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1 INTRODUCTION

Hindustan Zinc Limited (hereafter called “the client’) has commissioned Bureau Veritas
Certification to validate its “Wind power project by HZL in Karnataka” located in 2
villages namely Kurthkoti and Mallasamudra of District Gadag, Karnataka , India .

This report summarizes the findings of the validation of the project, performed on the
basis of UNFCCC criteria, as well as criteria given to provide for consistent project
operations, monitoring and reporting.

1.1 OBJECTIVE

The validation serves as project design verification and is a requirement of all Client
projects. The validation is an independent third party assessment of the project design.
In particular, the project's baseline, the monitoring plan (MP), and the project’'s
compliance with relevant UNFCCC and host country criteria are validated in order to
confirm that the project design, as documented, is sound and reasonable, and meets
the stated requirements and identified criteria. Validation is a requirement for all CDM
projects and is seen as necessary to provide assurance to stakeholders of the quality
of the project and its intended generation of certified emission reductions (CERSs).

UNFCCC criteria refer to Article 12 of the Kyoto Protocol, the CDM rules and modalities
and the subsequent decisions by the CDM Executive Board, as well as the host
country criteria.

1.2 SCOPE

The validation scope is defined as an independent and objective review of the project
design document, the project’s baseline study and monitoring plan and other relevant
documents. The information in these documents is reviewed against Kyoto Protocol
requirements, UNFCCC rules and associated interpretations. Bureau Veritas
Certification has, based on the recommendations in the Validation and Verification
Manual (IETA/PCF, v. 3.3, 2004), employed a risk-based approach in the validation,
focusing on the identification of significant risks for project implementation and the
generation of CERs.

The validation is not meant to provide any consulting towards the Client. However,
stated requests for clarifications and/or corrective actions may provide input for
improvement of the project design.

1.3 GHG PROJECT DESCRIPTION

The proposed CDM project activity is an electricity generation project through wind
turbines and exporting the same to the grid. The project will result in replacing exported
amount of electricity from Southern Regional Grid, which is dominated by fossil fuel
based power plants.

The project activity is located in two villages namely Kurthkoti and Mallasamudra of
District Gadag, Karnataka, India. The project activity has been started on 31 January
2007; the date has been verified from the contract agreement for wind generators
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between HZL and Enercon. The Project activity involves operation of 43 Wind Energy
Generators (WEGS) of individual capacity 0.8 MW Enercon make (E-48 SL model);
specifications of the same have been provided in the PDD and same has been cross-
checked with the contract agreement.

The project activity will generate and export the electricity to the Southern regional grid.
Thus project activity replaces electrical energy from fossil fuel based power plants and
contributes to conservation of fossil fuel, a non-renewable natural resource and
consequently reduces GHG emissions.

1.4 VALIDATION TEAM

The validation team consists of the following personnel:

Mr. Sameer V. Pendse Bureau Veritas Certification-
Team Leader, Climate change verifier
Mr. Anil Gupta Bureau Veritas Certification, Climate change verifier
Mr. Sushil Budhia Sushil Budhia and Associates, Financial expert
Mr. H.B. Muralidhar Bureau Veritas Certification,
Climate change -Internal technical reviewer

Competence details of the team are given in Annex of this Validation Report.

2 METHODOLOGY

The overall validation, from Contract Review to Validation Report & Opinion, was
conducted using internal procedures

In order to ensure transparency, a validation protocol was customized for the project,
according to the Validation and Verification Manual (IETA/PCF, v. 3.3, 2004). The
protocol shows, in a transparent manner, criteria (requirements), means of verification
and the results from validating the identified criteria. The validation protocol serves the
following purposes:

¢ It organises, details and clarifies the requirements a CDM project is expected to
meet;

e |t ensures a transparent validation process where the validator will document
how a particular requirement has been validated and the result of the validation.

The validation protocol consists of five tables. The different columns in these tables are
described in Figure 1.

The completed validation protocol is enclosed in Appendix A to this report.
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Validation Protocol Table 1: Mandatory Requirements

Requirement

Reference

Conclusion

Cross reference

The requirements the
project must meet.

Gives reference to
the legislation or
agreement where
the requirement is
found.

This is either acceptable

based on evidence
provided (OK), a
Corrective Action
Request (CAR) or a

Clarification Request (CL)

Used to refer to the
relevant protocol
questions in Table 2 to
show how the specific
requirement is validated.
This is to ensure a

of risk or non-compliance | transparent validation
with stated requirements. | process.
The CAR’s and Cl's are
numbered and presented to
the client in the Validation
Report.
Validation Protocol Table 2: Requirements checklist
Checklist Question Reference | Means of | Comment Draft and/or Final
verification Conclusion
(MoV)
The various | Gives Explains how | The section This is either acceptable
requirements in Table | reference conformance with | used to | based on evidence
1 are linked to]to the checklist | elaborate  and | provided (OK), or a
checklist questions the | documents | question is | discuss the | Corrective Action
project should meet. | where the | investigated. checklist Request (CAR) due to
The checklist is | answer to | Examples of | question and/or | non-compliance with the
organised in several | the means of | the checklist question. (See
sections. Each section | checklist verification are | conformance to | below). Clarification
is then further sub- | question or | document review | the question. It | Request (CL) is used
divided. The lowest | item is | (DR) or interview | is further used | when the validation
level constitutes a | found. (I). N/Ameans not | to explain the | team has identified a
checklist question. applicable. conclusions need for further
reached. clarification.
Validation Protocol Table 3: Baseline and Monitoring Methodologies
Checklist Question Reference | Means of | Comment Draft and/or Final
verification Conclusion
(MoV)
The various | Gives Explains how | The section This is either acceptable
requirements of | reference conformance with | used to | based on evidence
baseline and | to the checklist | elaborate  and | provided (OK), or a
monitoring documents | question is | discuss the | Corrective Action
methodologies should | where the | investigated. checklist Request (CAR) due to
be met. The checklist | answer to | Examples of | question and/or | non-compliance with the
is organised in several | the means of | the checklist question. (See
sections. Each section | checklist verification are | conformance to | below). Clarification
is then further sub- | question or | document review | the question. It | Request (CL) is used
divided. The lowest | item is | (DR) or interview | is further used | when the validation
level constitutes a | found. (I). N/Ameans not | to explain the | team has identified a
checklist question. applicable. conclusions need for further
reached. clarification.
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Validation Protocol Table 4: Legal requirements

Checklist Question Reference | Means of | Comment Draft and/or Final
verification Conclusion
(MoV)
The national legal | Gives Explains how | The section is | This is either acceptable
requirements the | reference conformance with | used to | based on evidence
project must meet. to the checklist | elaborate  and | provided (OK), or a
documents | question is | discuss the | Corrective Action
where the | investigated. checklist Request (CAR) due to
answer to | Examples of | question and/or | non-compliance with the
the means of | the checklist question. (See
checklist verification are | conformance to | below). Clarification
question or | document review | the question. It [ Request (CL) is used
item is | (DR) or interview | is further used | when the validation
found. (I). N/Ameans not | to explain the | team has identified a
applicable. conclusions need for further
reached. clarification.

Validation Protocol Table 5 : Resolution of Corrective Action and Clarification Requests

Report clarifications | Ref. to checklist | Summary of project | Validation conclusion
and corrective action | question in tables | owner response
requests 2/3
If the conclusions from | Reference to the | The responses given | This section should
the Validation are either | checklist question | by the Client or other | summarise the validation
a Corrective Action | numberin Tables 2 or | project participants | team’s responses and final
Request or al3 where the | during the | conclusions. The
Clarification = Request, | Corrective Action | communications with | conclusions should also be
these should be listed in | Request or | the validation team | included in Tables 2/3,
this section. Clarification Request | should be summarised | under “Final Conclusion”.

is explained. in this section.

Figure 1 Validation

2.1 REVIEW OF DOCUMENTS

The Project Design Document (PDD) submitted by Hindustan Zinc Limited

protocol tables

and

additional background documents related to the project design and baseline, i.e. Indian
Law , Guidelines for Completing the Project Design Document (CDM-PDD), the

Proposed New Methodology: Baseline (CDM-NMB)

and

the Proposed New

Methodology: Monitoring (CDM-NMM) ,Approved methodology ACM 0002, Version 6,
19 May 2006. Kyoto Protocol, Clarifications on Validation Requirements to be checked
by a Designated Operational Entity was reviewed.

The following documents were used as references to the validation work, in addition to
internal procedures: IETA/PCF — Validation and Verification Manual (v. 3.3, Mar 2004) ;
ISO DIS 14064-3 - Greenhouse gases — Part 3: Specification with guidance for the
validation and verification of greenhouse gas assertions ; ISO DIS 14064-2 -
Greenhouse gases — Part 2: Specification with guidance at the project level for
quantification, monitoring and reporting of greenhouse gas emission reductions or
removal enhancements .
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To address Bureau Veritas Certification corrective action and clarification requests
Hindustan Zinc Limited revised the PDD and resubmitted it January 2008.

The validation findings presented in this report relate to the project as described in the
PDD of January 2008.

2.2 FOLLOW-UP INTERVIEWS

On 10/08/2007 & 11/08/2007 Bureau Veritas Certification performed interviews with
project stakeholders to confirm selected information and to resolve issues identified in
the document review. Representatives of Hindustan Zinc Limited were interviewed (see
References). The main topics of the interviews are summarised in Table 1.

Table 1 Interview topics

Interviewed Persons interviewed and Interview topics
organisation
Hindustan Zinc e Mr. T Francis - A.G.M, Wind Energy Project - CDM
Limited Consideration, additionality, overall Project View
e Mr. PKGupta - Head, Commercial — CPP - CDM

Consideration, additionality, overall Project View

Mr. Imran Quazi — Engineer — Wind Power Project - Operational
aspects of wind power project, monitoring,

Enercon India Limited

Mr. M. S. Umashankar — Sr. Manager —Projects - Enercon’s
plans for installations of wind turbines, plans for social and
economical development of villages.

Mr. Basavaraj — Projects - Project execution In-Charge — Project
execution plan.

Mr. Jyoti Prakash — Site In-Charge - Operation and
maintenance of Wind farm, customer relations

Local Stakeholders

Mr. P.B. Bandi — Lecturer- Gadag

Mr. M.B. Patil - Ex-president - V.S.S. Bank - Harthi
Mr. D.B. Redder —Agriculturist -Harthi

Mr. S.A. Shivanagnth- Industrialist-Gadag

Mr. S.S. Badiger-Agriculturist- Harthi

Mr. D.D. Mundaragi —Agriculturist- Harthi

Their views on project, Project participant’s initiative on inviting their
comments during project start-up.

2.3 RESOLUTION
CORRECTIVE ACTION REQUESTS

OF CLARIFICATION AND

The objective of this phase of the validation was to raise the requests for corrective
actions and clarification and any other outstanding issues that needed to be clarified for
Bureau Veritas Certification positive conclusion on the project design.
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To guarantee the transparency of the validation process, the concerns raised are
documented in more detail in the validation protocol in Appendix A.

3 VALIDATION FINDINGS

In the following sections, the findings of the validation are stated. The validation
findings for each validation subject are presented as follows:

1) The findings from the desk review of the original project design documents and
the findings from interviews during the follow up visit are summarised. A more detailed
record of these findings can be found in the Validation Protocol in Appendix A.

2) Where Bureau Veritas Certification had identified issues that needed
clarification or that represented a risk to the fulfillment of the project objectives, a
Clarification or Corrective Action Request, respectively, have been issued. The
Clarification and Corrective Action Requests are stated, where applicable, in the
following sections and are further documented in the Validation Protocol in Appendix A.
The validation of the Project resulted in 4 (Four) Corrective Action Requests.

3) The conclusions for validation subject are presented.

3.1 PROJECT DESIGN

The project activity envisages implementation of 34.4 MW wind power project
consisting of 43 WEGSs of individual capacity 0.8 MW at Gadag District of Karnataka
state in India. The electricity generated from the wind farm will be exported to the
regional electricity grid and sold to the state electricity utility thereby marginally
contributing to reducing the energy demand supply gap in the state of Karnataka

The proposed project activity is an initiative by Hindustan Zinc Limited to export Wind
Electric Generator (WEG) generated renewable electricity to the power deficit Southern
region grid in order to decrease power shortage, diversify the grid and reduce
greenhouse gas emissions

Enercon India Limited has supplied the wind energy technology to HZL. WEG is
ingeniously devised to convert kinetic energy from the “air in motion” directly into
electricity without using conventional sources like coal, oil or natural gas for power
generation. The project activity implements gearless Enercon E-48SL WEGs with
synchronous generator, pitch regulation, low cut-in speed and aerodynamic braking
system. The specification for the WEGs is provided in section A.4.3 of PDD.

During the site visit for validation it was observed that out of 34.4 MW of total
installation, 8.8 MW was scheduled to be installed in September 07 and remaining
installation of 25.6 MW was planned in December 2007.

