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1 INTRODUCTION

China Carbon Technology Co., Ltd. has commissioDetl Norske Veritas Certification AS
(DNV) to carry out the verification of emission reddions generated by the “Xiaoshan Power
Plant's NG Power Generation Project of ZhejiangtBeast Electric Power Co., Ltd” for the
period 28 June 2007 to 25 March 2008. The verificedvas carried out as per Voluntary Carbon
Standard (VCS) version 2007.1 /3Phis report contains the findings from the verifioa and a
statement for the verified emission reductions

1.1 Objective

Verification of “pre-registration” emission reduatis from a project activity is the independent
review andex-postdetermination by a Verification Entity or Designdt®©perational Entity
(DOE) of the monitored reductions in GHG emissidingt have occurred as a result of the
implementation of an already registered CDM progdivity during the period from the date
when the project started to operate until the ddien the project was actually registered as a
CDM project activity by the CDM Executive Board (EBnd thus the start date of the CDM
project activity.

Certification is the written assurance by a Ceadifion Entity that, during a specific period in
time, a project activity achieved the emission iduns as verified. According to the Validation
and Verification Manual /29/ and criteria of the IMatary Carbon Standard /32/, the
Certification Entity is defined as an entity whibas been accredited as a DOE by the CDM
Executive Board for the particular scope into whieé project falls or has been accredited as an
approved Certification Entity by the VCS Steeringn@nittee. DNV is an accredited DOE for
the particular scope into which the project falls

The objective of this verification was to verifydanertify the emissions reductions reported for
the “Xiaoshan Power Plant's NG Power Generationjdetoof Zhejiang Southeast Electric
Power Co., Ltd for the period 28 June 2007 to 25a2008.

1.2 Scopeand Criteria

1.2.1 Scopeof theverification

The scope of the verification is:

- Verify whether the reductions generated by thegmtoare in line with the Voluntary
Carbon Standard Verification Protocol and the infation provided by the project
participants contains all the necessary information evidence the project’s
compliance with all criteria in the Voluntary Carb8tandard.

» Verify that the project was implemented as desdrinethe Project Design Document
(PDD) during the verification period.
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» Confirm that the monitoring system was implemeraad fully functional to generate
voluntary emission reductions (VCJwithout any double counting during the whole
verification period.

» By checking the monitoring records and the emissi@uuction calculation, express
a conclusion whether reported data are accuratenplete, consistent, and
transparent, with a reasonable level of assuramck feee of material error or
misstatement.

» Validation of VCS requirements not covered by tiigMCvalidation.

According to the VCS, the verification also inclsden independent third party assessment of the
project design. In particular, the project baselim®nitoring plan and the project compliance
with relevant applicable protocols and criteri@.(lUNFCCC, VCS, host Party and others) are to
be validated in order to confirm that the projeesidn, as documented, is sound and reasonable
and meets the applicable criteria.

However, since the project under consideratioriresady registered under VCS approved GHG
program i.e. CDM, it has been assumed by DNV that project design, project baseline,
monitoring plan and additionality of the projectshalready been validated and subsequently
accepted by UNFCCC (ref No. 1343). This is in adaoce with the “Policy announcement by
VCS association” dated 19 March 2008 /27/. HeneeMuhlidation scope for the period under
consideration (28 June 2007 to 25 March 2008) feitus mainly on specific requirements for
the projects that apply for registration under @8#dG programs. This is in line with the above
mentioned policy announcement.

As the VCS recognizes the CDM as a GHG Programrtiests its VCU Verification Criteria,
this verification report thus only addresses VC8c#jr and unique criteria in terms of project
design, applicability to the adopted methodologyl @dlditionality that have not been so far
addressed in the validation report as per CDM requents.

1.2.2 Validation Criteria for VCS requirements not covered by the CDM
validation

As the project has already been validated undeCi#l, a further validation shall be completed
only for 1.12, 1.13, 1.14, 8.1 and 8.2 clause ef MCS project description templatettp://v-c-
s.org/docs/VCS%20PD.dpas required by the current VCS 2007 “Policy Anmcement from
the VCS Association - Further Guidance for Projetitat are Registered in Two GHG
Programs”. This validation was completed as parthef current VCU verification (refer to
Appendix A).

1.2.3 Verification Criteria

The verification team has focused on the identifice of significant reporting risks and

verifying the mitigation measures for these risésdxl on the recommendations in the Validation
and Verification Manual /29/, ISEA3000 (Revised)sAgmnce Engagements other than Audits or
Reviews of Historical Financial Information andI&O/FDIS 14064-3 “Greenhouse gases — Part

As per VCS, Verified Emission Reductions (VERSs) emasidered to be VCUs only after successful regtish in an approved
VCU Registry.
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3: Specification with guidance for the validationdaverification of greenhouse gas assertions
and employed a risk-based approach.

According to the requirements and guidance of VO®72the criteria of this verification include
the relevant applicable rules and steps for CERfieation under the CDM excluding the
following:

 The public availability of the VER/VCS Monitoririgeport;
 The public availability the Verification Repome VCU Certification Statement.

1.3 VCSProject Description

The project activity of Xiaoshan Power Plant isdted in the Xiaoshan District, Hangzhou City,

Zhejiang Province of China and generates powergulsiss intensive fossil fuel of natural gas

and exports to the Eastern China Power Grid (EQi@gr grid connection agreement /9/. The
project has an installed capacity8if6 MW and comprises of two generating statidrige details

of the turbines and generators with respect ta themnbers, type and model have been verified
to be as per details provided in the registered GEI\D /3/.

The electricity generated is supplied to ECPG wh&lominated by coal-fired power plants.
The proposed project will not only meet the risigmand of electricity of ECPG, but also
improve the peak load regulating capability of djnigl.

