, the baseline scenario is identified

directly as “provision of equivalent amount
of annual power output by the NECPG where
the proposed project is connected into, which
is the continued operation of the existing
power plants and the addition of new
generation sources on the NEPG to meet th
electricity demand”. -

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV DIl el
- Concl. . Concl.
B.4.2 How have the other baseline scenarios been eligdnat/22/ | DR | The baseline scenario has been directly OK
in order to determine the baseline? determined according to the methodology
ACMO0002 version 11.
B.4.3 What is the baseline scenario? /22 DR The basalgemario of Guohua Tongliao OK
Kezuo zhonggi Phase | 49.5 MW Wind Farm
Project is:

provision of equivalent amount of annual
power output by the NEPG where the
proposed project is connected into, which is
the continued operation of the existing power
plants and the addition of new generation
sources on the NEPG to meet the electricity
demand.

This is in line with the approved
methodology ACM0002 version 11.

B.4.41s the determination of the baseline scenarioin /22/ DR | Yes. All the process is under the guidaince OK
accordance with the guidance in the methodology? the methodology ACMO0002 version 11.
B.4.5Has the baseline scenario been determined usin@2/ DR = Yes. The baseline scenario has been directl OK
conservative assumptions where possible? determined according to the methodology

ACMO0002 version 11.

B.4.6 Does the baseline scenario sufficiently take iimoant. /22/ DR | Yes. The baseline scenario has been directl OK

relevant national and/or sectoral policies, macro- determined according to the methodology
economic trends and political aspirations? ACMO0002 version 11, and it has sufficiently

taken into account relevant national and/or

sectoral policies, macro-economic trends and

political aspirations
B.4.71s the baseline scenario determination compatibli22/ DR | The baseline scenario has been directly OK
with the available data and are all literature soigrces determined according to the methodology
clearly referenced? ACMO0002 version 11.

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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: :  Draft = Final
Checklist Question Assessment by DNV | Conel. | Concl.
B.4.81s the baseline determination adequately [22/ = DR Yes. The baseline scenario has been directl OK
documented in the PDD? determined in PDD according to the
 All assumptions and data used by the project methodology ACM0002 version 11.

participants are listed in the PDD and related
document to be submitted for registration. The data
are properly referenced.

e All documentation is relevant as well as correctly
guoted and interpreted.

e Assumptions and data can be deemed reasonable

¢ Relevant national and/or sectoral policies and
circumstances are considered and listed in the PDD.

¢ The methodology has been correctly applied to
identify what would occurred in the absence of the
proposed CDM project activity
B.5 Additionality determination (VVM para 94-121)
B.5.1 What approach/tool does the project use to assess | /22/ DR @ The tool used to assess additionalitylisol OK
additionality? Is this in line with the methodol&yy for the demonstration and assessment of
additionality’ version 5.2. All the process of
analysing the additionality in the PDD is in
line with the methodology ACM0002 and
additonality tool.

B.5.2 Have the regulatory requirements correctly beeartak /22/ DR  |n accordance with ACM0002 paragraph 4, OK
into acc_ount to evaluate the project activity amal t the two options continued operation of grid-
alternatives? connected power plants including addition of

new generation sources in the grid and the
project activity were considered.

B.5.3 Is sufficient evidence provided to support thevatee /22/ DR  |n accordance with ACM0002 paragraph 4, OK
of the arguments made? the two options continued operation of grid-

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft = Final
_ - Concl. Concl.
connected power plants including addition of
new generation sources in the grid and the
project activity were considered.

Checklist Question Assessment by DNV

B.5.4 What is the project additionality mainly based on /1/ = DR | The project additionality is based on the OK
(Investment analysis or barrier analysis)? investment analysis.
Prior consideration of CDM (VVM para 98-103)
B.5.5 What s the evidence for serious consideration@MC | /8/ DR | The wind turbine generator contract between OK
prior to the time of decision to proceed with theject = /9/ Guohua (Tongliao) Wind power Co., Ltd and
activity? /10/ Dongfang Turbine Manufacture Co., Ltd was

signed on 12 June 2007 /8/. The construction
contract between Guohua (Tongliao) Wind
power Co., Ltd and Tongliao Shizheng
Lutong Engineering Co., Ltd was signed on
10 October 2007 /9/ and the construction
permission letter was issued by Heilongjiang
Zhengxin Construction Co., Ltd on 20
November 2007 /10/. Base on the above
timeline 12 June 2007 was identified as the
first financial commitment of the proposed
project and the project starting date was
confirmed as 12 June 2007.