The project design is sound and the geographical (Kurthkoti and Mallasamudra of
District Gadag, Karnataka India) and temporal (20 years) boundaries of the project are
clearly defined.
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Prominent Corrective action Requests and Clarifications related to Project Design &
their resolution by validation team are summarised below

CAR-1 Section A.1 of Table-2

Wind Power project by HZL, Karnataka

Version 01, 25/02/2007. This date is not correct in line with application of latest CEA
data.

Response from Project participant
The date and version number have been updated in the revised PDD

Conclusion by Validation Team

Verified revised PDD, Version 2 dated 06/01/08.
Hence CAR-1 Closed

CAR-2 — Section A.3.2 Table 2
Approval from Ministry of Environment & Forests is awaited.

Response from Project participant
Host country approval dated 16 January 2008 is obtained.

Conclusion by Validation Team
Verified HCA dated 16 January 2008 and hence CAR-2 is closed.

CAR-3 — Section A.5.1.4 Table 2
Site visit revealed that proposed installations are planned in only three villages viz.
Kurtkoti, Harthi and Malasamudra for which no unique identification available

Response from Project participant

A revised list of the proposed locations for the HZL wind farm has been obtained from
the EPC contractor Enercon India Limited, which indicates specific WEG wise location
numbers including coordinates. The PDD has been revised accordingly.

Conclusion by Validation Team

Verified PDD for changes, Version & hence CAR-3 closed

CL-1:A.5.3.1, Table 2

Some of the specifications presented in PDD do not match with the specifications
mentioned in contract / P.O e.g. Tip Speed — in PDD is mentioned to be 33-80 m/s but
in contract it is mentioned as 80 m/s as max.

Response from Project participant
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The parameters have been revised in accordance with the parameters mentioned in
the contract.

Conclusion by Validation Team
Verified the Changes in Revised PDD & CL-1 is therefore closed.

3.2 BASELINE & ADDITIONALITY

The project has applied baseline as mentioned in the large-scale methodology
ACMO0002 version 06 dated 19th May 2006 for “Consolidated baseline methodology for
grid-connected electricity generation from renewable sources”. Electricity delivered to
the grid by the project would have otherwise been generated by the operation of grid-
connected power plants and by the addition of new generation sources, As the Project
does not modify or retrofit an existing generation facility, the baseline scenario is the
emissions generated by the operation of grid-connected power plants and by the
addition of new generation sources.

The present CDM project activity will generate and feed the electricity to the Southern
regional grid.

The emission reductions achieved because of the project activity will be direct function of
the net electricity feed to the grid and grid emission factor for the Southern regional grid.

The project proponent has adopted the Investment analysis as main barrier to justify the
additionality of the project. Also project proponent has described other Barrier and Common
Practice Analysis on the basis of which, the emission reductions from project are argued to
be additional,

Validators have assessed the claims of the Project participant on additionality. The
various claims and their assessment is presented below —

A. Startinqg date & Evidence of CDM Consideration -

Starting date of the project activity is 31/01/2007. This is the date on which umbrella
agreement with EPC contractor M/s. Enercon India Limited for supply, erection,
commissioning of 43 nos. Enercon make E48 800 KW wind turbines was entered in.
This can be considered as first real action and therefore accepted as starting date for
the project activity.

During the site visit, validation team critically investigated the serious CDM
consideration by the project participant. Project participant presented few evidences for
CDM consideration. Following are those -
1. Letter from HZL to Suzlon energy dated 04/05/2006-enquiring eligibility of
getting carbon credits for renewable power generation projects.
2. Letter from HZL to EIL
3. Communication with various CDM consultants during May-June 2006 regarding
plans of HZL and eligibility of project under CDM, expected revenue etc.

10
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4. Presentation dated November 2006 made by Mr. Naveen Singhal to the
management on investment in wind power and necessity of revenue from CDM
for financial viability of the project.

These steps resulted in Board resolution dated 30" November 2006 in making a
decision to go ahead for investments in wind Project. This resolution by board mentions
about the revenue coming from CDM for financial viability of the project activity.
.Considering all the activities in above mentioned sequence , validation team
concluded that CDM was seriously considered during the project conceptualisation.

As stated earlier the baseline scenario as per ACM 0002 is Electricity delivered to the
grid by the project activity would have otherwise been generated by the operation of
grid-connected power plants and by the addition of new generation sources, as
reflected in the combined margin (CM) calculations, PP has identified 2 alternatives to
the proposed project activity and

Based on this, alternative 2, i.e. no project activity and equivalent amount of energy
would have been produced by the project grid electricity system through its currently
running power plants and by new capacity addition to the grid i.e. Continuation of
current situation is justified as credible and realistic alternative for the proposed activity
. This is taken further for various tests under additionality.

Project proponent has used both the Steps i.e. Step 2: Investment Analysis & Step 3:
Barrier analysis for proving the additionality of emission reductions.

A. Investment Analysis & validation of the same

The Project uses benchmark analysis method as not enough alternatives are available
(refer to step 1) to carry out an investment comparison analysis. Also benchmark
analysis will be a more appropriate process for comparison with a government
stipulated benchmark and would yield more credible results

Referring to decision from EB-40, benchmark of 16% as per CERC order is now not
considered as benchmark for investment in the project activity. Now Project participant
has considered three other benchmarks for investment analysis. Validation comments
for all these benchmarks are as follows:

Benchmark 1: Government bond rates increased by a suitable risk premium to
reflect private investment and / or project type.

The required rate of return on equity for the project has been calculated using the
Capital Asset Pricing Model (CAPM). As per CAPM, the required return on equity
investment is the return of a risk-free security plus beta times the difference between
the market return and the risk-free return. The Government Securities have been taken
to represent the risk free return. Stock index has been used to represent the market
return.

Average government bond rate has been considered to be 7.34% as prevailing in year
2005-06. This has been taken from Reserve Bank of India.

Beta value in the calculation represents systematic risk by quantifying the sensitivity of
the stocks of the companies representing a particular project type/sector with the
market returns. The Project Participant in this case has considered private power
sector companies in India that have either partial or complete investment in renewable
power sector. The beta value thus arrived at relates to the type of the project activity.

11
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The beta values have been taken from Bloomberg. Project participant has provided
screenshots from Bloomberg terminal. These screen shots for all the investors in the
list has been provided. The Beta value taken for this analysis is based on the beta
values of the listed private companies engaged in similar business as the project
activity (i.e. the power sector) at the start of the project activity estimated by regressing
weekly returns on stock against local index, using 10 years of data if available.
Otherwise the data available since the listing of the company on the stock exchange
has been used. Based on this information, average beta value is 1.02.

Market risk premium has been calculated as the historical geometric mean return on
the stocks (using the BSE Sensex Index with 1979 as the base year) minus the
historical geometric mean return on government securities. This would give the
incremental returns over and above the risk free rate. This figure is arrived to be
19.46%.

The average risk free rate is calculated as the geometric mean of the compounded
annual return & this is 10.31%, which is also sourced from Reserve Bank of India and
considering a historical risk free rate is deemed to be a conservative approach.

Considering these both viz. market rate of return and Average risk free rate, Market
Risk Premium comes to 9.15 %. With government bond rate of 7.34%, Rate of return
on equity or cost of equity benchmark comes to 16.69% based on beta value of 1.02.
The validation team hereby confirms that it has assessed the information provided. The
validation team notes that the above approach is in line with the requirement of clause
6(a) of the 'Tool for demonstration and assessment of additionality, Version 04’. The
validation team therefore accepts the above method of calculation of benchmark.

Benchmark 2: Deposit Rates increased by Market Risk Premium.

Benchmark has also been estimated using the Government Deposit Rates applicable
at the time of start of the project activity. The average deposit rate as published by
Reserve Bank of India and applicable in the year 2005-06 was 6.625%.

The average risk free rate is calculated as the geometric mean of the compounded
annual return. Geometric mean of compounded return for the year 2005-06, comes out
to be 10.04%.

This data is available at Reserve Bank of India’s web-link. Accordingly the market risk
premium arrives at 9.41 % and subsequently the benchmark i.e. deposit rate increased
by Market Risk Premium comes to 16.24% using the beta value of 1.02 as calculated
for Benchmark 1.

The validation team hereby confirms that it has assessed the information provided. The
validation team notes that the above approach is in line with the requirement of clause
6(a) of the 'Tool for demonstration and assessment of additionality, Version 04’. The
validation team therefore accepts the above method of calculation of benchmark.

Benchmark 3: Estimates of the cost of financing and required return on capital
for the country and type of project activity concerned), based on bankers views
on comparable projects.

ICICI Bank Limited, which is one of the biggest private sector banks in India and has

been financing private sector wind energy projects (type of project activity concerned)
over the past few years, in its letter dated 17/10/2008 addressed to M/s. Hindustan

12
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Zinc Limited has confirmed that an Internal Rate of Return of over 16% for the capital
employed is desirable to ensure economic viability and adequate cash flows of a high
risk wind power project. Subsequently the bank vide letter dated 23/10/2008 has also
clarified that this rate of return as 16% has been the same for last three years. Hence
DOE is of the opinion that the same rate of return is applicable as benchmark to
proposed project activity, which was conceptualized in November 2006 and is therefore
in conformity with the banker’s expectations. [Within 3 years of these letters by ICICI
bank].

The above stated IRR is inclusive of cost of financing and the required rate of return as
expressed by an expert. It therefore is in line with clause 6(b) of the tool for
demonstration and assessment of additionality, version 04. The validation team
therefore accepts this as an alternative benchmark.

Evaluating all the alternate benchmarks presented, it can be seen that 16% rate of
return considered by ICICI bank is most conservative & hence can be considered as
benchmark for the subject project activity. With this benchmark, investment analysis
shows that investment in the proposed project activity is prohibitive without CDM
Revenues and hence can be considered to be additional.

The validation team therefore hereby confirms that 16% is accepted as the benchmark
for the project activity for the purpose of benchmark analysis under investment
analysis.

Project proponent is resubmitting all the IRR spreadsheets with the formulae readable
to enable replication of the investment and sensitivity analyses (Annexure 5a, 5b and
Sensitivity analysis sheets).

The financial expert in the team has verified various claims. It has been satisfactorily
demonstrated that IRR has been prohibitive in case of returns from project without
CDM revenues. As presented in PDD, IRR without CDM revenue is only 11.96 % while
as with CDM revenue is works out be 15.89% (CER Price @ €12 per CER ), which is
just close to benchmark of 16%.

Various data & assumptions to arrive at IRR workings have been validated. These are
as follows -

o Capital cost — This is as per Contract agreement — Contract No.
HZL/PROJ/WPP/WPP-UMBRELLA/07dated 31/01/2007 between HZL and EIL
for Wind Energy Farm at Gadag District - 43 nos. Enercon make E48 SL — 800
KW rating WEC.

o Equity, debt ratio — as per actual

o PLF of 24.971 % - This is based on suppliers’ guarantee given during supply
contract.

o Rate for power purchase — This is as per KERC order dated 18th January 2005.
The tariff is set on a cost plus ROE basis, hence it is most likely that if at all
there is any change in the tariff beyond the 10 year period of the PPA, it is likely
this change would be on the downward side. However to have a conservative
estimate, this has been kept constant for entire period of IRR working.

e O& M contract between HZL & EIL — HZL/WPP/O&M/KARNATAKA-001/07
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e As per quotation for insurance cover of wind farm by The Oriental Insurance
Company Limited. Accelerated Depreciation — As per provisions of Income tax
Act, 1961 — Government of India.

e Residual Value — As per provisions of The Companies Act, 1956 — Government
of India.

Statutory auditor by the company duly certified data used by the company. Financial
expert on the validation team additionally validated this. Investment analysis includes
various benefits like accelerated depreciation available to the project activity from the
national and sectoral policies for promoting renewable energy generation in India.

Further as additionality tool , version 4, The financial indicator can be based either on
(1) project IRR or (2) equity IRR. There is no general preference between the
approaches (1) or (2). The benchmark chosen for analysis shall be fully consistent with
the choice of approach’

Further, this working is also supported by sensitivity analysis, which considers PLF,
O&M cost and variation in SEB buy back rate as the variables for sensitivity. The
variation for sensitivity is considered to be in two slabs — £5% and £10%. The upper
variation value of 10% considered for PLF, O&M cost & SEB buy back rate is found
reasonable by DOE as:

- PLF value considered by project activity (based on suppliers guarantee) is 24.97%.
A 10% increase in this PLF value is deemed to be a reasonable estimate, since the
wind mast data provided by the supplier for the site and the corresponding
generation capability indicates the assumed PLF as the achievable PLF on the
specific location.

- O& M cost is fixed for 10 years and the prices would be renegotiated after 10 years,
and a maximum of £10% is seen as reasonable variation expected in the prices.

- SEB buy rate is also fixed for first 10 years and most likely not increase beyond
10%. The wind power generation tariffs (for sale to the state power utility) are
regulated (and not market-determined). Further, the tariffs for wind power
generation projects are regulated through cost plus regulation, i.e., the wind power
tariffs are set so as to allow recovery of operating costs, debt repayment (through
depreciation) and interest costs and a reasonable rate of return on equity.