The current VCS verification of the project actwitfor the pre-registration period
(commissioning of the project till date of regisiva of the project) accounts for emission
reductions generated by the proposed project frBrdudie 2007 to 25 March 2008. The project
activity was registered as a CDM project on 26 Ma2008. The projects emission reductions
are determined as 64 364 tCO

Title of the project activity Xiaoshan Power PlaiNG Power Generation Project
of Zhejiang Southeast Electric Power Co., Ltd

Location of the project activity Xiaoshan Distrietangzhou City, Zhejiang Province
of China

Verification period 28 June 2007 to 25 March 2008

1.4 Level of assurance
The level of assurance of the verification repsndasonable assurance engagements. Based on
the process and procedures conducted, the GHQiasser

- is materially correct and is a fair representatdthe GHG data and information, and

- is prepared in accordance with the related lational Standard on GHG quantification,
monitoring and reporting, or to relevant natiortahslards or practices.
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2 VERIFICATION METHODOLOGY

The verification of the emission reductions hassased all factors and issues that constitute the

basis for emission reductions from the project atiog to the applicable consolidated CDM
methodology AM0029, including the net electricitypplied by the project activity to ECPG
multiplied by the grid emission factor and dediet project emissions.

Verification Team:

The verification team consisted of the followinggennel:

Type of involvement
[
S =
I3} 5 | s
s | £ s 1 2|5
S |Z2|2|2 |8 |2
o ) = S 2 s
~x|>5|c |3 |£|&
|28 |5|8|¢g
Role/Qualification | Last Name | First Name | Country o |0 |0 =W
CDM Ramachand Ramesh India \
Verifier/technical | ran
team leader
GHG auditor / Huang Peng China [+ [«
Project manager
GHG auditor Lin Wu China R
GHG auditor Tang Zhi Ang China N
(Walter)
Technical Chandrashg Kumaraswa | India N
reviewer kara my
Sector expert/ Raman India N
Methodology Kakaraparthi
expert Venkata
Duration of verification:
Preparation : 14-16 July 2008
Site visit : 17-18 July 2008
Reporting & QA : 12 September 2008-13 October 2009
2.1 Review of Documentation
The following documents were assessed as a p#reoferification audit:
1. Registered PDD Version 3.1 of 3 March 2008 /3/;
2. VCS Monitoring report version 2 dated 16 Septen#08 /1/.
3. Additional background documents related to tB®P6//7/;
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4. Approved Methodology AM0029 version 01 of 19 M2306 30;

5. Validation Report, version 01 of 21 July 2007 /4

6. Business License of the project owner, availfiole 22 April 2004 /6/;

7. Power Purchase Agreement between Zhejiang RiiaviRower Company and
Zhejiang Provincial Power Company on behalf of ECB&ed 11 September 2007/8/;

8. Grid Connection Agreement between Zhejiang P&l Power Company and
Zhejiang Provincial Power Company on behalf of BCBated 30 March 2007/9/;

9. Natural Gas Purchase Agreement between Zheffemgncial Power Company and
Zhejiang Provincial Natural Gas Development Cod, Idated 17 February 2007/10/,

10. Power station daily running records of the gebfrom June 2007 to March 2008/18/;
11. Emission Reduction calculation spreadsheet-2@ddission Reduction calculation
spreadsheet-2008/19/.

12. The monthly electricity generation receiptsrirdhejiang Provincial Power Company
on behalf of ECPG /20/

13. The natural gas receipts from Zhejiang Proaindatural Gas Development Co., Ltd
121/

14. the report of Net Calorific Value of naturabgarovided by Zhejiang Provincial
Natural Gas Development Co., Ltd /22/.

2.2 SiteVisits

From 17 to 18 July 2008, Mr. Huang Peng and Mr. Wo from DNV conducted a site visit.
During this visit, DNV verified the actual implentation of the project as described in the
monitoring report /1/ and the registered CDM PDD 7is included confirming the operational
stages of the project with physical and documeateadence.

The calibration records of the electricity metet8//and natural gas flow meters /14/ were
checked and found to be in order. The electricépagated is continuously measured, monthly
recorded and the net electricity generation is £roBecked by the receipt from Zhejiang
Provincial Power Company /20/ to be correct. Qugrdf natural gas combusted is monitored
through the ultrasonic flow meters both by the @cojowner and natural gas supplier for cross
check, which is recorded daily by the computeresyst21/.

The persons interviewed during audit are listethenreference section of this project /39/-/42/

2.3 Assessment
The analysis of documentation, interviews and\sgi allowed the assessment of the following
processes and assumptions (including QA/QC relateabs):

The electricity generated, consumed and exportedearid is continuously monitored. The
amount of electricity exported to the grid was ased with electricity sales receipts issued by
Zhejiang Provincial Power Company and cross chiéclsing internal measurement records.

The consumed NG was continuously monitored andsasdgewith sales receipts issued by
Zhejiang Provincial Natural Gas Development Cod Bind cross checked using internal
measurement records.
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The quantity of electric energy exported to thel gsi multiplied by the grid emission factor
definedex-postaccording to the methodology.