B.5.6 If the starting date is after 2 August 2008 andithe; /8/ = DR | The project started before 2 August 2008. Q
global stakeholder consultation, has the DNA and 19/
UNFCCC confirmed that the project participants have ;1 g,
informed in writing of the project’s intention teek
CDM status?

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

Assessment by DNV

. Draft

Continuous efforts to secure CDM statugonly to be
completed if starting date is before 2 August 2008)

Concl

B.5.7 What initiatives where taken by the project papicits DR
from the starting date of the project activity he start
of validation in parallel with the physical
implementation of the project activity?
B.5.8 When did the construction of the project activitgrt? /10/ . DR The construction permission lettes vgaued OK
by Heilongjiang Zhengxin Construction Co.,
Ltd on 20 November 2007 and then the
construction started.
B.5.9 When was the project commissioned? /14/ DR DVNdimesked the operation report by PP OK
and could confirm the commission date of the
proposed project is 15 January 2009 /14/.
B.5.10 Does the timeline of the project confirm that contus  /8/ DR  Yes. Before the project starting date, in OK
actions in parallel with the implementation werleeta 19/ January 2007 the execute board of Guohua
to secure CDM status? /10/ (Tongliao) Wind power Co., Ltd held a
120/ meeting and decide to apply CDM because
the proposed project was not financial
attractive. In February 2007 the CDM
Consultant Agreement between Guohua
(Tongliao) Wind power Co., Ltd and CREIA
was signed. Only 3 months later than the
project starting date, NDRC issued the LoA
for the proposed project and appointed
Guohua (Tongliao) Wind power Co., Ltd as
the project participant for CDM on 30
September 2007.
Based on the evidence above DNV could
determine that CDM was seriously
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft = Final
_ - Concl. Concl.
considered before the project starting and
then secured.

Checklist Question Assessment by DNV

Investment analysis (VVM para 108-114)

B.5.11 Does the project activity or any of the remaining /1/ DR | Yes. The only source of generating revenue OK
alternatives generate revenues apart from CDM#7ids t is from the sales of electricity. This is
reflected in the PDD? reflected in the PDD. And it can also be

confirmed by the FSR of Guohua Tongliao
Kezuo zhongqi Phase | 49.5 MW Wind Farm

Project.
B.5.12 Do any of the alternatives to the project actiuityolve DR The alternative for the baseline scenario of
investment? Is this reflected in the PDD? the project is not a similar investment project,
which has been correctly described in the
PDD.
B.5.13 Is the choice of benchmark analysis, investment DR | As the proposed project generates financial
comparison or simple cost analysis correct? and economic benefits other than CDM

related income through the sales of electricity
and the alternative for the baseline scenario
of the proposed project is not a similar
investment project, a benchmark analysis
(option Il1) is justified for conducting the
investment analysis. The choice is in line
with methodology ACM0002 and correct.
B.5.14 Is the benchmark/discount rate the latest availabtee /37/ DR @ According to thelnterim Rules on Economic OK
time of decision? Assessment of Electrical Engineering Retrofit
Projects in China an IRR of 8% (after tax) of
a project is regarded as a benchmark  for
investing in large scale hydropower plants,
fossil fuel fired plants as well as wind farm
projects. The benchmark of 8% (after tax) is

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

therefore appropriate for this project. DNV
was able to confirm this is suitable and
reasonable as following:

1. This benchmark was determined by the
national administration of this industry in
China;

2. This benchmark is for project-IRR and
after tax and the investment analysis for
this project will be for ‘project and after
tax’ also;

3. ThisInterim Rules on Economic
Assessment of Electrical Engineering Retrofit
Projectsrefers to the risk premiums of wind
farm power project, and this file is still valic

Checklist Question Ref MoV Assessment by DNV

now.

B.5.15 What is the financial indicator? Is it on equityjct /2]~ DR The IRR calculations were provided in a OK
basis? Before/after tax? Is the financial indicator spreadsheet. The calculations were verified
correspondence with the benchmark? and found to be corrected by DNV. The

project-IRR over 20 years without CDM
revenues is 6.10%, which confirms that the
project in the absence of CDM benefits and
compared to the benchmark of 8% is not
financially attractive.
The project IRR with CER revenues also
needs to be calculated in the IRR spreadsheet
and stated in PDD.
B.5.16 Are the underlying assumptions appropriate, e.@twt DR  N/A OK
is considered as waste in the baseline is considere
have zero value?