- The term of the Power Purchase Agreement in Karnataka is 20 years but buying
rate from State electricity board is fixed only for ten years for the period from 11th
year to 20th year, the draft wind mill PPA in Karnataka states that “From the 11th
year onwards, from the Commercial Operation Date, Corporation shall pay to the
Company for the energy delivered at the Metering Point at a rate based on
operating costs and incentives to be agreed upon by mutual negotiations”. It is very
clear that only “operating costs” and “incentives” to be agreed upon by mutual
negotiation will determine the tariffs from 11th year to the 20th year. Hence the
price may come down but can not be validated now. However project participant
has considered a same value of Rs. 3.40 /kWh throughout, which is conservative.

Applying these two slabs of variations, it has been satisfactorily demonstrated that IRR
is still below the benchmark mentioned above in all cases.

The PLF assumed in the investment analysis for the project activity is 24.97% (based
on equipment supplier's generation guarantee) whereas the PLF as assumed by KERC
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tariff order dated 18 January 2005 is 26.5%. The project proponent has used the
project specific values which have been arrived at from the generation guarantee
supported by the wind mast prognosis data provided by equipment supplier Enercon
India Limited for the particular site in Gadag Plains where the WEGs of HZL are being
installed. This represents the most reliable data as it takes into consideration the micro
level measurement of wind availability and density particularly at the project site.
However, the KERC assumption is a holistic representation of PLF of Karnataka state,
which will vary from location to location, based on local site conditions. This is evident
from the various proposals submitted to KERC of the ranges in PLF observed in
Karnataka by different agencies such as INWEA (PLF in the range of 23%-28%), IWPA
(PLF of 23% as observed in Karnataka for the past three years), Reliance Energy (PLF
of 25%) and Senergy Global (PLF in the range of 23%-28%) to be considered for
determination of tariff as documented in the KERC order. The data by KERC is
available through KERC order dated 18 January 2005 and validation team also
validated data considered by Client based on wind mast data provided by equipment
manufacturer.

To ascertain the claims in the project activity a clarification was sought from the project
proponent to conduct and analysis using the PLF as assumed in the KERC order,
further investment analysis including sensitivity analysis was then carried out for the
project activity using KERC assumed 26.5% PLF, keeping all other parameters the
same as per the original model. The post tax equity IRR obtained using the same for
the project scenario was 13.41% which is lower than the benchmark. Furthermore, a
sensitivity analysis was conducted (variation upto +10%) to demonstrate the sensitivity
of the return on project due to uncertainty in plant load factor, O & M escalation rate
and tariff escalation after 10 years for the IRR model with PLF of 26.5%. The results of
this analysis further substantiate the claims of the project proponents since the
obtained IRR was below the 16% benchmark rate of return.

Based on the total working, it can be seen that investment in Windfarm of the stated
capacity is financially not attractive proposition for the project participant without CDM
revenues.

Under Step 3, various barriers like following barriers and their validation by the
validation team:

B. Barriers Analysis: following claims are presented in PDD

Institutional Barriers - Change in site due to dissolution of Forest Advisory Committee
(FAC) by the Supreme Court of India

Validation of the claims in PDD by DOE.

As mentioned in PDD that due to dissolution of Forest Advisory Committee (FAC) by
the Supreme Court of India, Initial site selected for WEG installation is not given and
therefore alternate site has been offered by Enercon to HZL causing delay in project
activity. It was only due to dissolution of existing FAC and uncertainty in time period for
formation and procedural changes of the new FAC that lead to proposal of new site by
EIL and subsequent acceptance by the project proponent and therefore change of
original site to this virgin site increasing risk on performance of wind farm at this site.
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The evidences for site change have been provided to DOE. Though above argument is
justified and posed barrier to HZL due to financial loss on account of delay in getting
the project commissioned but could not be considered as decisive barrier for the
project.

Regulatory Barriers - The Govt of India (MNES) promotes renewal energy sources in
the country and provides incentive for that activity including wind energy. it is unlikely
that due to transmission unavailability, back-down of generation or part-load
operations, though beyond the control of the PP affect the project activity more
severely as it is part of transmission of power through Grid which are now equipped
with better control and hence probability of such occurrence comes down.

There is a huge uncertainty with respect to the SEB buy back rate (presently INR
3.40/kWh) after 10th year of operation of the project activity since the present PPA tariff
is applicable only for a period of 10 years. It has been demonstrated in the investment
analysis that even with a 10% increase in the tariff after the 10™ year of operation, the
IRR value just increases upto 12.42% and still remains less than the bench mark of
16% and therefore to be considered as prohibitive barrier to the project activity.

E. Other Barriers

Claims by Project Participant

1. Virgin Site
2. Prevailing practice barrier

Validation of the claims by DOE -

1. As such output from Wind energy installations cannot be predicted as it
depends on several factors including wind speed, grid availability etc. Hence
suppliers of WECs keep on searching for different sites for consistent energy
generation. The site selected for HZL is new (Virgin) since the performance of
the site w.r.t. its consistent generation is not yet proven. Supplier has given the
certificate backed-up by data that this site is not yet harnessed for WEC
installations. This was also evident during site visit since infrastructure like
Substation is not yet fully operational. The arguments provided by the project
proponent are justified to be prohibitive but cannot be considered as a decisive
barrier.

2. Claims presented in PDD on prevailing practice are correct w.r.t. reduced
capacity additions in Karnataka when specifically compared to other states like
Tamilnadu & Maharashtra. Reasons for reduced capacity addition is not under
control of any investor but is attributed to ease of getting approvals, regulatory
policy in the state and actual circumstances in terms of transmission availability
and infrastructural arrangements. Hence though data pertaining to installations
in Karnataka can be accepted, this can not be accepted as prohibitive barrier.

Common practice analysis

Project participant has provided the list of wind power installations in the region
(Karnataka state). This list is available from Karnataka Renewable Energy
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Development Limited. (KREDL). According to this publicly available data, two aspects
can be concluded:

According to additionality tool, Projects are considered similar if they are in the same
country/region and/or rely on a broadly similar technology, are of a similar scale, and
take place in a comparable environment with respect to regulatory framework,
investment climate, access to technology, access to financing, etc. The Tool also
mentions that other CDM project activities are not to be included in this analysis.
Accordingly only large scale projects i.e. capacities above 15 MW setup by a single
private investor have been considered for common practice analysis. As seen from
data available from KREDL, it is seen that there are 5 single investors who have
investments in wind mills of capacity 15 MW or more before the project activity. It was
noted that all 5 investors have implemented most of the investments with CDM
consideration. Project participant has provided evidence for the same in his response.
In case of M/s Nuzivedu Seeds Ltd., M/s Enercon India Limited and M/s VSL & Sons a
few of the windmills are not covered under the respective CDM project activities.
However, it is seen that the capacity that is not covered in the CDM project is installed
in a different time frame at different location and ranged between 1.2 to 5 MW (i.e.
<15MW). Thus this capacity is not comparable in scale to the project activity and is
equivalent to an independent small scale project.

Thus project participant has demonstrated that similar projects in the same region are
all implemented only with due consideration of CDM and hence there are no similar
project activities for comparison in the common practice analysis.

Information on other issues regarding penetration of wind energy in the country and the
region has been provided by the PP and we concur with the same. All data and
information provided has been verified with publicly available data provided in the
weblinks mentioned in the PP’s reply.

Considering all the available information, DOE is of the opinion that installations of
similar scale are not a common practice in the region and that that wind power project
development is substantially dependent on CDM.

Based on evidences available and arguments provided in PDD, Version 4 for
additionality, validation team considers the emission reduction from the project activity
to be additional above those would have occurred in the absence of project activity.

Prominent Corrective action Requests and Clarifications related to Baseline & their
resolution by validation team are summarised below

CAR-4— Section B.3.1 Table 2

Following claims in additionality are not explained clearly in PDD

A.IRR -
1. Evidence for not having debt. Funding is not clear.
2. Break of total project cost INR 167.7 Crores is not provided.
3. Basis of insurance cost as 0.18% of plant and machinery is not provided.
4. Working evidently has not considered residual value of plant, machinery and

land.
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5. KERC order mentions 26.5 % PLF to give 16% ROE. Project has considered
24.97% PLF and therefore IRR 11.96 %. In that case, what could be IRR
considering PLF as considered by KERC needs to be clarified.

B. From the data provided in Table 4, Section B.4 of PDD, it is evident that in
Karnataka, the shortage of electricity (expressed in Million Units) is reducing and in the
year 2005-06, it has come down to only 0.7%. It is therefore not clear, how the project
is contributing towards demand and supply gap in state of Karnataka.

C. In technological barrier, it is explained that how gearless technology is more
susceptible to frequency variation in grid. However in specifications for the proposed
technology ( as explained in section A.4.3 of PDD ) generator can operate in the
frequency range of 46 — 54 Hz. Therefore it is not clear, how this can become barrier.

D. In table 8, under common practice analysis, data for private wind farm owners
having 20 MW and above is presented. Last column of the same table mentions about
CDM revenue claimed by these investors. However data on project size claimed for
CDM revenue and data in table do not match.

Response from Project participant
A-IRR

1. Balance sheets of HZL are being submitted as evidence for not having debt
funding. Please find the balance sheets as Enclosure 1.

The break up of total project cost is being provided as Enclosure 2.

3. The quotation of cover for wind farm by the orient insurance company to HZL is
being provided as Enclosure 3.

4. The depreciation has already been considered in the financial analysis based
on the government norms. Please find attached the revised Excel sheets as
Enclosure 4 and 5.

5. The PLF assumed in the investment analysis for the project activity is 24.97%
(based on equipment supplier's generation guarantee) whereas the PLF as
assumed by KERC tariff order dated 18 January 2005 is 26.5%. The project
proponent has used the project specific values which have been arrived at from
the generation guarantee supported by the wind mast prognosis data provided
by equipment supplier Enercon India Limited for the particular site in Gadag
Plains where the WEGs of HZL are being installed. This represents the most
reliable data as it takes into consideration the micro level measurement of wind
availability and density particularly at the project site. However, the KERC
assumption is a holistic representation of PLF of Karnataka state which will vary
from location to location based on local site conditions. This is evident from the
various proposals submitted to KERC of the ranges in PLF observed in
Karnataka by different agencies such as INWEA (PLF in the range of 23%-
28%), IWPA (PLF of 23% as observed in Karnataka for the past three years),
Reliance Energy (PLF of 25%), KPTCL (PLF of 30%) and Synergy Global (PLF
in the range of 23%-28%) to be considered for determination of tariff as
documented in the KERC. To ascertain the additionality of the said project,
further investment analysis including sensitivity analysis was carried out for the
project activity using KERC assumed 26.5% PLF, keeping all other parameters
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the same as per the original model. The post tax equity IRR obtained using the
same for the project scenario is 13.41% which is lower than the benchmark.

B. The demand supply gap exists historically. The data and graphs showed in the PDD
indicate the sectoral circumstances prevalent in the state as well as the grid. Also, the
project activity is a wind farm project, which cannot meet the base load requirements
throughout the year on a continuous basis due to intermittency and is thus used to
meet the peak load requirement. The peak shortage in the state is 9.8% (according to
Table 4, section B.4.) and thus the project activity contributes toward the difference
between peak requirement and peak met.

C. Although the perceived barrier is relevant in context as it is a risk associated with the
technology used but since the project activity is not relying only on the above barrier for
the demonstration of additionality and examples or evidences to demonstrate this
barrier is not available in the public domain, as requested, it is being removed from the
revised PDD.

D. The data in table mentions the present installed capacity as per the updated list of
installations in Karnataka provided by KREDL. The table is not indicative of the project
sizes considered under CDM. It just illustrates that these project developers have also
gone ahead with implementation of large sized wind farms only after consideration of
CDM revenues indicating the barriers to implementation of large wind farms in the
state.

Conclusion by Validation Team

A

1. Balance sheet has been provided for last 3 years and verified for debt funding
2. Break up of total project cost has been provided

3. Quotation of cover from insurance company has been provided and verified

4. Depreciation value has been taken as per prevailing norm of IT act/rule and same is
confirmed by financial expert in validation team.

5. Explanation on why IRR is less as compared to return on Equity considered by
KERC order dated 18 January 2005 for tariff determination is found to satisfactory and
hence acceptable.

B Explanation on demand /supply gap is accepted

C Reviewed the PDD and Technological barrier is not presented to demonstrate
additionality but only has been presented as additional information. As such validation
team has not considered technological barrier to accept the additionality of project.

D Information related to data related to common practice is available on public domain
& Explanation on data related to common practice is accepted. Based on above
consideration CAR-4is closed
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3.3 MONITORING PLAN

The Project uses the approved consolidated monitoring methodology ACM 0002,
version 6, and dated 19/05/2006.