The constants and data used for ER calculatioassribed as follows:

Data/Parameter Description Sour ce of data Unit Measurement Recording
methods frequency
OXID Oxidation factor IPCC - Estimated Annual
Emission factor for Local/Regional/Global .
EFcozy natural gas (IPCC) tCGO,/IGJ Estimated Annual
COEFy CO2 emission coefficient Calcul_ated under the tCO,/ m® Calculated Annual
project activity
. . Calculated under the
PEy Project emission project activity tCO./a Calculated Annual
Global Warming .
GWPchy Potential for CHA IPCC - Estimated Annual
Fuel consumption for
BTCA best technology China DNA g/kWh Estimated Annual
commercially available
Installed capacity of fuel-
‘ fired power in year y China Electric Power .
CAPiredy with in the East China Yearbook MW Estimated Annual
Grid
Total installed capacity
of various power in year  China Electric Power .
CAPy y with in the East China Yearbook MW Estimated Annual
Grid
Fuel Energy Value of . . At the beginning
Fuel Energy Value Standard Coal Chlnsetzi dl\;z:gonal GJItSCE Estimated of the credit
Equivalent period
NsL Energy efficiency of the Chinese DNA % Estimated Annual
technology
At the beginning
OXIDyyel Oxidation rate of the fuel IPCC - Estimated of the credit

period

The verification of reported data and informatioaswcarried out by means of:
» Checking individual internal measuring recordsdlactricity generation;

» Confirmation of the correct compilation of emissimduction calculation spreadsheets
(values included in the spreadsheet were indiviguaiecked against the records listed
above);

» Verifying the effectiveness of the data qualitytaasce and control;

* Confirmation that the registered CDM project ag¢yivineets the additional VCS 2007
requirements.

2.4 Report of Findings

Findings established during the verification maythms:
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)] the verification is not able to obtain sufficientigence for the reported emission
reductions or part of the reported emission redusti In this case these emission
reductions shall not be verified and certified;

i) the verification has identified material misstatetse in the reported emission
reductions.

While aiming to resolve any outstanding issues twheeded be clarified about the project
design, findings established during the verificat@an either be seen as a non-fulfilment of the
VCU Verification Criteria or where a risk to thelfilment of project objectives is identified.
Emission reductions with material misstatementdl $fieadiscounted based on the verifieeg-
postdetermination of the achieved emission reductions.

Corrective action requests (CAR) are issued, where:

i) mistakes have been made with a direct influencproject results requiring adjustments
of the VERs/VCUs monitoring report;

i) applicable methodological specific requirementsehaot been met.

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

A forward action request (FAR) should be issuedengh

i) the actual project monitoring and reporting pragicequires attention and /or
adjustment for the next consecutive verificatioriqu or
i) an adjustment of the MP is recommended.

In the context of FARSs, risks have been identifiathich may endanger the delivery of high
guality emissions reductions in the future, i.e deyiations from standard procedures as defined
by the MP. As a consequence, such aspects shocdiveea special focus during the next
consecutive verification. A FAR may originate frdack of data sustaining claimed emission
reductions.

DNV was able to verify that the GHG emission redutd reported for the “Xiaoshan Power
Plant's NG Power Generation Project of Zhejiang tBeast Electric Power Co., Ltd” in the
VCU monitoring report of 16 September 2008 ardyatated.

No forward action request (FAR) was identified tioe future verification of Voluntary Emission
Reductions (VERSs) under the Voluntary Carbon Stech(4CS) 2007.
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3 VERIFICATION FINDINGS

This section summarises the findings from the ieation of the emission reductions reported
for the “Xiaoshan Power Plant's NG Power GeneraRooject of Zhejiang Southeast Electric
Power Co., Ltd” for the period of 28 June 2007 So\2arch 2008.

3.1 Remainingissues, including any material discrepancy, from previous
validation

Based on the validation report, the verificatioanteidentified no missing steps, open issues or
material discrepancy. As per VCS 2007, clarificatad clauses 1.12, 1.13, 1.14, 8.1 and 8.2 of
the VCS PD are in detail verified in Annex 1.

3.2 Project Implementation

The project has been implemented as planned and tprithe CDM registration of the project
activity. DNV has verified that two sets of gasastecombined cycle for power generation units
with the total rated output of 806 MW as describethe registered PDD /3/ have been installed,
with each unit including a gas turbine, heat recpveteam generator, steam turbine and
generator.

The technology for the Project is sourced from Gamnyn(Siemens V94.3A) which essentially
comprises of the following:

— Siemens make V94.3A type gas turbine;

— Heat recovery steam generator — NG-V94.3A-R, lsegbfpy Hangzhou Heat Recovery Boiler
Plant;

— Steam turbine, supplied by Siemens, H30-25-25F30-1x10;

— Electricity generator (capacity 403MW), THDF108/Supplied by Siemens

The electricity generated is supplied to ECPG uri®RleA /8/ and Grid Connection Agreement
/91.

Since the power generation unit connected to tltesgarted to generate electricity from 28 June
2007, the generation details have been considerethé VER project period starting from 28

June 2007 to 25 March 2008. This data has beefiecewith the generation details from the

“Power station daily running records” /18/ and theginal records in the computer control

system, and as verified by the Zhejiang ProvinBialver Company for receipts /20/. DNV was
able to verify the start-up acceptance report d&s2tell.

The electricity meters have been installed in tr@eaot site which are bidirectional types with

0.2S accuracy as described in the registered PDRreTare six electricity meters used for
electricity monitoring. Here into, one main and kgt electricity meters are equipped for each
set of power generation unit, and remaining twcctelgty meters act as main and backup
suitable for an emergency, in case of two sets @fign generation units come under the
cessation of operations. The line diagrams fomtie¢ers are described in the figure below. The
electricity meters test and certificate reportsenbgen verified and found to be in order /13/.
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Two ultrasonic gas flow meters (main and backupehaeen installed at the natural gas supply
station located nearby the project site. The acyucd meters is 0.16% which is more precise
than the value of 1% indicated in the registeredPBnother ultrasonic gas flow meter has
been equipped at the project end with the accu@a8yo which is consistent with the value
indicated in the registered PDD. The test and faeate reports have been verified and found to
be in place /14/.

3.21 Eligible GHGs

The project activity contributes to reductions he temissions of carbon dioxide (gCby
generating electricity using natural gas, thuspldiing electricity generation based on fossil
fuels in the ECPG. The reported GHG emission reédnstfrom the project are 64 364 tgfor
the period 28 June 2007 to 25 March 2008.