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

Checklist Question Ref MoV Assessment by DNV

B.5.17 Does the income tax calculation take depreciatitm i = /31/ = DR = The income tax calculation takes depremmati OK
account? Is the depreciation year in accordande wit into account. The depreciation year is 15 year
normal accounting practice in the host country? with the fixed residual rate 5%. This
depreciation year and rate is in accordance
with normal accounting practice in China.
As per the regirement of EB 51 Annex 58,
the loan interest needs to be taken into
account while doing the income tax
calculation. This part needs to be updated iin
the IRR calculation sheet.
B.5.18 Is the time period of the investment analysis and /4/ DR = The operating period is 20 years for Guohua OK
operating time of the project realistic? Has sadvag Tongliao Kezuo zhonggi Phase | 49.5 MW
value been taken into account? Is working capital Wind Farm Project which is derived from the
returned in the last year of operation? FSR. The depreciation time is 15 years and
the rate of residual value of fixed assets is
5%. The working capital returned as income
in the last year of operation.
B.5.19 When a feasibility study report or similar approysd = /2/ = DR | The FSR was finished in August 2006 and it OK
the government is used as the basis for the invegtm was approved by Development and Reform
analysis: Can it be confirmed that the values usé¢lde Commission of Inner Mongolia Autonomous
PDD are fully consistent with the FSR and is theqae Region on 9 November 2006.
of time between finalization of the FSR and the
investment decision adequate?
B.5.20 How was the amount of output (e.g. sales of elgty)i = /4/ = DR [_] The plant load factor provided to banks OK
assessed? Remember to include all the data sources and/or equity financiers while applying the
used and list all the projects that have been fsed project activity for project financing, or to the
cross-checking in accordance with VVM paragraph 95. government while applying the project
activity for implementation approval
X] The plant load factor determined by a
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft  Final
. Concl. | Concl.

Checklist Question Ref MoV Assessment by DNV

third party contracted by the project
participants (e.g. an engineering company
[] Other approach.

The plant load factor of the proposed project
is derived from the FSR prepared by Beijing
Guodian Water Resources & Electric Power
Engineering Co., Ltd which was an
independent third party accredited by the
government. The FSR was also approved by
local government - Development and Refarm
Commission of Inner Mongolia Autonomous
Region on 9 November 2006. Hence, the
plant load factor of the project can be
considered information provided by a
trustworthy and recognized source. DNV can
thus confirm that the plant load factor has
been validated as per the requirements of
EB48 Annex 11.

As per the FSR, the expected power
generation of the proposed project is
calculated by an independent qualified design
institute on the basis of wind assessment
records of passed 26 years (1971-2005) and
one year (August 2005 - August 2006) wind
resources measurement. The volume of
annual generation therefore represents the
long-term average power supply during the
lifetime of the wind farm, taking into account
yearly variations in power generation.

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

Thus DNV can confirm that the assumed
annual grid connected output from the FSR is
appropriate and acceptable.

B.5.21 How was the output price (e.g. electricity price) /4] DR | [] Cross-check against third-party or cL1 OK
assessed? Were the data available and valid @ihtbe . /29/ publicly available sources (e.g. invoices or
of decision? Remember to include all the data ssurc /40, price indices)
used and list all the projects that have been fsed [ ] Review of feasibility reports, public
cross-checking in accordance with VVM paragraph 95. announcements and annual financial reports

related to the project and the project
participants

The key parameters including investment
costs, tariff, O&M costs and tax applied in
investment analysis should be justified to be
valid and appropriate by cross-checking or
other appropriate manner with the other
similar projects in East Inner Mongolia.

B.5.22 How were the investment costs assessed? Werethe da DR | [] Cross-check against third-party or

available and valid at the time of decision? Remamk publicly available sources (e.g. invoices or
to include all the data sources used and lishall t price indices)

projects that have been used for cross-checking in [ ] Review of feasibility reports, public
accordance with VVM paragraph 95. announcements, contracts and annual

financial reports related to the project and the
project participants

The key parameters including investment
costs, tariff, O&M costs and tax applied in
investment analysis should be justified to be
valid and appropriate by cross-checking or
other appropriate manner with the other

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

~Ref MoV

Assessment by DNV

. Draft

Concl

similar projects in East Inner Mongolia.