The adopted monitoring methodology is applicable to the type of the project activity
since the project activity is grid-connected renewable power generation from wind
sources

The methodology requires monitoring of the following parameters:

- Electricity generation from the proposed project activity;

- Data needed to recalculate the operating margin emission factor, if needed,
based on the choice of the method to determine the operating margin (OM),
consistent with “Consolidated baseline methodology for grid-connected
electricity generation from renewable sources” (ACM0002);

- Data needed to recalculate the build margin emission factor, if needed,
consistent with “Consolidated baseline methodology for grid-connected
electricity generation from renewable sources”’(ACMO0002);

The details of parameters, their frequency and relevant QA/QC procedures have been
explained in section B.7.1 of PDD. Description of monitoring plan for monitoring of
electricity on regular basis has been explained in Section B.7.2 of PDD.

Authority and responsibility of project management as well as registration, monitoring,
measurement and reporting related to project lies with Hindustan Zinc Limited. HZL has
formulated a Project Team to ensure proper and continuous monitoring of the
performance of turbines and generation of power.

To ensure trouble free operations and efficient generations through all the wind
turbines, HZL has entered into a comprehensive Operation and Maintenance
agreement with the manufactures of the turbines for a period of 20 years. The
contractor EIL, under the O&M contract with HZL would be responsible for the
operation and maintenance of the project activity for the entire crediting period

Electricity imported from KPTCL will be measured at the main meter connected to the
incoming feeder of KPTCL. The Delivered Energy shall be metered by the Parties at
the high voltage side of the step up transformer installed at the Receiving Station. The
electricity generated by the Project shall be metered by the Parties at the high voltage
side of the step up transformer installed at the Project Site. The WEGs of a single
customer (HZL in this case) at a particular site are connected to a Vacuum Circuit
Breaker metering yard (VCB) which in turn connects to a feeder that ultimately leads to
the shared main KPTCL meter at the substation maintained by Enercon India Limited.
Data monitoring takes place at the VCB metering yard and WEG (through SCADA
system). The electricity metered at the KPTCL meter is proportionally divided among
the customers connected to the meter on the basis of the prorata readings taken at the
VCB end. The emission reduction calculations are done on the basis of the KPTCL
Main meter reading.

During site visit, the complete installations of all the WEGs was under progress,
however interactions during site visit with personnel of client, EIL revealed above
mentioned information for monitoring.
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Prominent Corrective action Requests and Clarifications related to Baseline & their
resolution by validation team are summarised below

CL-3, F.5.5, Table 2

As per PDD, calibration of energy meters would be done regularly by KPTCL. However
frequency of the same needs to be specified.

Response from Project participant
The frequency of calibration has now been mentioned in the revised PDD.

Conclusion by Validation Team
Verified revised PDD for inclusion of calibration frequency and hence CL-3 is closed.

3.4 CALCULATION OF GHG EMISSIONS

As per ACM 0002, Version 6, dated 19/05/2006, the baseline emission sources
considered are fossil fuel fired power plants connected to the relevant electricity system
(grid). The relevant grid considered for the calculation of baseline emissions is the
southern region grid and not the state or the National grid.

As required under ACM 0002, Version 6, dated 19/05/2006, the baseline emissions are
calculated as per combined margin approach, both in terms of relevant grid definitions
and the emission factors. The operating margin in the baseline emissions is calculated
using equation (1) described in ACM 0002, Version 6, dated 19/05/2006. For
calculating the operating margin, data vintage of 3-year average (based on the most
recent publicly available statistics available at the time of PDD submission) has been
used. The build margin calculations have been completed with most recent information
available on plants already built at the time of PDD submission. The combined margin
calculation is based on CEA data — Latest version dated 15/12/2007. As per
methodology ACM 0002, Version6, dated 19 May 2006. ‘For wind and solar projects,
the default weights are as follows: wOM = 0.75 and wBM = 0.25 (owing to their
intermittent and non-dispatchable nature). The detailed algorithms are described later
under sections B.6.1. The value applied for combined margin 0.9293 tCO,/MWh is
found to be correct.

As described in ACM 0002, Version 6, dated 19/05/2006, there are no project
emissions as well as no leakage effects. Therefore emission reductions by the project
activity equal the baseline emissions relevant to the project activity.

Estimated values for generation of 69,982 MWh units of electricity annually and thereby
65,036 tonnes of equivalent CO2 are found to be reasonable. Calculations are
presented in complete and transparent manner.

The Central Electricity Authority of the Government of India has published the CO2
Baseline Database for the Indian power sector, which includes data for all regional
grids in India. Version 2.0 of the CO2 Baseline Database was initially adopted for
baseline determination in accordance with ACMO0002. The resulting emission factor
from applying the data provided in version 2.0 of the CEA database was 0.931
tCO2/MWh. However during the course of validation, version 3.0 of the database was
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published with data added for the year 2006-2007. The emission factor resulting from
data in the updated database is 0.9293 tCO2/MWh. Thus, a more conservative
baseline for the project activity is established using data from version 3.0. Therefore,
the ex-ante values for the operating margin, build margin, and corresponding emission
factor were updated as per version 3.0 of the CO2 Baseline Database

3.5 SUSTAINABLE DEVELOPMENT IMPACTS

Host country legislation does not require detailed environmental impact analysis for
wind projects. No significant environmental impacts have been identified from the
project activity. The environmental impacts during construction phase and during
operation and maintenance phase of the activity are presented in PDD. The other
normal (negative/ positive) environmental impacts assessed due to the activity are
summarized below:

e Wind Power plants are known to contribute to zero atmospheric pollution as no
fuel combustion is involved during any stage of the operation. During
transportation, movement of construction material during construction will have
some impact on the air. As the transportation is quite less for the project activity,
the impacts will be negligible.

o There is no effluent discharge from project activity. However during construction
phase, project proponents provided proper sanitary arrangements.

e There are no migratory birds / endangered species in the region of project
activity. Therefore no harm to the ecological environment is envisaged.

¢ Noise is generated due to the movement of rotor blades. It has no direct effect
on the population, as the area is less populated and noise generated will be
attenuated by ambient conditions.

e There is no inconvenience to the local community due to the transmission lines.
The locals have benefited economically through land sales. The project activity
helps the
upliftment of skilled and unskilled manpower in the region. The project will be
providing employment opportunities not only during the construction phase, but
also during its operational lifetime. The project activity improves employment
rate and livelihood of local populace in the vicinity of the project. Moreover, the
project generates eco-friendly, GHG free power, which contributes to
sustainable development of the region.

In view of above positive impacts and contribution towards the country’s goal of
sustainable development and improvement in quality of life of local population, the
development and implementation of systems for ‘Wind power project by HZL in
Karnataka” were recommended by the Hindustan Zinc Limited management. The
clearance of this CDM initiative by Hindustan Zinc Limited would facilitate the process
of sustainable energy production.
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3.6 COMMENTS BY LOCAL STAKEHOLDERS

Local stakeholder consultation meeting to discuss stakeholder concerns on the
proposed Clean Development Mechanism (CDM) project —/Wind power project by HZL
in Karnataka ‘of Hindustan Zinc Limited was held at time on 11/08/2007 at Enercon
Site Office at Gadag.

Project participant has maintained the list of participants, the notice inviting
participation to interested stakeholders, record of the stakeholder meeting proceedings
and photographs of the meeting.

The stakeholders viewed the company name project as contributing to local
environmental benefits and socio-economy. Overall, there was agreement that the
project activity was a beneficial project from the local sustainable development. The
local stakeholders interviewed during the site visit of the validation activity endorsed
these views. Stakeholders also expressed their expectation from project participants
during the meeting with validators during site visit. These were mainly related to more
participative approach from project participants so that villagers know the progress
about the project as well as they can contribute by offering suggestions for the benefit
of the villages.

4 COMMENTS BY PARTIES, STAKEHOLDERS AND
NGOS

According to the modalities for the Validation of CDM projects, the validator shall make
publicly available the project design document and receive, within 30 days, comments
from Parties, stakeholders and UNFCCC accredited non-governmental organisations
and make them publicly available.

Bureau Veritas Certification published the project documents on the UNFCCC CDM
website (http://cdm.unfccc.int) on and invited comments within 10/07/2007 to
08/08/2007 by Parties, stakeholders and non-governmental organisations. No
comments were received during the commenting period.

5 VALIDATION OPINION

Bureau Veritas Certification has performed a validation of the Hindustan Zinc Limited’s
‘Wind power project by HZL in Karnataka (hereafter called “the project”) located in two
villages namely Kurthkoti and Mallasamudra of District Gadag, Karnataka, India. The
validation was performed on the basis of UNFCCC criteria and host country criteria and
also on the criteria given to provide for consistent project operations, monitoring and
reporting.

The validation consisted of the following three phases: i) a desk review of the project
design and the baseline and monitoring plan ii) follow-up interviews with project
stakeholders iii) the resolution of outstanding issues and the issuance of the
Validation Report and opinion.
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By generating electricity from wind the project is expected to result in reductions of
GHG emissions partially displacing electricity that would have otherwise been
generated from the grid. An analysis of the investment, regulatory & other barriers
demonstrates that the proposed project activity is not a likely baseline scenario.
Emission reductions attributable to the project are hence additional to any that would
occur in the absence of the project activity. Given that the project is implemented and
maintained as designed, the project is expected to achieve the estimated amount of
emission reductions.

Review of the project design documentation (version 02) and the subsequent follow-up
interviews have provided Bureau Veritas Certification with sufficient evidence to
determine the fulfillment of stated criteria. In our opinion, the project correctly applies
and meets the relevant UNFCCC requirements for the CDM and the relevant host
country criteria.

The validation is based on the information made available to us and the engagement
conditions detailed in this Validation Report.

6 REFERENCES

Category 1 Documents:

Documents provided by Hindustan Zinc Limited that relate directly to the GHG
components of the project.

1/ Host country Approval dated 16/01/2008
12/ PDD Initial Version — Version 1, 25/02/2007 dated & Final version 2, dated 06/01/2008
Starting date and Evidence of CDM Consideration

13/ "Contract agreement — Contract No. HZL/PROJ/WPP/WPP-UMBRELLA/07dated
31/01/2007 between HZL and EIL for Wind Energy Farm at Hanumanhatti - 43 nos.
Enercon make E48SL — 800 KW rating WEC.

14/ Letter from HZL dated 04/05/2006 written to EIL enquiring about the eligibility of
renewable energy projects under CDM.

15/ Letter from HZL dated 04/05/2006 written to Suzlon Energy Limited enquiring about
the eligibility of renewable energy projects under CDM.

16/ Communication by HZL with various consultants during May — June 2006

17/ Presentation dated November 2006 made by Mr. Naveen Singhal to the management
on investment in wind power and necessity of revenue from CDM for financial viability
of the project.

18/ Board Resolution dated 30/11/2006 stating that company should plan for wind power
installations and take all necessary steps for registering the project as CDM Project.

Approvals & Contracts relevant to Project

19/ KREDL Approval (KRED08/HZI-EIL/2007/844

/10/ | Contract agreement between HZL and Enercon India Limited required for wind energy
farm at Hanumanhatti, Karnataka (HZL/PROJ/WPP-UMBRELLA/07) dated
31/01/2007.
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/11/ | O & M contract between HZL and Enercon -HZL/WPP/O&M/KARNATAKA-001/07

12/ | Letter from M/s. Enercon dated 03/05/2007 to HZL mentioning delay in obtaining
necessary approvals for Hanumanhatti site, Karnataka due to reconstitution of FAC
and therefore proposing new site of Gadag.

/13/ | Minutes of meeting dated 10/05/07 between EIL & HZL for discussions on shifting the
site from Hanumanhatti to Gadag.

/14/ | Amendment ( For shifting site to Gadag from Hanumanhatti) dated 26/05/2007 to
Umbrella Agreement (HZL/PROJ/WPP-UMBRELLA/Q07) dated 31/01/2007.

115/ | As per quotation for insurance cover of wind farm by The Oriental Insurance Company
Limited.

/16/ | KERC order dated 18th January 2005.

Stakeholders’ Consultation Process

/17/ | Invitation letter dated 11/04/2007 for inviting villagers to attend the meeting about
“Clean Development Mechanism'

/18/ | Records of stake holders’ meeting dated 29/052007

Other relevant documents
/19/ | Wind Mast data provided by M/s. Enercon India Ltd. — For Gadag Site.

Category 2 Documents:

Background documents related to the design and/or methodologies
employed in the design or other reference documents.

/1) | Kyoto Protocol to the United Nations Framework Convention on Climate Change,
United Nations, 1997

/2/ | Guidelines for completing CDM-PDD - Version 06, dated 28/07/2006

13/ | Approved Methodology —ACM 0002 - Version 6 —19/05/2006

/4/ | Tool for demonstration and Assessment of Additionality —Version 4

Persons interviewed:

List persons interviewed during the validation, or persons that contributed with other
information that are not included in the documents listed above.