3.2.2 Project Start Date and Emission Reduction Start Date

The starting date of the project activity and copsmtly emission reduction was 28 December
2005 which is coinciding with the start date of the plaonstruction. While the emission
reductions starting date of the project is 28 J2@@7 which is coinciding with the start date of
the monitoring period.

3.2.3 Public Funding and Grants

The validation of the CDM project activity did n@veal any information that indicated that the
project received any public funding.
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3.24 Project Boundary/GHG Assessment Boundary
The project boundary for the project activity ifided as the project site and all power plants
connected physically to the baseline grid.

3.2.5 Basdine Determination

As the project design was previously assessedépésignated Operational Entity (DOE) DNV
as part of the CDM validation phase (in particule project's baseline, the monitoring plan, and
the project’'s compliance with relevant UNFCCC amdtHParty criteria) and as the project was
registered by the CDM EB as a eligible CDM projectivity, it is thus confirmed that:

1) The project correctly applies the following sim@d baseline and monitoring
methodologies for AM0029 (version 01) “Baseline huetology for grid-connected
electricity generating plants using natural gastl &vlonitoring methodology for
grid connected generation plants using non-renexad Less GHG Intensive Fuel.

2) The baseline and monitoring methodologies above lteen correctly applied and
the assumptions made for the selected baselin@scere sound.

Detailed information regarding baseline determorais available at:
1) Registered PDD Version 3.1 of 03 March 2008 /3/
2) Validation Report, version 01 of 21 July 2007 /4/

3.2.6 Project Additionality

As the project design was previously assesseddyiiV as part of the CDM validation phase
(in particular the project's baseline, the monitgriplan, and the project's compliance with
relevant UNFCCC and host Party criteria) and agptbgct was registered by the CDM EB as a
eligible CDM project activity, it is thus confirmethat the project is not a likely baseline
scenario, and that emission reductions resultiowg fthe project are additional.

Detailed information regarding project additionali available at:
1) Registered PDD Version 3.1 of 3 March 2008 /3/
2) Validation Report, version 01 of 21 July 2007 /4/

3.2.7 GHG Emission

The spatial extent of the project boundary includes project site and all power plants
connected physically to the baseline grid as ddfineACM0002, i.e. ECPG. Emission sources
and gases included in the project boundary aregremissions, baseline emissions and leakage
131'14].

As the project design was previously assesseddpiiV as part of the CDM validation phase
(in particular the project's baseline, the monitgriplan, and the project's compliance with
relevant UNFCCC and host Party criteria) and agptbgect was registered by the CDM EB as a
eligible CDM project activity, it is thus confirmethat the approach for determining project
emission, baseline emission and leakage are appt®mnd in accordance with the selected
baseline and monitoring methodologies.
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3.2.8 Secondary Effects

Regarding secondary effects (leakage), leakageasssmed to be zero in the periods it was
negative from 28 June 2007 to 25 March 2008 /3/ /4/

3.29 Impacts on sustainable development

The contribution to sustainable development in @hivas confirmed in the letter of approval
considered during validation by DNV /37/.

3.3 Completeness of Monitoring

As the project design was previously assesseddyiiV as part of the CDM validation phase
(in particular in terms of the project's baselithes monitoring plan, and the project’'s compliance
with relevant UNFCCC and host Party criteria) asdree project was registered by the CDM EB
as a eligible CDM project activity, it is DNV’s appon that the application of the monitoring

methodology is transparent.

The reporting procedures reflect the content oftimaitoring plan. The monitoring mechanism
is effective and reliable.

The monitoring indicator, i.e., the net electriaiggneration and quality of natural gas combusted,
have been monitored with calibrated energy metsrdescribed in the monitoring plan of the
registered CDM PDD /3/ and monitoring report /1/.

3.4 Accuracy of emission reduction calculations

As described in section 3.2, six electricity met@msluding main and backup meters), which can
measure the electricity supplied to the grid arltlmsumed at the same time, are installed by
Zhejiang Provincial Power Company . The ownersliifhe meters is Zhejiang Provincial Power
Company on behalf of ECPG and Zhejiang ProvinB@alver Company is responsible for the
maintenance. The permissible limit for the meted.BS accuracy class. The responsible person
from the Zhejiang Provincial Power Company recditus data at 24:00 every day, and the
monthly readings are forwarded at the start of yweonth to Zhejiang Provincial Power
Company for verification. The Zhejiang ProvindRdwer Company will monitor and verify the
operating status and data through tele-monitoriystesn. At the conclusion of each meter
monthly reading an appointed representative ofzhejiang Provincial Power Company and
Zhejiang Provincial Power Company sign a docunieditating the number of kwWh indicated
by the meter /20/. This document clearly indicates net electricity exported and this again
becomes the basis for emission reduction calculgtio

The meters are jointly inspected and sealed onlbehthe parties and are not interfered with by
either party except in the presence of the othetypar its accredited representatives. The
general conditions set out for metering, recordimggter readings, meter inspections, test &
checking and communication are as per the PPA (p@uechase agreement) with Zhejiang
Provincial Power Company /8/. Test and calibratigmorts have been verified /13/

Two gas flow meters (including main and backup m®tevere directly installed at the project
site by the Zhejiang Provincial Natural Gas Deveiept Co., Ltd, which measures the natural
gas consumed by the project activity. The ownershijne meters is Zhejiang Provincial Natural
Gas Development Co., Ltd as well as the maintenahiee permissible limit for the meters is
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0.16% accuracy class. The responsible person filoen Zhejiang Provincial Natural Gas
Development Co., Ltd records the data at 8:00 edasy which will be cross checked by the
project owner. At the conclusion of each meter iieedading an appointed representative of the
Zhejiang Provincial Natural Gas Development Cod &hd the project owner sign a document
indicating the quantity of the natural gas indicatey the meter /21/. This document clearly
indicates the natural gas combusted by the prajetdtity and this again becomes the basis for
emission reduction calculations. Another gas floeten was equipped at the project end by the
Zhejiang Provincial Power Company , and values ftbim meter would be recorded and used
for internal verification.