B.5.23 How were the O&M costs assessed? Were the data, /4/ DR | [ ] Cross-check against third-party or cL1 OK
available and valid at the time of decision? Remamk publicly available sources (e.g. invoices or
to include all the data sources used and lishall t price indices)
projects that have been used for cross-checking in [ ] Review of feasibility reports, public
accordance with VVM paragraph 95. announcements and annual financial reports
related to the project and the project
participants
The key parameters including investment
costs, tariff, O&M costs and tax applied in
investment analysis should be justified to be
valid and appropriate by cross-checking or
other appropriate manner with the other
similar projects in East Inner Mongolia.
B.5.24 Describe the assessment of the taxes applied inthe /2/ = DR [_] Cross-check against third-party or ck1 OK
investment analysis. Were the data available ahd va /g/ publicly available sources (e.g. invoices or
at the time of decision? Remember to include &l th /39, price indices)
data sources used and list all the projects thzg baen 141/ [ ] Review of feasibility reports, public
used for cross-checking in accordance with VVM 143/ announcements and annual financial reports
paragraph 95. related to the project and the project
44l participants
The key parameters including investment
costs, tariff, O&M costs and tax applied in
investment analysis should be justified to be
valid and appropriate by cross-checking or
other appropriate manner with the other
similar projects in East Inner Mongolia.
B.5.25 Was the financial calculation spreadsheet verified DR | The conclusion will be got at the final report. G2 OK
found to be correct?
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question Assessment by DNV
B.5.26 Sensitivity analysis: Have the key parameters /1/ DR In the sensitivity analysis, the project cL2 OK
contributing to more than 20% of the revenue/costs participants are request to determine the
during operating or implementation been identified? likelihood of total investment increasing to
Has possible correlation between the parameters bee happen in a more transparent manner.
considered?
B.5.27 Sensitivity analysis: Is the range of variations is /1/ DR In the sensitivity analysis, the project cE2 OK
reasonable in the project context? participants are request to determine the

likelihood of total investment increasing to
happen in a more transparent manner.

B.5.28 Have the key parameters been varied to reachthe = /1/ DR  In the sensitivity analysis, the project cL2 OK
benchmark and the likelihood of this to happen beer participants are request to determine the
justified to be small? likelihood of total investment increasing to

happen in a more transparent manner.

Barrier analysis (VVM para 115-118)
B.5.29 Are the barriers identified complimentary to a i DR  N/A OK
investment analysis? Does the barrier have a clear
impact on the financial returns so that it can $seased
in an investment analysis? Each barrier is disclisse
separately.
Common practice analysis (VVM para 119-121)
B.5.30 What is the geographical scope of the common mecti /1/ = DR  In China, most policies are promulgated i
analysis? Is this justified? provincial level by combining the national
policy with the region’s condition. In
addition, abundant and high quality wind
resources in Inner Mongolia Autonomous
Region 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

OK

5
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Mongolia Autonomous Region is selected as
scope for common practice analysis.

Checklist Question Assessment by DNV

B.5.31 What is the scope of technology and size (e.g.aigpa /1/ DR It is reasonable to define as the analysis OK
of power plant) for the common practice analysid an capacity more than 15 MW of the wind
how has this been justified? power projects.

B.5.32 What is the data source(s) used for the commonipeac/36/ DR @ The data source is : OK
analysis? www.cwea.org.cn: China Wind farm

Installed Capacity Statistic in 2007 by Shi
Pengfei, dated 24  March 200¢
http://www.cwea.org.cn/download/display in
fo.asp?cid=2&sid=&id=25

UNFCCC database for CDM projects
http://cdm.unfccc.int/Projects/registered.html
http://cdm.unfccc.int/Projects/Validation/inde

x.html
http://cdm.ccchina.gov.cn/web/ltemList.asp
B.5.33 How many similar non-CDM-projects exist in the /1/ . DR  Following the above three rules there are 2 OK
region within the scope? projects not applying CDM: 1) Inner

Mongolia Chifeng Dali Wind Power Project
(Phase l1ll) 2) Honiton Energy Bailingmiao
wind farm project.
B.5.34 How were possible essential distinctions between th /38/ = DR Inner Mongolia Chifeng Dali Wind Power OK

project activity and similar activities assessed? 137/ Project (Phase Ill) is a demonstration project
and benefits from favourable policy which is
not available for the proposed project.
Honiton Energy Bailingmiao wind farm
project use foreign capital and thus nhot
eligible for CDM under the Chinese DNA
rules; therefore, it had to be implemented as a

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

. Draft

Final

Concl. Concl.