"/ Mr. T Francis — A.G.M, Wind Energy Project — HZL

12/ Mr. P.K.Gupta — Head, Commercial - CPP — HZL

13/ Mr. Imran Quazi — Engineer — Wind Power Project — HZL
14/ Mr. M. S. Umashankar — Sr. Manager —Projects — Enercon India Limited
15/ Mr. Basavaraj — Projects — Enercon India Limited

6/ Mr. Jyoti Prakash — Site In-Charge — Enercon India Limited
17/ Mr. S.A. Shivanagnth- Industrialist-Gadag

18/ Mr. M.B. Patil - Ex-president - V.S.S. Bank — Harthi

19/ Mr. D.B. Redder —Agriculturist —Harthi

/10/ Mr. P.B. Bandi — Lecturer- Gadag

111/ Mr. S.S. Badiger-Agriculturist- Harthi
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| 112/

| Mr. D.D. Mundaragi —Agriculturist- Harthi
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Table 1 Mandatory Requirement for Clean Development Mechanism (CDM) Project Activities.

Cross Reference /

REQUIREMENT REFERENCE CONCLUSION c
omment
1. The project shall assist Parties included in Annex | in achieving Kyoto Protocol Yes Table 2, Section
compliance with part of their emission reduction commitment | Art.12.2 E.41
under Art. 3
2. The project shall assist non-Annex | Parties in achieving sustainable Kyoto Protocol Yes Table 2, Section A.3
development and shall have obtained confirmation by the host | Art. 12.2, Host trv aporoval
country thereof Marrakesh d ots dco;gog hpp
Accords, CDM bZeen received *
Modalities §40a '
3. The project shall assist non-Annex | Parties in contributing to the Kyoto Protocol Yes Table 2, Section
ultimate objective of the UNFCCC Art.12.2. E4A1
4. The project shall have the written approval of voluntary participation Kyoto Protocol Yes. HCA dated 16
from the designated national authorities of each party involved, Art. 12.53a, January 2008 is
including confirmation by the host party that the project activity Marrakesh available
assists it in achieving sustainable development Accords, CDM
Modalities §40a,
§28, Annex 3 of
the Resolucao
Interministerial
01/03
5. The emission reductions shall be real, measurable and give long- | Kyoto Protocol Yes Table 2, Section E
term benefits related to the mitigation of climate change Art. 12.5b The relevant
discussion are also
part of the validation
report.
6. Reduction in GHG emissions shall be additional to any that would | Kyoto Protocol Yes Table 2, Section B.2
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Cross Reference /

REQUIREMENT REFERENCE CONCLUSION e
occur in absence of the project activity, i.e. a CDM project activity | Art. 12.5¢, Assessed by DOE
is additional if anthropogenic emissions of greenhouse gases by | Marrakesh and transparently
sources are reduced below those that would have occurred in the | Accords, CDM addressed in the
absence of the registered CDM project activity Modalities §43 validation report

and 44
7. Potential public funding for the project from Parties in Annex | shall | Marrakech Yes No public funding for
not be a diversion of official development assistance Accords the project from
Annex1 parties is
indicated.
8. Parties participating in the CDM shall designate a national authority | Marrakech Yes Ministry of
for the CDM Accords, CDM Environment and
Modalities §29 Forest has been
designated national
authority by the host
country i.e. India.
9. The host country shall be a Party to the Kyoto Protocol Marrakech Yes Host country, India is
Accords, CDM a party to the
Modalities §30 Kyoto Protocol
10. Comments by local stakeholders shall be invited, a summary of | Marrakech Yes Table 2, Section G
these provided and how due account was taken of any comments | Accords, CDM
received Modalities §37b
11. Documentation on the analysis of the environmental impacts of the | Marrakech Yes Table 2, Section F
project activity, including transboundary impacts, shall be | Accords, CDM
submitted, and, if those impacts are considered significant by the | Modalities §37¢
project participants or the Host Party, an environmental impact
assessment in accordance with procedures as required by the
Host Party shall be carried out.
12. Baseline and monitoring methodology shall be previously | Marrakech Yes Table 2, Section
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Cross Reference /

REQUIREMENT REFERENCE CONCLUSION e i —
approved by the CDM Methodology Panel Accords, CDM B.1.1and D.1.1
Modalities §37e
13. Provisions for monitoring, verification and reporting shall be in | Marrakech Yes Table 2, Section D
accordance with the modalities described in the Marrakech | Accords, CDM
Accords and relevant decisions of the COP/MOP Modalities §37f
14. Parties, stakeholders and UNFCCC accredited NGOs shall have | Marrakech Yes PDD was made
been invited to comment on the validation requirements for | Accords, CDM available for public
minimum 30 days, and the project design document and | Modalities, §40 comments from
comments have been made publicly available 10/07/2007 to
08/08/2007
15. A baseline shall be established on a project-specific basis, in a | Marrakech Yes Table 2, Section B.2
transparent manner and taking into account relevant national | Accords, CDM
and/or sectoral policies and circumstances Modalities, §45 b,
c, e
16. The baseline methodology shall exclude to earn CERs for | Marrakech Yes Table 2, Section B.2
decreases in activity levels outside the project activity or due to | Accords, CDM
force majeure Modalities, §47
17. The project design document shall be in conformance with the | Marrakech Yes Guideline for
UNFCCC CDM-PDD format and fullfilled according to the | Accords, CDM completing CDM PDD
guidelines for completing CDM-PDD, CDM-NMB, and CDM-NMM | Modalities, — Version 6, 28 July
Appendix B, EB 2006.
Decisions
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Table 2 Requirements Checklist
Draft = Final

CHECKLIST QUESTION

A. General Description of Project Activity

COMMENTS Concl Concl

The project design is assessed.

A.1.Title of the project activity, version number and |
date of the document

A.2. Description of the project activity

included?

A.2.1. Is the purpose of the project activity

Wind Power project by HZL, Karnataka | CAR-1 | OK
Version 01, 25/02/2007. This date is not correct in
line with application of latest CEA data.

To generate power from wind farm and export to OK OK
regional electricity Grid and sell to State electricity
utility thereby marginally reducing the energy
demand supply gap in Karnataka state (Refer A.2
of PDD). It is mentioned as ‘The project activity use
43 numbers of 0.8 MW wind energy generators
(WEG'’s) for achieving the purpose of wind power
generation.

Page A-6




BUREAU VERITAS CERTIFICATION

Report No: INDIA-Val/126.49/2007/Rev.01

VALIDATION REPORT

7828

BUREAU

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl

Final
Concl

A.2.2. Is the view of the project participants on
the contribution of the project activity to
sustainable development included?

A.3. Contribution to Sustainable Development

The project’s contribution to
development is assessed.

sustainable

DR

According to project participants, the project activity

contributes to sustainable development through:

e Reduction in greenhouse gases, mainly COZ2.

e Reduction in energy demand (marginally) in the
state grid.

e Employment generation & Improved Economics
activities by strengthening of local grid in rural
areas.

e Contribution to Resource Conservation

¢ No end products in the form of solid waste
which is normally contributed by other source of
power generation eg Coal

OK

OK

relevant

A.3.1. Is the project in line with - DR | Yes Indian legislation allows windmill operations.. OK OK
legislation and plans in the host country? I

A.3.2. Is the project in line with host-country - DR | Yes but Approval from Ministry of Environment & | CAR-2 OK
specific CDM requirements? I Forests (DNA) is not available.

A.3.3. Is the project in line with sustainable - DR | Referto A.2.2 -
development policies of the host country? I

A.3.4. Will the project create other environmental - DR | The project is reported to lead to sustainable OK OK

or social benefits than GHG emission

reductions?

A.4. Project

A.4.1. Are Party (ies) and private and/or public
entities involved in the project activity listed?

development. Refer A.2.2.

Yes listed. Refer A.3 of PDD.
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CHECKLIST QUESTION Ref. MoV* COMMENTS Draft - Final

Concl  Concl

A.4.2. Is the contact information provided in 1 DR | Yes. Refer page 34 of PDD OK OK
annex 1 of the PDD?

A.4.3. Is this information indicated using the 1 DR | Yes. Information is provided using tabular format OK OK

tabular format?

A.5.1. Location of the project activity

A.5.1.1.  Host country Party(ies) 1 DR | India OK OK
A.5.1.2. Region/State/Province etc. 1 DR | Karnataka OK OK
A.5.1.3. City/Town/Community etc. 1 DR | District — Gadag OK OK
A.5.1.4. Detailed description of the physical 1 DR | The project activity is located in 9 villages in the | CAR-3 OK

location, including information allowing
the unique identification of this project
activity.

A.5.2. Category of the project activity
Is the category of the project

"DR

district of Gadag in Karnataka state. It is located at
a Latitude of 15°1543” to 15°2500" N and
Longitude of 75° 31 15" to 75° 36° 57’E
respectively. Site is having elevation of 680-710
MASL. However site visit revealed that proposed
installations are planned in only three villages viz.
Kurthkoti, Harthi and Malasamudra for which no
unique identification available

Ab5.21. 1 Scope Number 1, OK OK
activity specified? Energy Industries (renewable/non renewable
sources)
Ab5.22. Is it justified how the proposed - DR | The proposed project activity being a power OK OK

project activity conforms to the project
category selected?

generation activity using renewable wind energy,
conforms to the category selected

Page A-8
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CHECKLIST QUESTION

A.5.3. Technology to be employed
Validation of project technology focuses on the

project engineering, choice of technology and

competence/ maintenance needs. The validator |
should ensure that environmentally safe and§
sound technology and know-how is used.

COMMENTS

" CL-1

Draft  Final

Concl Concl

A.5.3.1. Does the project design - DR | Yes Refer A.4.3 Project design engineering reflects OK
engineering reflect current good I current good practices.
practices? As per PDD, the project activity employs gear less
with variable speed and pitch function Wind Energy
Generators to ensure optimum efficiency &
maximum energy capture in producing wind
energy, The Project has operating frequency
ranges between 46 to 54 Hz & voltage fluctuation
of =20 % to + 20% ensure state of art technology
used
Some of the specifications presented in PDD do
not match with the specifications mentioned in
contract / P.O e.g. Tip Speed — in PDD is
mentioned to be 33-80 m/s but in contract it is
mentioned as 80 m/s as max.
A.5.3.2. Does the project use state of the - DR | Refer A.5.3.1 CL-1 OK
art technology or would the technology I
result in a significantly better
performance than any commonly used
technologies in the host country?
A.5.3.3. Is the project technology likely to - DR | Expected operational lifetime of the project activity OK OK
be substituted by other or more I is 20 years. It is unlikely that the project technology
efficient technologies within the project will be replaced within this project time.
period?

Page A-9
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CHECKLIST QUESTION Ref. MoV* COMMENTS Draft - Final
Concl  Concl
A.5.3.4. Does the project require extensive - DR | Yes Extensive training required prior the start of OK OK
initial training and maintenance efforts I project as Project participant does not have
in order to work as presumed during experience in the area of wind energy generation
the project period?
For this purpose , Comprehensive O & M contract
between HZL(PP) & EPC contractor M/s Enercon
India Limited for a period of 20 years is signed
A.5.3.5. Does the project make provisions - DR | Refer A.5.3.4. OK OK
for meeting training and maintenance I
needs?

A.5.4. Brief statement of how anthropogenic

emissions of GHG by sources are to be
reduced by the proposed CDM project

activity

T OK |

A54.1. Is it stated how anthropogenic 1 DR | The project itself is a zero emission power project OK
GHG emission reductions are to be as it is based on wind, a renewable natural source.
achieved? In the absence of the project activity, the electricity
authority would have permitted new thermal or
other GHG intensive power generation options.
A.5.4.2. s the estimate of total anticipated 1 DR | The estimated emission reductions over the 7year OK OK
reductions of tons of CO: equivalent crediting period would be 455,252 t COZ2e.
provided?
A.5.4.3. s this information indicated using 1 DR | Yes. Refer A.4.4 of PDD. OK OK
the tabular format?
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CHECKLIST QUESTION

A.5.5. Public funding of the project activity

Ref. MoV’

1 | DR

The project has not received any public funding

COMMENTS

Draft

__Concl

_Concl

Final

information on sources of public
funding for the project activity provided
in Annex 2, including an affirmation
that such funding does not result on a
diversion of official development
assistance and is separate from and is
not counted towards the financial
obligations of those Parties?

B. Project Baseline

The validation of the project baseline est‘ab/ishesE

whether the selected baseline methodology is

appropriate and whether the selected baselineE

represents a likely baseline scenario.

B.1. Baseline Methodology

It is assessed whether the project applies an

appropriate baseline methodology.

B.1.1. Are the title and the reference of the

baseline methodology applicable to the
project activity defined?

UNF |
CcCC
web
site

connected electricity generation from renewable
sources, ACM 0002, Version 06, May 19, 2006.

A.5.5.1. Is it indicated whether public OK OK
funding from Parties included in Annex Refer A.4.5 of PDD.
| is involved in the proposed project
activity?

A.5.5.2. If public funding is involved, is 1 DR | Not applicable. -

1 DR | Yes. Consolidated baseline methodology for grid- OK

OK
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CHECKLIST QUESTION Ref. MoV* COMMENTS oratt STine
oncl | Concl
B.1.2. Is the baseline methodology previously 1 DR | Yes. Refer B.1.1 OK OK
approved by the CDM Methodology Panel?
B.1.3. Does the proposed project activity meet 1 DR | Yes. This methodology applies to project activities OK OK
the applicability conditions of the that generate electricity from renewable energy
methodology? sources.