The gas flow meters are jointly inspected and skale behalf of the parties and are not
interfered with by either party except in the prese of the other party or its accredited
representatives. The general conditions set outrfetering, recording, meter readings, meter
inspections, test & checking and communicationaaer the natural gas purchase agreement
/10/. Test and calibration reports have been \estifi4/.

3.5 Quality of evidenceto deter mine emission reductions

The emission reductions Ry the project activity during the crediting petits the difference
between baseline emissions (BEproject emissions (REand emissions due to leakage (LEY),
as follows:

1) Baseline emissions (BEy):
Baseline emissions (BEn tCQ,) are the product of the baseline emissions fa(fb in
tCO,/MWHh) times the electricity supplied by the projectivity to the grid (EGin MWh).

As per the methodology AM0029 /30/, the lowest aiois factor among the following three
options shall be used:

Option 1: The build margin, calculated accordind\@Mv0002; and

Option 2: The combined margin, calculated accordmgACMO0002, using a 50/50 OM/BM
weight.

Option 3: The emission factor of the technologyd(&urel) identified as the most likely baseline
scenario under “Identification of the baseline sg@{ above, and calculated as follows:

EF 4. cop(tCO, / MWh) = 95 e 13,663/ Mwh

BL

The lowest one from these 3 options will be selkes the emission factor use to calculate the
Baseline emissions,

Since the data required to calculate the emissiotof for year y is usually published later than
18 months after the end of year y in China, theaegation of electricity in the year 2007 shall in
this case be multiplied with the emission factosdzhon data from the year 2005 (y-2) and the
generation of electricity in the year 2008 shallrbeltiplied with the emission factor based on
data from the year 2006 (y-2). It is following thmol to calculate the emission factor for an
electric system, version 1.1 dated 19 October 286/7

According to the monitoring report, the baselineission factor was calculated as per the
options mentioned above. The result is as follows:
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Option Baseline CQ@emission factor (tC&@/MWh)
2007 2008
Option 1 (BM) 0.8672 0.8154
Option 2 (CM) 0.9046 0.8847
Option 3 (Likely technology) 0.9506 0.9135

Therefore, for the electricity generation in ye@02, the baseline emission factor (Option 1) BM
is calculated to be 0.8672 t@®IWh, which is derived from China Power Electric W&
Yearbooks 2004 to 2006 and the data is based onydhe 2005/23/; For the electricity
generation in year 2008, the baseline emissiorofg@ption 1) BM is calculated to be 0.8154
tCO,/MWh, which is derived from China Power Electricvi®r Yearbooks 2005 to 2007 and the
data is based on the year 2006/23/.

For the Option 2, i.e. the combined margin wasudated according to ACM0002, using a 50/50
OM/BM weight.

For the year of 2007, CM was calculated to be Ga@,/MWh, based on the data available in
the China Power Electric Power Yearbooks 2004 t662(23/and China Energy statistical
Yearbooks 2004 to 2006.

For the year of 2008, CM was calculated to be 07&840,/MWh, based on the data available in
the China Power Electric Power Yearbooks 2005 t@72@nd China Energy statistical
Yearbooks 2005 to 2007/28/.

For the Option 3: According to the baseline emisdactor of China Grids issued by Chinese
DNA /25/, for the 600MW sub-critical coal-fired pewplant, the most efficiency level of the
best technology commercially available in the yefi2005 is 35.82%, so thEFg oz 2007 1S
about 0.9506 tC&@MWh. For the year of 2006, according to the basekmission factor of
China Grids issued by Chinese DNA /26/, in China d#ificiency level of the 600MW sub-
critical coal-fired power plant is 37.28%, and tHes cos.005 IS Calculated to be 0.9135

tCO/MWh.
The GHG calculations are complete and transpaaewittheir accuracy has been verified.

For the period 28 June 2007 to 31 December 200%,tdkal electricity generated is 151
291.80 MWh and the power self consumed by the prage2 560.80MWh. Thus the net amount
of electricity is 148 731MWh and the claimed envssieductions of 128 980 tG®ased on the
baseline emission factor 0.8672 t&Zi@Wh in year 2007.

For the period 1 January 2008 to 25 March 2008tdked electricity generated is 22 110MWh
and the power self consumed by the project is 112MWh. Thus the net amount of electricity
is 20 669.88MWh and the claimed emission reductioind6 854tCQ based on the baseline
emission factor 0.8154 tGMWh in year 2008.
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According addressed above, the baseline emissatuctiens (BE) during the crediting period
28 June 2007 to 25 March 2008 totally was 145 &34 twhich was verified by cross checking
the receipts of Zhejiang Provincial Power Compamgd the records of the project owner /20/.

2) Project emissions (PEy):

During the on-site visit, DNV was able to verifyatithere are no fuels consumed in the proposed
project other than natural gas to generate elé@gtrithe CQ emissions from NG consumption
(PE) are calculated as follows:

PE, = Zf: FC,, OCOEF, ,

The net calorific value (NCV) of the natural gassvekerived from the reports of Gross Calorific
Value (GCV) for natural gas combusted issued byjiZhg Provincial Natural Gas Development
Co., Ltd /22/. According to the energy statisticrmal /24/, 1 NCV=0.9*GCV.

IPCC 2006 default values for Efy (56.1t CO/TJ) of natural gas and for the oxidatrate
(100%) of the natural gas are used.