"Gold Standard VER project, meeting t

same additionality criteria.

he

B.5.35 What is the conclusion of the common practice /1/ = DR ! It was shown that this project is not financial OK
analysis? attractive and common practice. DNV can
confirm all assumptions and analysis as well
as the information source.
Conclusion
B.5.36 What is the conclusion with regard to the additlipa DR ' In summary, it is demonstrated that the OK
of the project activity? project is not a likely baseline scenario anc
the emission reductions are additional to
what would have happened in absence of the
project activity.
B.6 Calculations of GHG emission reductions
Data and parameters that are available at validatio
and that are not monitored (VVM para 199-203)
B.6.1 How was the insert parameters available at vabdati /27/ DR The values need to be available at validation OK
verified? /38/ are available fron2006 IPCC Guidelines for
/39/ National Greenhouse Gas Inventories
Reference ManualChina Electric Power
Yearbook 2006~2008 and China Energy
Statistical Yearbook 2006~2008. Moreover,
the EF used is sourced from the emission
factor calculation for each power grid of
China. All these data used in the PDD are
verified and confirmed by DNV.
Baseline emissions (VVM para 89-93)
B.6.2 Are the calculations documented according to the /3/ DR | The emission reduction calculation process i OK
approved methodology and in a complete and documented in a transparent manner and it is
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

transparent manner?

" cross-checked by the published data from

NDRC that all the data and calculation in the

provided calculation sheet is correct.

B.6.3 Have conservative assumptions been used when 125/ | DR | Yes. All the used assumptions are in line with OK
calculating the baseline emissions? 124/ the “Tool to calculate the emission factor for
an electricity systefrversion 2.0 and
Guidance for request for deviation titled
“Application of AM0005 and AMS-1.D in
Chind’ from EB.
B.6.4 Are uncertainties in the baseline emission estisate DR | Yes. There are no uncertainties in the
properly addressed? baseline emission estimates.
Project emissions (VVM para 89-93)
B.6.5Are the calculations documented according to th22/ | DR | There is no need to consider project OK
approved methodology and in a complete and emissions according to the approved
transparent manner? methodology = ACMO0002 Consolidated
baseline methodology for grid-connected
electricity generation from renewable
sourcé version 11.
B.6.6 Have conservative assumptions been used whef22/ = DR | Referto B 6.5. OK
calculating the project emissions?
B.6.7 Are uncertainties in the project emission /22/ = DR @ Referto B 6.5. OK
estimates properly addressed?
Leakage (VVM para 89-93)
B.6.8 Are the leakage calculations documented 22/ DR There is no need to consider leakage OK
according to the approved methodology and in a according to the methodology ACMO0002
complete and transparent manner? “Consolidated baseline methodology for
grid-connected electricity generation from
renewable sourceversion 11.
B.6.9Have conservative assumptions been used when [22R | Beferto B 6.8 OK
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

calculating the leakage emissions?

Concl

B.6.10 Are uncertainties in the leakage emission/22/ = DR | Referto B 6.8 OK
estimates properly addressed?
Emission Reductions (VVM para 89-93)
B.6.11 Algorithms and/or formulae used to determine eraissi /25/ © DR | Yes. The documentation used are “Tool to OK
reductions: 124/ calculate the emission factor for an electricity
« Al assumptions and data used by the proje7/ system” version 2.0, Guidance for request for
participants are listed in the PDD and relatedg, deviation titled “Application of AMO0OS anc
document submitted for registration. The data aygy, AMS-1.D in China” from EB, 2006 IPCC
properly referenced Gmdelm_es for National Greenhouse Gas
* All documentation is correctly quoted and intetpce Inventories Reference Manual, 2006 and the
. emission factor calculation for each power
e All values used can bg _deemed reasonable in the grid of China published by National
context of the project activity Development and Reform Committee. All the
¢ The methodology has been correctly applied to data is correctly quoted and interpreted.
calculate the emission reductions and this can be
replicated by the data provided in the PDD and
supporting files to be submitted for registration.
B.7  Monitoring plan (VVM para 122-124)
Data and parameters monitored
B.7.1Do the means of monitoring described in the plaff2/ DR @ Yes. The means of monitoring in the PDD OK
comply with the requirements of the methodology? are described according to the methodology
ACMO0002 “Consolidated baseline
methodology for grid-connected electricity
generation from renewable soufceersion
11.
B.7.2Does the monitoring plan contains all necessary/22/ . DR @ Yes. The only parameter needs to be OK
parameters, and are they clearly described? monitored is the net electricity generation
supplied by the Guohua Tongliao Kezuo
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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~Ref MoV

Assessment by DNV

- Draft
. Concl

zhonggi Phase | 49.5 MW Wind Farm
Project.