B.2. Description of how the methodology |s

applied in the context of the project activit

B.2.1. Is the baseline methodology the One
deemed most applicable for this project and
is the appropriateness justified?

ACM
0002

DR

The approved baseline methodology is applicable

to grid-connected renewable power generation
project activities. Including capacity additions from
wind sources.

OK
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~ Draft  Final
Concl Concl

CHECKLIST QUESTION Ref. MoV* COMMENTS

B.3. Description of how the anthropogenic GHG
emissions by sources are reduced below

those that would have occurred in the |
absence of the proposed project activity :
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl

Final
Concl

B.3.1.

Is the proposed project activity additional?

DR

Yes Project additionality has been demonstrated
using the version 04 of the “Tool for the
demonstration and assessment of additionality”
using following steps.

However following claims in additionality are not
explained clearly in PDD

A.IRR -

1. Evidence for not having debt. Funding is not
clear.

2. Break of total project cost INR 167.7 Crores
is not provided.

3. Basis of insurance cost as 0.18% of plant
and machinery is not provided.

4. working evidently has not considered
residual value of plant, machinery and land.

5. KERC order mentions 26.5 % PLF to give
16% ROE. Project has considered 24.97%
PLF and therefore IRR 11.96 %. In that
case, what could be IRR considering PLF
as considered by KERC needs to be
clarified

B. From the data provided in Table 4, Section B.4
of PDD, it is evident that in Karnataka the shortage
of electricity ( expressed in Million Units) is
reducing and in the year 2005-06, it has come
down to only 0.7%. It is therefore not clear, how the
project is contributing towards demand and supply
gap in state of Karnataka.

In investment analysis, it is mentioned that HZL

had initial plans of investment in wind energy in

CAR-4

Page
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year 2001-02. These plans were dropped as
investment in core business i.e. smelting and
minina was found to be more nrofitable Fvidences
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl

Final
Concl

C. In technological barrier, it is explained that how
gearless technology is more susceptible to
frequency variation in grid. However in
specifications for the proposed technology (as
explained in section A.4.3 of PDD) generator
can operate in the frequency range of 46 — 54
Hz. Therefore it is not clear, how this can
become barrier.

D. In table 8, under common practice analysis,
data for private wind farm owners having 20
MW and above is presented. Last column of the
same table mentions about CDM revenue
claimed by these investors. However data on
project size claimed for CDM revenue and data
in table do not match.

D.1.1. Are national policies and circumstances
relevant to the baseline of the proposed
project activity summarised?

D.2.Description of the project boundary for the

These are summarized in Step 1b of additionality
check.

OK

OK

project activity

D.2.1. Are the project’s spatial (geographical)

The spatial extent of the project boundary is limited

1 DR OK OK
boundaries clearly defined? to the physical, geographical site of 43 nos 0.8 MW
WEG'’s, pooling and all the power plant connected
physically to the system that this project power
plant is connected.
D.2.2. Are the project’s system (components and 1 DR | Yes, it includes the wind turbines, pooling and all OK OK

facilities used to mitigate GHGs) boundaries
clearly defined?

the power plant connected physically to the system
that this project power plant is connected
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CHECKLIST QUESTION

D.3.Details of the baseline and its development

.  MoV*

COMMENTS

version of PDD with baseline

Draft

__Concl

_Concl

Final

D.3.1. Is the date of completion provided? 1 DR | The current OK OK
completion was completed on 30/12/2007. Refer
B.8

D.3.2. Is contact information provided? 1 DR | Yes. In Annex —1 of PDD OK OK

E. Duration of the Project/ Crediting Period

It is assessed whether the temporary boundaries of

the project are clearly defined.
the project’'s starting date and

Yes. The PDD mentions starting date to be

E.1.1. Are 1 DR OK OK
operational lifetime clearly defined and 31/01/2007
reasonable? The project activity is expected to be operational for
a period of 20 years 0 month from the date of
commencement of operations.
E.1.2. Is the assumed crediting time clearly 1 DR | Renewal crediting period — 7years & 0 Months. OK OK
defined and reasonable (renewable Crediting start date is mentioned to be 01/06/2008
crediting period of max. two x 7 years or or after registration.
fixed crediting period of max. 10 years)?
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CHECKLIST QUESTION Ref. MoV* COMMENTS

F. Monitoring Plan

The monitoring plan review aims to establish
whether all relevant project aspects deemed
necessary to monitor and report reliable emission

reductions are properly addressed.

F.1. Monitoring Methodology

It is assessed whether the project applies an
appropriate baseline methodology.

F.1.1. Does the CDM Methodology Panel 1 DR | The approved monitoring methodology ACM 0002 OK OK
previously  approve  the monitoring called ‘Consolidated Monitoring Methodology for
methodology? Zero emissions grid-connected electricity

generation from renewable sources’ has been used

as per current version of 06 dated 19" May 2006.

F.1.2. Is the monitoring methodology applicable 1 DR | Refer D.1.1 - OK
for this project and is the appropriateness
justified?

F.1.3. Does the monitoring methodology reflect - DR | Yes B7.2 of PDD explain the same OK OK

good monitoring and reporting practices?

F.1.4. Is the discussion and selection of the - DR | Yes See D.1.2 OK
monitoring methodology transparent?
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CHECKLIST QUESTION Ref. MoV* COMMENTS

F.2. Monitoring of Project Emissions
It is established whether the monitoring plan

provides for reliable and complete project
emission data over time.

F.2.1. Does the monitoring plan provide for the - DR | Not applicable OK OK
collection and archiving of all relevant data
necessary for estimation or measuring the
greenhouse gas emissions within the project
boundary during the crediting period?

F.2.2. Are the choices of project GHG indicators - DR | Not applicable OK OK
reasonable?

F.2.3. If the project is hydro power project, are - DR | Project being power generation through wind, this OK OK
project emissions included based on density is not applicable.
of power as required by methodology.

F.2.4. Will it be possible to monitor / measure - DR | Not applicable OK OK
the specified project GHG indicators?

F.2.5. Will the indicators give opportunity for real - DR | Not applicable OK OK
measurements of achieved emission
reductions?

F.2.6. Will the indicators enable comparison of - DR | Not applicable OK OK
project data and performance over time?

F.3. Monitoring of Leakage .
It is assessed whether the monitoring plan

provides for reliable and complete leakage
data over time.
F.3.1. Does the monitoring plan provide for the - DR | No leakage is considered, as per adopted baseline OK OK

collection and archiving of all relevant data methodology. Not applicable
necessary for determining leakage?
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F.3.2. Have relevant indicators for GHG leakage - DR | As per ACMO0002 version 6, PP does not need to OK OK
been included? consider leakage.
F.3.3. Does the monitoring plan provide for the - DR | See D.3.1, Not applicable OK OK
collection and archiving of all relevant data
necessary for determining leakage?
F.3.4. Will it be possible to monitor the specified - DR | See D.3.1, Not applicable OK OK
GHG leakage indicators?

F.4. Monitoring of Baseline Emissions

It is established whether the monitoring plan

provides for reliable and complete project§
emission data over time.

As per section B.7.2 of the PDD, only the electricity

F.4.1. Does the monitoring plan provide for the - DR OK OK
collection and archiving of all relevant data generated by the project activity to grid is to be
necessary for determining  baseline monitored.
emissions during the crediting period? The baseline emission factors are already
determined on ex-ante basis and hence need not
be monitored regularly.
The monitoring plan therefore is adequate enough
for determining the baseline emissions.
D.4.2 Is the choice of baseline indicators, in - DR | Yes. Southern grid has been considered for OK OK
particular for baseline emissions, reasonable? baseline emissions.
D.4.3 Will it be possible to monitor the specified - DR | Refer D.4.2 Above - OK
baseline indicators?
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Setli s Concl Concl

CHECKLIST QUESTION

F.5. Project Management Planning
It is checked that project implementation is

properly prepared for and that critical
arrangements are addressed.

I CL-2

F.5.1. Is the authority and responsibility of DR | Refer section B.7.2, only Chart has been given for OK
project management clearly described? the team, no responsibility & authority defined
clearly
F.5.2. Is the authority and responsibility for DR | Refer F.5.1.
registration, monitoring, measurement and
reporting clearly described?
F.5.3. Are procedures identified for training of I Refer F.5.1.
monitoring personnel?
F.5.4. Are procedures identified for emergency I
preparedness for cases where emergencies
can cause unintended emissions?
F.5.5. Are procedures identified for calibration of I As per PDD, calibration of energy meters would be | CL-3 OK
monitoring equipment? done regularly by KPTCL. However frequency of
the same needs to be specified.
F.5.6. Are procedures identified for maintenance I Taken care by EIL OK OK
of monitoring equipment and installations?
F.5.7. Are procedures identified for monitoring, I Yes as per B7.2 OK OK
measurements and reporting?
F.5.8. Are procedures identified for day-to-day I Yes AsperB 7.2 cl6 OK OK
records handling (including what records to
keep, storage area of records and how to
process performance documentation)
F.5.9. Are procedures identified for dealing with I Yes as perB7.2 cl 5 OK OK
possible monitoring data adjustments and
uncertainties?
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oncl | Concl
F.5.10. Are procedures identified for review of - I YesasperB7.2cl5 OK OK
reported results/data?
F.5.11.Are procedures identified for internal - I YesasperB7.2cl5 OK OK
audits of GHG project compliance with
operational requirements where applicable?
F.5.12. Are procedures identified for project - I YesasperB7.2cl5 OK OK
performance reviews before data s
submitted for verification, internally or
externally?
F.5.13. Are procedures identified for corrective - I YesasperB7.2cl5 OK OK
actions in order to provide for more accurate
future monitoring and reporting?

G. Calculation of GHG Emissions by Source

It is assessed whether all material GHG emission

sources are addressed and how sensitivities and
data uncertainties have been addressed to arrive at
conservative estimates of projected emission

reductions.

G.1.Predicted Project GHG Emissions

The validation of predicted project
emissions focuses on
completeness of calculations.

GHG
transparency —and

As per the approved methodology, the project

G.1.1. Are all aspects related to direct and - DR OK OK
indirect GHG emissions, including leakage, emissions are to be considered as nil hence not
captured in the project design? applicable.

G.1.2. Are the GHG calculations documented in - DR | See G.11 -

a complete and transparent manner?
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G.1.3. Have conservative assumptions been - DR | See G.1.2 - OK
used to calculate project GHG emissions?
G.1.4. Are uncertainties in the GHG emissions - DR | See G.1.2 - OK
estimates properly addressed in the
documentation?
G.1.5. Have all relevant greenhouse gases and - DR | See G.1.2 - OK
source categories listed in Kyoto Protocol
Annex A been evaluated?
G.1.6. Are uncertainties of external data sources - DR | See G.1.2 - OK
for emissions reduction estimated?

G.2.Leakage

It is assessed whether there leakage effects,
i.e. change of emissions which occurs outside
boundary and which are
measurable and attributable to the project,

the project

have been properly assessed.

i O K H

G.2.1. Are potential leakage effects beyond the - DR | Not applicable, as per adopted baseline OK
chosen  project boundaries properly methodology.
identified?

G.2.2. Have these leakage effects been properly - DR | Refer G.2.1 - OK
accounted for in calculations?

G.2.3. Does the methodology for calculating - DR | Refer G.2.1 - OK
leakage comply with existing good practice?

G.2.4. Are the calculations documented in a - DR | Refer G.2.1 - OK
complete and transparent manner?

G.2.5. Have conservative assumptions been - DR | Refer G.2.1 - OK
used when calculating leakage?

G.2.6. Are uncertainties in the leakage estimates - DR | Refer G.2.1 - OK
properly addressed?
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CHECKLIST QUESTION

G.3.Baseline Emissions
The validation of predicted baseline GHG

emissions focuses on transparency and |
completeness of calculations.

G.3.1. Are the baseline boundaries clearly

DR | The baseline boundaries are clearly defined. OK OK

defined and do they sufficiently cover
sources and sinks for baseline emissions?

G.3.2. Are the GHG calculations documented in DR | Yes. These are documented in complete and OK OK
a complete and transparent manner? transparent manner.

G.3.3. Have conservative assumptions been DR | Refer E.3.2, OK OK
used when calculating baseline emissions?

G.3.4. Are uncertainties in the GHG emission DR | Refer E.3.2, OK OK
estimates properly addressed in the
documentation?

G.3.5. Have the project baseline(s) and the DR | The project baseline(s) and the project emissions OK OK

project emissions been determined using
the same appropriate methodology and
conservative assumptions?
G.4.Emission Reductions
Validation of baseline GHG emissions will focu

on methodology transparency and completeness
in emission estimations.

G.4.1. Will the project result in fewer GHG
emissions than the baseline scenario?

DR

been determined using the same appropriate
methodology.