The calculations are complete and transparenttr@daccuracy has been verified.

For the period 28 June 2007 to 31 December 2007, tttal natural gas combusted is
36 409 898rfv/1/and thus the project emission is 67 286£CO

For the period 1 January 2008 to 25 March 2008, tttal natural gas combusted is
7 663 713rY1/and thus the project emission is 14 184 £CO

According to the mentioned above, the project eimms$PE) during the crediting period 28
June 2007 to 25 March 2008 totally was 81 470 @@/h, the quantity of NG consumption
was verified by cross checking the receipts of iéimgj Provincial Natural Gas Development Co.,
Ltd and the records of the project owner /21/.

3) Leakage (L Ey):

Since no LNG will be used in the proposed projiat, leakage emissions result from natural gas
will only be considered. Therefore, the fugitivestppam CH emissions are taken into account
as leakage emissions.

According to the methodology AM0029, the leakageassian should multiply the quantity of
natural gas consumed by the project in year y asttemission factor for fugitive CGHemission
from natural gas consumption and subtract the eomissccurring from fossil fuels used in the
absence of the project activity.

DNV was able to verify the analysis and calculatadrthe leakage emission in the monitoring
report /1/, and confirm that the calculations aymplete and transparent.

At the conclusion of the leakage emission calcoigtthe leakage emission is to be -11 356,tCO
totally, which involve the leakage emission in 20&¥d 2008. According to the methodology
AMO0029, when the total net leakage effects are inegahe project participants should assume
LEy =0, i.e., hence, no leakage has to be congiderehe project activity

4) Emission reductions (ERy):

ER~= BE- PE- LE,= BE- PE,
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Thus the claimed emission reductions,BR64 364tCQreported for the period 28 June 2007 to

25 March 2008 is deemed correct.

The energy generated, natural gas consumption amdsien reductions claimed for the
proposed period were as shown in the followingeabl

Power Power Net Power | Basdine N&(lgural Project | Leakage | Emission
Period Generated | Consumed | Supplied | Emission Consfjlfned Emission | Emission | Reductions
MWh MWh MWh tCO, me tCO, tCO; tCO,
28/06/2007
to 151 291.80 2 560.80 148 731 128980 36409898 8672 0 61 694
31/12/2007
1/1/2008
to 22 110 1440.12 20 669.88 16 854 7663 113 14 184 2670
25/03/2008
Total 173 401.80 4000.92] 169400.88 145834 448123 81470 0 64 364

Sufficient evidence was presented for the repqreadmeters.

3.6 Management System and Quality Assurance

The responsibility and authority for registratiomonitoring, measurement and reporting
activities and QA/QC have been in place as destrihethe registered PDD /3/. Necessary
procedures related to data handling, quality asserand training of monitoring personnel have

been appropriately implemented as described ilCh®l project management manual /17/.

There exists a CDM department in charge of the mobnitoring process, which is led by a
CDM project director and includes a CDM managemwadl as a monitoring team. The CDM

project director takes charge of the managemettieofCDM project and takes responsibility for
Chinese DNA and stakeholders. The CDM manager spomsible for the operation and
management of the CDM project, including data otiten, CER calculation and cooperation
with external. The CDM monitoring teams take chasfthe regular monitoring work, including

monitoring, aggregation and storage of raw data twedcalibration and maintenance of the
measurement equipments.

The accuracy class of electricity meters is 0.28ckwhave been tested and calibrated annually
by a third party-Zhejiang Electric Power Test ands&arch Institute /13/ according to the
national standard JJG596-1999. Two ultrasonic ¢@ms Mmeters installed at the natural gas
supply station with the accuracy of 0.16% and agothtrasonic gas flow meter equipped at the
project end with the accuracy of 0.5% also havenloedibrated /14/.

The internal audit and management review mechaheswe been established and implemented
well. The values firstly are gathered by CDM moriitg teams and submitted to the production
department for initial audit, and then provided @M manager for further review.
Subsequently, the consultant China Carbon Techyadlmg, Ltd. will assist to complete the final
check and preparation for the verification.

One control centre has been established from wh#relectronic data would be remotely
monitored and recorded. All original informationshi@zeen stored by electronically and hardcopy.
The relevant documents will be kept for at least wears after the end of the crediting period.
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The site visit confirmed that the management systerthe CDM project is in place, such as the
management structure of the CDM project, the CDMrafion manual, and the competence
criteria of CDM personnel involved in the project.
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4 VERIFICATION STATEMENT

Det Norske Veritas Certification AS has performedeaification of the voluntary emission
reductions reported for the “Xiaoshan Power Plani& Power Generation Project of Zhejiang
Southeast Electric Power Co., Ltd” managed by Zmji Provincial Power Company for the
period 28 June 2007 to 25 March 2008. The proje&s been registered as CDM project
acitivity (UNFCCC Registration Ref. No. 1343).

Zhejiang Provincial Power Company is responsilde the collection of data in accordance
with the validated monitoring plan and the repogtiiof GHG emissions reductions from the
project.

It is DNV’s responsibility to express an independenrification statement on the reported GHG
emission reductions from the project.

In DNV’s opinion the GHG emissions reductions repdrfor the project in the monitoring
report of 16 September 2008 are fairly stated dredproject design meets all VCU Verification
Criteria.

The GHG emission reductions were calculated colyeonh the basis of the baseline and
monitoring methodology AM0029 version 01 and thaitodng plan provided in the PDD. The
emission reductions are claimed as Voluntary Carbmits (VCU) under the Voluntary Carbon
Standard (VCS).

Det Norske Veritas Certification AS is able to fierihat the emission reductions from the
‘Xiaoshan Power Plant's NG Power Generation ProjettZhejiang Southeast Electric Power
Co., Ltd’, managed by Zhejiang Provincial Power @amy during the period 28 June 2007 to
25 March 2008 amount to 64 364 tonnes of, @quivalent.