B.7.3 In case parameters are measured, is the measurementl/ DR The installation point, function, backupGt3 OK
equipment described? Describe each relevant system of the metering equipment need exact
parameter. clarification in the monitoring plan.

The agreement signed between the project
owner and Power Grid Company which
defines the metering arrangements and the
required quality control procedures to ensure
accuracy needs to be provided.

B.7.4 In case parameters are measured, is the measurementl/ | DR | The proposed project has already been undek-3 OK
accuracy addressed and deemed appropriate? Describe operation, and the installation of monitoring
each relevant parameter. equipment should be clarified according: to

the real fact.
The backup monitoring system should be
indentified in PDD.

B.7.5 In case parameters are measured, are the requiemen/l/ . DR | The proposed project has already been undek-3 OK
for maintenance and calibration of measurement operation, and the installation of monitoring
equipment described and deemed appropriate? Describ equipment should be clarified according to
each relevant parameter. the real fact.

The backup monitoring system should be
indentified in PDD.

B.7.6 Is the monitoring frequency adequate for all mamig = /1/ | DR  The proposed project has already been undek-3 OK
parameters? Describe each parameter. operation, and the installation of monitoring

equipment should be clarified according;to
the real fact.

The backup monitoring system should be
indentified in PDD.

B.7.7 Is the recording frequency adequate for all momgpr - /1/ = DR | The proposed project has already be@eun -3 OK

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft
_ - Concl

parameters? Describe each parameter. operation, and the installation of monitoring
equipment should be clarified according;to
the real fact.

The backup monitoring system should be
indentified in PDD.

Checklist Question Ref MoV Assessment by DNV

Ability of project participants to implement
monitoring plan

B.7.8 How has it been assessed that the monitoring /1/ DR  The monitoring arrangements have been OK
arrangements described in the monitoring plan are assessed during the interview. The only
feasible within the project design? monitored parameter is the net generated

electricity by Guohua Tongliao Kezuo
zhongqi Phase | 49.5 MW Wind Farm
Project. The monitor equipment — electrical
meters- is a part of the project design.
The project owner will have a CDM
management organization to be in charge of
the CDM issues.

B.7.9 Are procedures identified for day-to-day records 11/ The recording frequency will be continuously OK
handling (including what records to keep, storagaa measured and monthly recorded. And all
of records and how to process performance archived data including calibration records
documentation)? are kept until 2 years after the end of the last

crediting period of the CDM project.
The documents in paper format, such as
maps, tables, and the EIA report, will be used
in conjunction with the monitoring plan to
check the authenticity of the information, and
be kept at least one copy by the project
owner.
B.7.10 Are the data management and quality assurance and 1/ = DR @ The project participant should state suffitie OK

U

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

Assessment by DNV

. Draft

Final

Concl. Concl.

quality control procedures sufficient to ensurd tha
emission reductions achieved by/resulting from the
project can be reported ex post and verified?

| description of the QA&QC procedures in

monitoring plan.