Years of crediting period would be 455,252 t CO2e

The total estimated emission reduction during 7 OK

OK
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H. Environmental and Social Impacts

Documentation on the the

environmental and social

analysis  of

should be provided to the validator.

impacts  will be
assessed, and if deemed significant, an EIA

"PDD | |

COMMENTS

Draft

T OK |

~ Final
Concl Concl

H.1.1. Has an analysis of the environmental and Section D.1 of the PDD mentions that Indian OK
social impacts of the project activity been Legislation does not require environmental impact
sufficiently described? assessment for wind park.
H.1.2. Are there any Host Party requirements for - I As per MOEF Notification, dated 14/09/06 EIA is OK OK
an Environmental Impact Assessment (EIA), required for the proposed projects/industries if they
and if yes, is an EIA approved? are listed in a predefined list of project/industries .
The proposed project is not in the list and hence
EIA is not required and no objection certificate is
sufficient.
H.1.3. Will the project create any adverse - I Project is not likely to create any adverse OK OK
environmental or social effects? environmental impacts.
H.1.4. Are transboundary environmental and - I No transboundary impacts are envisaged on OK OK
social impacts considered in the analysis? account of the project activity.
H.1.5. Have identified environmental and social - I Impact is negligible and same are addressed in A.2 OK OK
impacts been addressed in the project & D.1 of PDD during construction and O& M Phase
design? of project.
H.1.6. Does the project comply  with - I No specific environmental legislation is applicable OK OK
environmental legislation in the host for type of the Project Activity
country?
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I. Stakeholder Comments
The validator should ensure that a stakeholder

comments have been invited and that due |
account has been taken of any comments

received. : .

I.1.1. Have relevant stakeholders been| - | DR |Refer E.1 of PDD. Consultation was called on | OK OK
consulted? 29/05/2007

I.1.2. Have appropriate media been used to | - DR | Through personal invitation by PP , Refer E.1 OK OK
invite comments by local stakeholders?

[.1.3. If a stakeholder consultation process is - I The stakeholder consultation process is not OK OK
required by regulations/laws in the host required by regulations/laws in India for the projects
country, has the stakeholder consultation of type and scale of this project.

process been carried out in accordance with
such regulations/laws?

.14. Is a summary of the stakeholder - DR | Yes. Refer E.2 of PDD OK OK
comments received provided?
1.1.5. Has due account been taken of any | - DR | Yes. Refer E.3 of PDD OK OK

stakeholder comments received?
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CHECKLIST QUESTION Ref. MoV* COMMENTS

Baseline Methodology

1. Applicability : : : :
1.1.1. Does the project activity generate electricity 2 DR | The project activity involves generation of electricity OK OK
from a renewable source? I from wind power.

1.1.2. Is the power connected to the grid? 2 DR | Yes, the power is exported to the grid OK OK
I

1.1.3 What is the sub-type of the project activity? 2 DR | Project activity is grid-connected electricity from OK OK
I renewable sources. l.e. wind in this case

114 Is the baseline methodology used in| 2 DR | Yes, ACM 0002. Refer B.1.1 OK OK

conjunction with the approved monitoring I

methodology ACM0002

1.1.5. Does the project activity relate to electricity 2 DR | Yes, it relates to capacity additions from wind OK OK

capacity additions from renewable sources? I power.

1.1.6 If the capacity addition is by hydro electric| 2 DR | Not applicable since this is not a hydro project OK OK

power projects with reservoir having power density I
greater than 4 W/m??

1.1.7. Is fuel switch done in the process? 2 DR | No. There is no fuel switch in the process. OK OK
I

1.1.8. Can the geographic and system boundaries 2 DR | Yes, relevant electricity grid indicated is Southern OK OK
for the relevant electricity grid be clearly identified? Inter | grid.

net
1.1.9. Is the information on the characteristics of the 2 DR | Yes, the characteristics of the grid are available. OK OK
grid available? Inter

net

1.1.10. If the electricity generation is from landfill gas 2 DR | Not applicable
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capture, is the methodology combined with the
approved “Consolidated baseline methodology for
landfill gas project activities” [ACM 0001] ?
1. 2. Project boundary
1.2.1. Did the project participant account for the COz2 | 2 DR | Not applicable as the project activity does not OK OK
emissions from electricity generation in fossil fuel involve geothermal power plant.
fired power that is displaced due to project activity?
1.2.2. Does the spatial extent of the project| 2 DR | The spatial extent of the project boundary as OK OK
boundary include the project site and all power defined at section B.3 of the PDD includes all
plants connected physically to the electricity system power plants connected physically to the electricity
that the CDM project power plant is connected to? system that the CDM project power plant is
connected to.
1.2.3. Is the regional project electricity system | 2 | DR | Yesidentified. OK OK
identified by the spatial extent of the power plants
that can be dispatched without significant
transmission constraints?
124 Are the assumptions made in determining the 2 DR There are no aSSUmptionS made in deﬁning the OK OK
project electricity system defined and justified? project electricity system,
1.2.5. Does the application of this methodology | 2 | DR | Yes OK OK
result in a clear grid boundary?
1.2.6. Does the application of this methodology | 2 | DR | Yes OK OK
result in a given country specific variations in grid
management policies?
1.2.7. If answer to question is no whether DNA 2 DR | No OK OK
guidance is available for defining the boundary.
1.2.8. If answer to question is no and if the host | 2 | DR | Yes, Southern Region grid is considered. OK OK
country has a layered dispatch system (e.g.
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state/provincial/regional/national), is the regional
grid is used?
1.2.9. If the regional grid is not used whetherthe | 2 | DR | Notapplicable OK OK
national grid is used.
1.2.10. Have the electricity transfers from | 2 DR | Yes OK OK
connected electricity systems to the project
electricity system are defined as electricity
imports?
1.2.11. Have the electricity transfers to| 2 DR | Yes OK OK
connected electricity systems to the project
electricity system are defined as electricity
exports?
1.2.12. For the purpose of build margin, Is the | 2 DR | Yes OK OK
spatial extent to the project boundary limited to
project electricity system?
1.2.13. Are recent or likely future additions to | 2 DR | Not applicable. OK OK
transmission capacity likely to significantly |
increase imported electricity?
1.2.14. If answer to question is yes whether | 2 DR | Not applicable. OK OK
transmission capacity is considered a build
margin source with the emission factor
determined as for the OM imports.
1.2.15. Is the emission factor determined as one | 2 DR | Not applicable OK OK
of the four options for the OM imports?
1.2.16. For determining the operating margin, is | 2 DR | Not applicable OK OK
one of the four options chosen to determine the
CO, emission factors for net electricity imports
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within the same host country?
1.2.17. If the import of electricity is from another | 2 DR | Not applicable OK OK

country, is the CO, emission factors for net
electricity imports considered as 0 t CO, per
MWh.

1.2.18. Are the electricity exports subtracted | 2 DR | Refer D.4.1 of Check List. - OK
from the electricity generation data used for the
calculation and monitoring the baseline
emission rate?

1.3. Identification of alternative baseline scenarios
1.3.1. Does the project activities modify or retrofit an 2 DR | Not applicable in this case OK OK

existing generation facility?
1.3.2. If the answer is No then Is the baseline 2 DR | Yes OK OK

scenario the following: electricity delivered to the
grid by the project would have otherwise been
generated by the operation of grid-connected power
plants and by the addition of new generation
sources?

1.3.3. If the answer is Yes then in the absence of the 2 DR | Yes OK OK
CDM project activity, the existing facility would
continue to provide electricity to the grid at historical
average levels, until the time at which the generation
facility would be likely be replaced or retrofitted in
the absence of the CDM project activity.

1.3.4. If the answer is Yes from that point of time 2 DR | Not Applicable
onwards whether the baseline scenario is assumed
to correspond to the project activity, and the
baseline electricity production is assumed to equal
project electricity production and no emission
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reductions are assumed to occur?
1.3.5. Where EG-historical is the average of | 2 DR | Not applicable OK OK
historical electricity delivered by the existing facility
to the Grid, whether spanning all data from the most
recent available year (or month, week or other time
period) to the time at which the facility was
constructed, retrofit, or modified in a manner that
significantly affected output (i.e., by 5% or more),
expressed in MWh per year. A minimum of 5 years
(120 months) (excluding abnormal vyears) of
historical generation data is required in the case of
hydro facilities.
1.3.6. Whether a minimum of three years data is| 2 DR | Yes OK OK
referred and used in case the project is non-hydro?
1.3.7. Is it required to estimate the point in time when the 2 DR | The project activity has expected lifetime of 20 OK OK
existing equipment would need to be replaced in the years, which is more than the 2 times renewal
absence of project activity? crediting period of 7 years each . Hence it is not
necessary at this stage to estimate the point in time
when the existing equipment would need to be
replaced.
1.3.8. If the answer to question is Yes Whether project | 2 DR | Not applicable OK OK
participants have taken any of the two approached,
indicated in the ACMO0002 into account?
1.3.9. Whether the typical average technical lifetime of | 2 DR | Typical average lifetime is based on publicly OK OK
the type equipment is determined and documented available data for wind turbines.
taking into account common practices in the sector and
country e.g. based on industry surveys, statistics, and
technical literature?
1.3.10. Whether the common practices of the 2 DR | Not applicable OK OK
Page A-30




BUREAU VERITAS CERTIFICATION

Report No: INDIA-Val/126.49/2007/Rev.01

B ./

BUREAU

VALIDATION REPORT
CHECKLIST QUESTION Ref. MoV* COMMENTS Draft - Final
Concl Concl

responsible practices of the responsible company
regarding the replacement schedules is evaluated and
documented, e.g. based on historical replacement
records for such equipment?
1.3.11. Whether the baseline emission factor is 2 DR | The baseline emission factor is calculated as a OK OK
calculated as a combined margin consisting of the combined margin consisting of the combination of
combination of operating margin (OM) and build margin the operating margin and the build margin.
factors according to three steps indicated in the
methodology ACM00027?
1.3.12. Whether the weighted average applied by project | 2 DR | The weighted average applied by the Project OK OK
participant is fixed for a crediting period. participant is fixed for the crediting period.
1.3.13 If the project is generation of electricity from wind 2 DR | Yes. The combined margin calculated by the OK OK
or solar, whether weighted average takes in to account project participant takes in to account the weights
the default weights as wOM = 0.75 and wBM = 0.25 as as required by the methodology.
required by Version 6 of ACM 00027
1.3.14. Whether operating margin emission factors 2 DR | Yes. The simple operating margin method is used OK OK
calculations are based on one of the four methods for calculating the operating margin emission
described in the methodology ACM 00027 factor. The simple OM is considered to be

calculated using the ex-ante approach and fixed for

the crediting period.
1.3.15. Is the most likely baseline scenario ‘electricity | 2 DR | Yes. OK OK
production from other sources feeding into the grid ?
1.3.16. Did the project participant provide evidence and 2 I Project participant has considered the options that OK OK
supporting documents to exclude baseline options that are permitted by law and therefore this is not
do not comply with legal and regulatory requirements; or applicable.
depend on key resources such as fuels, materials or
technology that are not available at the project site?
1.3.5. If the project activity modifies or retrofits an 2 DR | Not applicable. OK OK
existing electricity generation facility, is the guidance by I
EBOS8 taken into account?
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1.4. Additionality

1.4.1. Was the additionality of the project activity
demonstrated and assessed using the latest version
of the “Tool for demonstration and assessment of
additionality”?

1.5 Project Emissions

1.5.1. Are the project emissions considered as zero
[0]?

1.6. Baseline Emissions

MoV*

DR |

DR |

DR |

COMMENTS

Project participant has used the version 04 (EB 36)
of the Tool for demonstration and assessment of
additionality.

| Refer B.3.1 above

The project emissions are considered as zero.

__Concl

OK |

Draft

OK

OK

_Concl

Final

OK

OK

electricity calculated as in ACM00027?

1.7. Leakage

1.7.1. Are the leakage considered as zero [0]?

DR |

: for the same is

given in PDD.

No leakage is considered

1.6.1. Are the baseline emissions determined 2 Yes. Equation in PDD uses the following formula OK
according to the formula BE, = EG, x EF,? for the baseline emissions.

BE, = EG, x EF,
1.6.2. Were the Emissions Factor for displaced 2 DR @ Simple OM approach is selected and justification OK OK

OK

OK

1.7.2. Have any credits been claimed for the project
on account of reducing the emissions due to power
plant construction, fuel handling and land inundation
below the level of the baseline scenario?

1.8. Emission Reduction

1.8.1. Did the emissions reductions were determined
according to the formula ER, = BE,?

NN

DR

DR |

No credits claimed on any pre-project activity.

Equation in PDD uses the following formula for

calculation of emission reductions.
ER,=BE,-PE,-L,

Since the project emissions and leakage are
considered as zero, the emissions reductions will
be calculated as

ER, = BE,

OK

OK

OK

OK
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Refer E.1.1 above

1.8.2. Were all values chosen in a conservative 2 DR | All values were chosen in a conservative manner OK OK

manner and was the choice justified? I and the choice was justified.

1.8.3. Whether an estimate of likely project emission 2 DR | Yes. OK OK

reductions for the proposed crediting period is

prepared as part of the PDD?