DNV does not assume any responsibility towardsiseaance and utilization of the VCUs
hereby verified and certified. Request for issuan€eVCUs shall be made by the project
proponent to an approved VCS Program Registry basethe requirements set out under the
most recent version of the VCS Program Guidelifesse on VCS Registration.

The verification of reported emission reductiond@sed on the information made available to
us and the engagement conditions detailed in #p®rt. DNV cannot guarantee the accuracy or
correctness of this information. Hence, Det Norgketas Certification AS cannot be held liable
by any party for decisions made or not made basetthis report

Beijing, 13 October 2009 Oslo, 13 October 2009
" F&"f H W, Bridksy
Peng Huang Hendrik W. Brinks
GHG Auditor Technical Director for CDM
Climate Change Services Climate Change Services

Page 17

Reference to part of this report which may leathisinterpretation is not permissible.

VER Verification Report of Xiaoshan



DET NORSKE VERITAS i g
Report No: 2009-0306 , rev. 01

VCSVERIFICATION REPORT DN

o
<

5 REFERENCES

Category 1 Documents:

Documents provided by the project participants tfedate directly to the GHG components of
the project. These have been used as direct sowtevidence for the initial verification
conclusions, and are usually further checked thtoiumerviews with key personnel.

11/

121

13/

141

/51

16/

171

18/

19/

110/

111/

112/

113/

114/

Monitoring Report of Xiaoshan Power Plant's NG Powgeneration Project of
Zhejiang Southeast Electric Power Co., Ltd, verdatated 16 September 2008.

VSC PD of Xiaoshan Power Plants NG Power Gaten Project of Zhejiang
Southeast Electric Power Co., Ltd: Clarificatiorcts#fuses 1.12, 1.13, 1.14, 8.1 and 8.2

CDM PDD for Xiaoshan Power Plant's NG Power &ation Project of Zhejiang
Southeast Electric Power Co., Ltd, Version 3.1 d&@ch 2008

Validation Report for “Xiaoshan Power Plant'sGNPower Generation Project of
Zhejiang Southeast Electric Power Co., Ltd”, Refot:2007-0960, version 01 of 21
July 2007, DNV

Business License of the project owner issuetiéiggzhou Administration for Industry
and Commerce, available from 22 April 2004

Zhejiang Power Design Institute, Feasibilityu®t Report of the Xiaoshan Power
Plant's NG Power Generation Project of ZhejiangtBeast Electric Power Co., Ltd,
and project approval letter issued by National Dgwaent and Reform Commission,
[2005] No. 345

Southwest Electric Power Institute Environméniapacts assessment report of the
Xiaoshan Power Plant’s NG Power Generation Pray¢&hejiang Southeast Electric
Power Co., Ltd, and project approval letter isshgdNational Environment Protection
Bureau 26 November 2003.

Power Purchase Agreement between Zhejiang muiadi Power Company and
Zhejiang Provincial Power Company on behalf of BECBated 11 September 2007.

Grid Connection Agreement between Zhejiang P&l Power Company and
Zhejiang Provincial Power Company on behalf of BCBated 30 March 2007.

Natural Gas Purchase Agreement between Zlgefaavincial Power Company and
Zhejiang Provincial Natural Gas Development Cod, dated 17 February 2007.

Electricity tariff issued by Price Bureau ohefiang Province, dated 31 December
2005, Doc No.: [2006] 01

Start-up acceptance of the proposed projentes by Zhejiang Provincial Energy
Group Co., Ltd, dated 23 June 2008, Doc No.: [2PB8]

Calibration and certificate of main and bagk-meters issued by Zhejiang Electric
Power Test and Research Institute, dated 27 Fgb2@&7 and 27 February 2008

Ultrasonic flow meters calibration report andrtificate of the project issued by
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manufacturer of Pigsar, dated 10 July 2006 AccagrdiintheVerification Regulation of
the Ultrasonic Flowmwters (JJG1030-20Gvhich is issued by General Administration
of Quality Supervision, Inspection and Quarantirfe POR.C., the test period for
Ultrasonic Flowmeter is two years.

/15/  The personnel training schedule and recordHerproposed project from September
2004 to November 2007.

/116/  Competence certificate of the operation persbof the proposed project dated May
2006

/17/  CDM Project Management Manual issued by Zhgji®rovincial Power Company ,
dated 11 July 2008,

/18/  Power station daily running records of thepmsed project from June 2007 to March
2008

/19/ Emission Reduction calculation spreadsheet-2007
Emission Reduction calculation spreadsheet-2008
120/ Electricity purchase receipts issued by Zhejiargyicial Power Company
Electricity sale records issued by Zhejiang Proheower Company
/21/ Natural gas sale receipts issued by Zhejiang Pe@lilNatural Gas Development Co.,
Ltd
Natural gas purchase records issued by Zhejiangrieial Power Company

122/ The report of Net Calorific Value for naturghs combusted issued by Zhejiang
Provincial Natural Gas Development Co., Ltd frome2007 to March 2008

/23/  China Electric Power Yearbook, 2003~2007

[24]  Energy Statistics Manual, IEA publication, &spber 2004

/25/ China NDRC, the emission factor calculation forrepower grid of China, published
on 9 August 2007, NDRC official website:
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/ FiB&4.pdf

126/ China NDRC, the emission factor calculation fortepower grid of China, published
on 18 July 2008, NDRC official website:
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/20083887164119674.pdf

127/ “Policy announcement by VCS association” dated Ed¥1 2008

128/ China Energy statistical Yearbooks, 2003~2007

Category 2 Documents:

Background documents related to the design andthaodologies employed in the design or
other reference documents. Where applicable, Cayegalocuments have been used to cross-
check project assumptions and confirm the validityinformation given in the Category 1
documents and in verification interviews.
/29/ International Emission Trading Association (IETA)t&e World Bank’s Prototype Carbon
Fund (PCF)Validation and Verification Manuahttp://www.vvmanual.info
/30/ AMO0029 - Approved methodology “ baseline Methodgldgr Grid Connected
Electricity Generation Plants using Natural Gagtsion 01 of 19 May 2006
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/31/ ACMO0002 - Approved methodology “Consolidated baselimethodology for grid-
connected electricity generation from renewablercesl, version 06, date 19 May
2006

/32/  Voluntary Carbon Standard (VCS) version 200Wdbpagehttp://www.v-c-
s.org/docs/Voluntary%20Carbon%20Standard%20200df 1.p

/33/  State Power Corporation of China. Interim RBuwa Economic Assessment of
Electrical Engineering Retrofit Projects. Beijir@hina Electric Power Press, 2003

/34/ The guidance for deviation in use of methodology Q05 by several project activities
in China by EBhttp://cdm.unfccc.int/Projects/Deviations

/35/ The statistics by State Electricity Regulatory Cassion (SERC) on newly built
thermal plants in 10th "Five-Year Plan" period 2005, and NDRC official website
http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/2008381215144747182.pdf

136/ CDM Executive Board: Tool to calculate the emisdiactor for an electricity system,
version 1.1 of 19 October 19 2007.

137/ DNA of China, Host country approval letter, 17 Jaryu2007.

138/ The declaration letter from the project owner amuas that all carbon credits for the
period from 28 June 2007 to 25 March 2008 will os#yl it once as VCS credits.

Per sons interviewed:

Persons interviewed during the initial verificatiaor persons contributed with other information
that are not included in the documents listed above

139/  Ms. Huang Jinfeng, project manager, China @arbechnology Co., Ltd.

/40/  Mr. Yang Jiaming, technical engineering, Chabon Technology Co., Ltd.
/41/  Mr. Feng Ougen, vice director of the Planteidng Provincial Power Company
142/ Ms. Guo Juanhua, Engineering, Zhejiang ProairiRower Company

/43/  Mr. Yuan Weizhong, chief engineering, Zhejidrgvincial Power Company

144/  Mr. Yang Xuanzhong, director of comprehenshanagement division, Zhejiang
Provincial Power Company

/45/  Mr. Wang Jiangiao, director of Natural Gas Bo@eneration Engineering
Department, Zhejiang Provincial Power Company

146/  Mr. Gaoguofeng, fuel engineering, Zhejiangvitroial Power Company
147/ Ms. Ding Kaihong, measurement engineeringjizhg Provincial Power Company

- —000 -
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Annex 1

Clarification of clauses 1.12, 1.13, 1.14, 8.1 and 8.2 of the VCS PD

The proposed project has been registered as a Chjécp on 26 March 2008 with the
Registration Ref. N0.1343. As the VCS came intedoon 19 November 2007, this monitoring
period shall be verified against the VCS 2007 mmte of the VCS 2007. This clarification is
annexed to cover all the requirements set out enM@S 2007 for project validation together
with the validated PDD (version 3.1, dated 3 Mar2f08), according to the Policy
Announcement from the VCS Association.

(http://www.v-c-s.org/documents.html)

Clarification of clauses 1.12, 1.13, 1.14, 8.1 and 8.2 of theVCS PD areas
follows:

1.12 Demonstration to confirm that the project was not implemented to create
GHG emissions primarily for the purpose of its subsequent removal or
destruction.

As a new grid-connected nature gas power genergtigect, the proposed project will produce
clean electricity using nature gas and will gere@HG emission reductions by avoiding £0
emissions from electricity generation of fossil Iffieed power. Operation of this project can
reduce GHG emissions. It is confirmed that the gobjwas not implemented to create GHG
emissions primarily for the purpose of its subsetjuemoval or destruction.

1.13 Demonstration that the project hasnot created another form of
environmental credit (for example renewable ener gy certificates).

The project is located in China and is developed aperated by Zhejiang Provincial Power
Company , which is a Chinese Investment Enterpfiibere is no other environmental credit (for
example renewable energy certificate) which hasvitirbe produced by or obtained for the
project/38/.

1.14 Project regjected under other GHG programs (if applicable):

The proposed project is a registered CDM projebiciwdoesn’t fall into rejected projects under
other GHG programs.

8.1 Proof of Title:

Evidence of proof of title has been demonstrateddocumentation proving ownership of the
plant and equipment through the on-site visit. aer has also obtained all relevant permits
for to the proposed project including a Businesshse /5/, feasibility study report approval /6/,
EIA (Environmental Impacts Assessment Report) aygdry/ and power purchase Aagreement)
/8/. The project’s design and implementation hanbearried out in compliance with all relevant
and national legislation in China. The declaratietter from the project owner, has been
obtained. It has been confirmed that the projeatewwill not apply for other VERs (VER+, GS
etc.) and that all credits are transferred to tigeh It also has been confirmed that the buyer
will only sell the VCUs once /38]/.
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8.2 Projectsthat reduce GHG emissions from activities that participatein an
emissionstrading program (if applicable):

The proposed project has been registered as a GDjgicpon 26 March 2008 and the reference
number is 1343, for which a renewable creditingqueof 3X7 years will be used under the
CDM GHG Program and the first crediting period rieni 26 March 2008 to 25 March 2015.
Therefore, GHG emission reductions generated by pitoposed project during the CDM
crediting period will be verified as unigue CERsidg the CDM crediting period. Only GHG
emission reductions achieved from 28 June 200/tMarch 2008 will be considered as VCUs
under the VCS 2007.
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