B.7.11 Will all monitored data required for verificatioma /1/ = DR | Yes. All parameters monitored under the OK
issuance be kept for two years after the end of the monitoring plan will be archived
crediting period or the last issuance of CERstH® electronically and be kept at least for 2 years
project activity, whichever occurs later? after the end of last crediting period.
Monitoring of sustainable development indicators/
environmental impacts
B.7.12 Is the monitoring of sustainable development inticsl;| /22/ | DR | Neither ACMO0002 version 10 nor the OK
environmental impacts warranted by legislatiorhia t Chinese DNA requires collection and
host country? archiving of relevant data concerning
environmental, social and economic impacts.
The environmental impacts will be monitored
by local environmental authority.
B.7.13 Does the monitoring plan provide for the collecteord | /22/ DR @ The indicators of environmental impactd wil OK
archiving of relevant data concerning environmental be stipulated by local environmental
social and economic impacts? authority.
B.7.14 Are the sustainable development indicators inwwte @ /22/ . DR = Yes. This will be on local authority deoisi OK
stated national priorities in the host country?
C Duration of the project activity / crediting period
C.1.1 Start date of project activity (VVM para 99-100,
104)
C.1.2 How has the starting date of the project activitgto 18/ DR | The wind turbine generator contract between OK
determined? What are the dates of the first cotstfac | /9, Guohua (Tongliao) Wind power Co., Ltd and
the project activity? When was the first constrati /10/ Dongfang Turbine Manufacture Co., Ltd was
activity? signed on 12 June 2007. The construction
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft = Final
. Concl. = Concl.
contract between Guohua (Tongliao) Wind
power Co., Ltd and Tongliao Shizheng
Lutong Engineering Co., Ltd was signed on
10 October 2007 and the construction
permission letter was issued by Heilongjiang
Zhengxin Construction Co., Ltd on 20
November 2007. Base on the above timeline
12 June 2007 was identified as the first
financial commitment of the proposed project
and the project starting date was confirmed as
12 June 2007.

C.1.3 s the stated expected operational lifetime offfagect | /1/ = DR | The expected operation lifetime of Guohua OK

activity reasonable? Tongliao Kezuo zhongqgi Phase | 49.5 MW
Wind Farm Project is 20 years (excluding
one year construction) which is in line with
data in the FSR and it is reasonable.

Checklist Question Ref MoV Assessment by DNV

C.1.4 s the start date, the type (renewable/fixed) &ed t /1/ DR | Yes. The choice of crediting period for OK
length of the crediting period clearly defined and Guohua Tongliao Kezuo zhongqgi Phase |
reasonable? 49.5 MW Wind Farm Project is seven years

renewable crediting period.

D Environmental Impacts (VVM para 131-133)

D.1.1 Are there any host country requirements for an 15/ DR Yes. An Environmental Impact Assessment OK
Environmental Impact Assessment (EIA), and if yes (EIA) of the project activity completed by
an EIA approved? Does the approval contain any Inner Mongolia Exploration & Design
conditions that need monitoring? Institute of Water Resources and

Hydropower on September 2006 has been
conducted and the potential environmental
impacts, such as waste water, noise and waste

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

gas, have been sufficiently identified. No
significant  environmental impacts are
expected from the project activity.

D.1.2 Does the project comply with environmental legislat. /3/ | DR Yes. The Environmental Protection Bureau OK

in the host country? of Inner Mongolia Autonomous Region

approved the EIA on 25 September 2006.
D.1.3Will the project create any adverse environmental3/ DR  The project will have no significant impacts OK
effects? on the local environment according to the

EIA and FSR.
D.1.4Have identified environmental impacts been /1/' . DR | Yes. It clearly states the environmental OK
addressed in the project design? impacts in the PDD.
D.1.5Has an analysis of the environmental impacts of /1/ DR  Yes. It clearly states the environmental OK
the project activity been sufficiently described? impacts in the PDD.
D.1.6Are transboundary environmental impacts 11/ There is no need to consider transboundary OK
considered in the analysis? environmental impacts.

E Stakeholder Comments (VVM para 128-130)
E.1.1 Have relevant stakeholders been consulted? 11/ DRs. Yhe project participants carried out a OK
public survey on the project in the format of
guestionnaires on 25 March 2007.
E.1.2 Have appropriate media been used to invite commentd8/ DR | Yes. The project participants carried out a OK
by local stakeholders? public survey on the project in the format of
guestionnaires on 25 March 2007. 1-page
guestionnaires were distributed to the
households. The questionnaire was designed
to be understandable and easy to fill in for the
local stakeholders. The survey had a 100%
response rate (50 questionnaires returned out

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

of 50) and according to the comments
summary received from local stakeholders,
there is no negative opinion on this project
E.1.3 If a stakeholder consultation process is requised b | /18/ | DR @ Yes. The stakeholder consultation process OK
regulations/laws in the host country, has the $takker been carried out was in accordance with EIA
consultation process been carried out in accordance regulations/laws in China.
with such regulations/laws?
E.1.4 Is a summary of the stakeholder comments received /1/ = DR | Yes. The summary of the stakeholder OK
provided? comments received was clearly stated in
PDD.
E.1.5 Has due account been taken of any stakeholder /1/ DR | There is no negative opinion on this project OK
comments received?