1.8.4. Whether the estimate in principle employs the 2 DR | Yes OK OK

same methodology ACM0002?

1.8.5. Whether the emission factor is determined ex- 2 DR | No. ex-ante option is chosen. OK OK

post during monitoring?

1.8.6. If yes whether project participants have used 2 DR | Not applicable

models or other tools to estimate the emission

reductions prior to validation?

2.1.1. Does the project activity generate electricity 2 DR | Yes. Renewable source-Wind OK OK
from a renewable source? I
2.1.2. Is the power connected to the grid? 2 DR | Yes, the power is connected to a Southern grid. OK OK

I
2.1.3. Does the project activity relate to electricity 2 DR | Yes, the project relates to capacity additions from OK OK
capacity additions from renewable sources? I wind energy source.
2.1.4. Is fuel switch done in the process? 2 DR | No. OK OK
2.1.5. Can the geographic and system boundaries 2 DR | Yes, the geographic and system boundaries for the OK OK
for the relevant electricity grid be clearly identified ? I relevant electricity grid can be clearly identified.
2.1.6. Is the information on the characteristics of the 2 DR | The information on the characteristics of the grid is OK OK
grid available? I available
2.1.7. If the electricity generation is from landfill gas 2 DR | Not applicable.
capture, is the methodology combined with the
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Draft
Concl

Final
Concl

approved “Consolidated baseline methodology for
landfill gas project activities” [ACM 0001] ?

2.2. Monitoring Methodology

DR |

2.2.1. Does the monitoring plan require monitoring | 2 Refer B.7.2. PDD states that electricity generation | OK OK
of elecft)nc:lty generation from the proposed project from the proposed project activity will be monitored.

activity

2.2.2. Does the methodology requires monitoring of | 2 DR | Not applicable as the option of 3-year average, | OK OK
Data needed to recalculate the operating margin based on the most recent statistics available is

emission factor, if needed, based on the choice of chosen

the method to determine the operating margin (OM),

consistent with ACM00027?

2.2.3. Does the monitoring plan require monitoring | 2 DR | Not applicable as the option of ex ante is chosen. OK OK
of Data needed to recalculate the build margin

emission factor, if needed, consistent with ACM0002

?

2.2.4. Does the monitoring plan require monitoring 2 DR | Not applicable. OK OK

of data needed to calculate fugitive carbon dioxide
and methane emissions and carbon dioxide
emissions from combustion of fossil fuels required to
operate the geothermal power plant ?

2.3. Quality Control (QC) and Quality Assurance

(QA) Procedures

| Refer F.5.5 OF Table 2. Section B 7.2 of PDD |

2.3.1. Did all measurements use calibrated 2 | CL-3 OK
measurement equipment that is regularly checked states that KPTCL shall be carrying out the
for its functioning? calibration of equipment i.e. meters used for
monitoring the electricity generated but no
frequency defined for it. Refer D.1.3 above in Table
2
2.3.2. Are the data double-checked against| 2 DR | Yes. OK OK
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commercial data? [

Table 4 Legal requirements

CHECKLIST QUESTION Ref. MoV’ COMMENTS Draft - Final
_ Concl _ Concl

1. Legal requirements

1.1. Is the project activity environmentally licensed by the | 4 DR No environmental Licence required. OK OK
competent authority?

1.2. Are the conditions of the environmental license | 4 DR | Refer 1.1 OK OK
being met? |
1.3 Are the conditions of the Designated National | 4 DR | Refer 1.1 OK OK

Authority being met?
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Table 5 Resolution of Corrective Action and Clarification Requests

Draft report clarifications and corrective | Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist
question in
table 2/3
Wind Power project by HZL, Karnataka A1 The date and version number have | Verified revised PDD, Version 2 dated
Version 01, 25/02/2007. This date is not| .o, | been updated in the revised PDD. 06/01/2008
correct in line with application of latest CEA H CAR-1 Closed
data. ence -1 Close
Approval from Ministry of Environment & A3.2 Host country approval dated 16 | Verified HCA dated 16 January 2008
Forests (DNA) is not available. CAR.2 | January 2008 is obtained. and hence CAR-2 is closed.
Site visit revealed that proposed installations | A 5.1.4 | A revised list of the proposed locations | Verified PDD for changes, Version 2,
are planned in only three villages viz. CAR.3 | for the HZL wind farm has been | 06/01/08 hence CAR-3 closed
Kurtkoti, Harthi and Malasamudra for which obtained from the EPC contractor
no unique identification available Enercon India Limited, which indicates
specific WEG wise location numbers
including coordinates. The PDD has
been revised accordingly.
Following claims in additionality are not B3.1 A-IRR 1. Balance sheet has been provided for
explained clearly in PDD CAR-4 1 Balance sheets of HZL are | '@st3 years and verified for debt

A.IRR -
1. Evidence for not having debt. Funding
is not clear.
2. Break of total project cost INR 167.7
Crores is not provided.
3. Basis of insurance cost as 0.18% of

being submitted as evidence for
not having debt funding. Please
find the balance sheets as
Enclosure 1.

2. The break up of total project
cost is being provided as

funding

2 Break up of total project cost has
been provided

3 Quotation of cover from insurance
company has been provided and
verified
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2/3

Summary of project owner response

Validation team conclusion

plant and machinery is not provided.
4. Working evidently has not considered
residual value of plant, machinery and

land.
5. KERC order mentions 26.5 % PLF to
give 16% ROE. Project has

considered 24.97% PLF and therefore
IRR 11.96 %. In that case, what could

be IRR considering PLF as
considered by KERC needs to be
clarified.

B. From the data provided in Table 4,
Section B.4 of PDD, it is evident that in
Karnataka, the shortage of electricity (
expressed in Million Units) is reducing and in
the year 2005-06, it has come down to only
0.7%. It is therefore not clear, how the project
is contributing towards demand and supply
gap in state of Karnataka.

C. In technological barrier, it is explained that
how gearless technology is more susceptible
to frequency variation in grid. However in
specifications for the proposed technology
(as explained in section A4.3 of PDD)
generator can operate in the frequency range
of 46 — 54 Hz. Therefore it is not clear, how

Enclosure 2.

3. The quotation of cover for wind
farm by the orient insurance
company to HZL is being
provided as Enclosure 3.

4. The depreciation has already
been considered in the financial
analysis based on the
government norms. Please find
attached the revised Excel
sheets as Enclosure 4 and 5.

5. The PLF assumed in the
investment analysis for the
project activity is 24.97% (based
on equipment supplier’s
generation guarantee) whereas
the PLF as assumed by KERC
tariff order dated 18 January
2005 is 26.5%. The project
proponent has used the project
specific values which have been
arrived at from the generation
guarantee supported by the
wind mast prognosis data
provided by equipment supplier
Enercon India Limited for the
particular site in Gadag Plains

4 Depreciation value has been taken as
per prevailing norm of IT act/rule and
same is confirmed by financial expert in
validation team.

5. Explanation on why IRR is less as
compared to return on Equity
considered by KERC order dated 18
January 2005 for tariff determination is
found to satisfactory and hence
acceptable.

B Explanation on demand /supply gap
is accepted
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2/3

Summary of project owner response

Validation team conclusion

this can become barrier.

D. In table 8, under common practice
analysis, data for private wind farm owners
having 20 MW and above is presented. Last
column of the same table mentions about
CDM revenue claimed by these investors.
However data on project size claimed for
CDM revenue and data in table do not match.

where the WEGs of HZL are
being installed. This represents
the most reliable data as it takes

into consideration the micro
level measurement of wind
availability and density

particularly at the project site.
However, the KERC assumption
is a holistic representation of
PLF of Karnataka state which
will vary from location to location
based on local site conditions.
This is evident from the various
proposals submitted to KERC of
the ranges in PLF observed in
Karnataka by different agencies
such as InWEA (PLF in the
range of 23%-28%), IWPA (PLF
of 23% as observed in
Karnataka for the past three
years), Reliance Energy (PLF of
25%), and Senergy Global (PLF
in the range of 23%-28%) to be
considered for determination of
tariff as documented in the
KERC. To ascertain the
additionality of the said project,
further investment analysis
including sensitivity analysis

C Reviewed the PDD and
Technological barrier is not presented
to demonstrate additionality but only
has been presented as additional
information. As such validation team
has not considered technological
barrier to accept the additionality of
project.

D Information related to data related to
common practice is available on public
domain & Explanation on data related

to common practice is accepted. Based
on above consideration CAR-4is closed
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was carried out for the project
activity using KERC assumed
26.5% PLF, keeping all other
parameters the same as per the
original model. The post tax
equity IRR obtained using the
same for the project scenario is
13.41% which is lower than the
benchmark. Furthermore, a
sensitivity analysis was further
conducted (variation upto £10%)
to demonstrate the sensitivity of
the return on project due to
uncertainty in plant load factor,
O & M escalation rate and tariff
escalation after 10 years for the
IRR model with PLF of 26.5%.
The results of the above
analysis indicate that the
obtained IRR is below the 16%
benchmark rate of return.

B. The demand supply gap exists
historically. The data and graphs
showed in the PDD indicate the
sectoral circumstances prevalent in the
state as well as the grid. Also, the
project activity is a wind farm project,
which cannot meet the base load

Page A-39




BUREAU VERITAS CERTIFICATION

Report No: INDIA-Val/126.49/2007/Rev.01

B ./

VALIDATION REPORT

BUREAU

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
question in
table 2/3

Summary of project owner response

Validation team conclusion

requirements throughout the year on a
continuous basis due to intermittency
and is thus used to meet the peak load
requirement. The peak shortage in the
state is 9.8% (according to Table 4,
section B.4.) and thus the project
activity contributes toward the
difference between peak requirement
and peak met.

C. Although the perceived barrier is
relevant in context as it is a risk
associated with the technology used
but since the project activity is not
relying only on the above barrier for the
demonstration of additionality and
examples or evidences to demonstrate
this barrier is not available in the public
domain, as requested, it is being
removed from the revised PDD.

D. The data in table mentions the
present installed capacity as per the
updated list of installations in Karnataka
provided by KREDL. The table is not
indicative of the project sizes
considered under CDM. It just
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illustrates that these project developers

have also gone ahead with

implementation of large sized wind

farms only after consideration of CDM

revenues indicating the barriers to

implementation of large wind farms in

the state.
Some of the specifications presented in PDD | A 5.3.1 The parameters have been revised in | Verified the Changes in Revised PDD &
do not match with the specifications CL-1 accordance with the parameters | CL-1 is therefore closed.
mentioned in contract / P.O e.g. Tip Speed — mentioned in the contract.
in PDD is mentioned to be 33-80 m/s but in
contract it is mentioned as 80 m/s as max.
Refer section B.7.2, only Chart has been F.5.1 The authority and responsibility has | Verified CDM manual as referred in
given for the team, no responsibility & CL2 been defined separately in the CDM | Aneex-4 of revised PDD and hence CL-
authority defined clearly Manual. Pleased find enclosed the | 2 stands closed

CDM Manual as Enclosure 6.
As per PDD, calibration of energy meters F.5.5 The frequency of calibration has now | Verified revised PDD for inclusion of
would be done regularly by KPTCL. However CL-3 been mentioned in the revised PDD. calibration frequency and hence CL-3 is

frequency of the same needs to be specified.

closed.

Wb

GUIDELINES FOR COMPLETING CDM-PDD, CDM-NMB and CDM-NMM — Version 06 — July 28th, 2006
APPROVED CONSOL DATED METHODOLOGY ACMO0002 — Version 06 — 19 May 2006.

TOOL FOR THE DEMONSTRATION AND ASSESSMENT OF ADDITIONALITY — Version 4, EB 36
INDIAN ENVIRONMENTAL LEGISLATION.
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APPENDIX B : CVs of Verifiers

H.B. Muralidhar: He is the Lead auditor for Environmental Management System, Quality
Management system and Occupational Health and Safety Management System.. He has
several years of Industrial work experience in the field of environmental management
systems He has undergone intensive training on Clean Development Mechanism. He is the
technical expert & conducted Validation / Verification for more than 30 CDM Projects

Mr. S. V. Pendse: He is the Lead auditor in Bureau Veritas Certification for Environment
Management System, Quality Management System and Occupational Health and Safety
Management System. He has done post graduation in the field of Environmental Science and
several years of Industrial work experience in the field of environmental management
systems. He has undergone intensive training on Clean Development Mechanism. He is so
far has carried out Validation/verification for more than 30 CDM projects.

Mr. Anil Gupta: He is the Lead auditor in Bureau Veritas Certification for Environment
Management System, Quality Management System and Occupational Health and Safety
Management System. He is a Post graduate in Environmental Engineering and has more
than 15 years of Industrial work experience in the field of environmental management
systems. He has undergone intensive training on Clean Development Mechanism. He is so
far has carried out Validation/verification for more than 8 CDM projects.

Mr. Sushil Budhia: He is a financial analyst and a Chartered Accountant and has extensive
experience for conducting statutory and tax audits. He has experience in internal audits and
taxation matters. He has done validation of IRR for more than 10 CDM Projects.
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