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Table 3

Corrective action and/ or clarification

Reference
to Table 2

Resolution of corrective action requests ahclarification requests

Response by project participants

Validation conclusion

requests

CAR 1 A3.1 The name of project participant in LdAves. The names of project participants
The names of project participants in LoAs A.3.2 from China has a mistake. We hav@ LoAs respectively from China and
respectively from China and UK should be A.3.3 contacted China DNA and update thgK should be kept consistent.
kept consistent. AS.1 bﬁ'f;g’ggﬁﬂﬁ: [?gtEt?; g%iif_ ON€, WENV checked the LoA issuance website
of NDRC
(http://cdm.ccchina.gov.cn/web/News|n
fo.asp?Newsld=2072) and could
determine it validity and authenticity.
CAR 1 s closed.
CL1 B.5.21- | The key parameters includingfes. The key parameters of total
The key parameters including investment B.5.28 investment costs, tariff, O&M costs anéhvestment costs, tariff, O&M costs and
costs, tariff, O&M costs and tax applied |in tax applied in investment analysis haax applied in investment analysis have
investment analysis should be justified to|be been justified to be valid andeen compared with similar projects|in
valid and appropriate by cross-checking| or appropriate by cross-checking with thEast Inner Mongolia, and the validity
other appropriate manner with the other other similar projects in East Inngand appropriateness of the input
similar projects in East Inner Mongolia. Mongolia, please check it in section B.parameters were clarified.
of PDD. CL1 is closed.
CL2 B.5.26 According to the final account issued byes. DNV has checked the final
In the sensitivity analysis, the project B.5.27 the independent third party, the actuakcount report and could determine the
participants are request to determine |thep 527 expenditure of the proposed project| svidence is corrected and acceptable
likelihood of total investment increasing to ggog |486.084 million RMB Yuan, which isCL2 is closed.
happen in a more transparent manner. more than 44.537 million RMB Yuan.
Therefore, the total statistic investment
increasing is never happened. Please
check the B.5 in PDD.
CL3 B.7.3-B.7.7| The installation of monitoring Yes. Thwonitoring plan has been

CDM Validation Protocol — Report No. 2010-1547, re¥.
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

The proposed project has already been upder equipment has been clarified accordjngpdated in the section 7.2 of PDD &gnd
operation, and the installation of monitoring to the real fact. Moreover, the backuphe installation of  monitoring
equipment should be clarified according|to monitoring system has been indentifieelqguipment has been clarified accordjng
the real fact. in Section B.7.2 of PDD. to the real fact.

The backup monitoring system should |be CL 3is closed.

indentified in PDD.
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Table 4 Forward action requests

Forward action request Reference Response by project participants
to Table 2

FAR

N/A

- 000 -
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CURRICULA VITAE OF THE VALIDATION TEAM MEMBERS

Li, Lei:

Mr. Li Lei holds a Master Degree in Environmente3gie & Technology. He has an overall
experience of around 3 years. Prior to joining DM¥,had around 1.2 years experience as a
government servant covering Olympic environment agament, carbon footprint research
and supporting the government decision making m®derior to that, he has completed one
year practical training on the CDM project consigtmajoring in the sector of energy
generation from renewable energy sources.

He had an experience of around 2 years in validatia verification of numerous CDM
projects in DNV, majoring in China.

His qualification, industrial experience and expade in CDM demonstrate his sufficient
sectoral competence in “Energy Generation from Reibée Energy Sources”.

Tang Zhiang, Walter

Mr. Tang Zhiang, Walter holds a Bachelor DegreelTirermodynamic Engineering and a
Master Degree in Business Administration. He hadaerall experience of around twelve
years. Prior to joining DNV, he had around 5 yearthe field of power industry covering of
consulting and engineering for thermal power, wpwver, hydropower and solar energy
projects. His experience also covers the fieldpafce industry for thermal design, the energy
analysis and thermal control for about 4 years.

He has gained the relevant financial and investrkeatvledge through his courses in MBA.
He has applied his financial and investment knogdeoh his consulting work for the power
industry, such as investment risk analysis, finah@ccounting, investment parameters
assessment, etc.

He has experience of more than 3 years in validagiod verification of numerous CDM,
VCS and GS projects in DNV both in China and abroad

His qualification, industrial experience and expade in CDM demonstrate his sufficient
sectoral competence in “Energy Generation from Reie Energy Sources”.



