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1 INTRODUCTION

Carbon Resource Management Ltd. has commissionédN@rske Veritas Certification AS to
carry out the verification of emission reductionsngrated by the “Chengde Hongsong
Windfarm Project in Hebei Province China” for theripd 1 January 2007 to 31 December 2007.
The report was carried out as per Voluntary CarBtenmdard (VCS) version 0This report
contains the findings from the verification and@ement for the verified emission reductions

1.1 Objective

Verification is the independent review and ex-pietiermination by the Designated Operational
Entity (DOE) of the monitored reductions in GHG egions that have occurred as a result of the
project activity during a defined verification peuli

1.2 Scope
The Verification scope is:

» Review of the calculation of the relevant grid aartemission factor for the North China
Power Grid (NCPG) and the additionality of the prjactivity.

» To verify that actual monitoring systems and praced are in compliance with the
monitoring systems and procedures described innmbaitoring plan for the project
activity,

» To evaluate the GHG emission reduction data andesspa conclusion with a high level
of assurance about whether the reported GHG emisgduction data is free from
material misstatement,

» To verify that the reported GHG emission data ficiently supported by evidence.

The verification is meant to ensure that reportenssion reductions are complete and accurate
and is based on generation of renewable energyrepéices fossil-based electricity generation
in the grid

1.3 GHG Project Description

The project is located oweichang County, Chengde Citdebei Province of China. The project
is a wind power plant. The proposed installed cipas 51.3 MW consisting of 78irbines of
600KW and 6 turbines of 750KW. The details of thebines with respect to their numbers, type
and model of the machines have been verified t@shyger details provided in the PDD.

The electricity generated is supplied to NCPG (Wh& dominated by coal-fired power plants)
under Power Purchase Agreements (PPA).

The project has accounted for emission reducti@reted by the proposed project from 1
January 2007 to 31 December 2007. The projects semnisreductions are determined by
multiplying the net amount of electricity generatadthe project by an estimated ex-ante fixed
grid emission coefficient of 0.952tGE&MWh.

Title of the project activity : Chengde Hongsong Windfarm Project in Hebei
Province China
Location of the project activity ; Weichang County, Chengde City, Hebei Province of
China
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Verification period .1 January 2007 to 31 December 2007
Project starting date : September 2004

2 METHODOLOGY

The verification of the emission reductions hagssed all factors and issues that constitute the
basis for emission reductions from the projectiuding,

* The review of the calculation of the carbon emisgarctor for the NCPG
* The net electricity supplied by the project acyivit NCPG multiplied by the estimated
grid emission factor

Verification Team:

Mr. Tao Li DNV Ceiitiition Beijing Team leader, GHG Auditor
Mr. Shuyong Sun DNV Certification Beijing CDM Validator

Duration of verification:

Preparation — (monltorllng report review, 6-7 March 2008
baseline grid factor estimations etc.)

Site visit : 10-11 March 2008
Reporting . 17 March~28 April 2008

2.1 Review of Documentation

The monitoring report /1/ and the monthly electyicjeneration receipts from Chengde City
Power Supply Company on behalf of NCPG were asdeasea part of the verification. In
addition the PROJECT DESIGN DOCUMENT /2/, in pautar the baseline estimations and the
monitoring plan contained in the PDD were also sssa.

2.2 SiteVidits

In the period of 10-11 March 2008, DNV performesita visit at Chengde Hongsong Windfarm
Project in Hebei Province China. During this vigiNV verified the actual implementation of
the project as described in the PDD. The elegrizieters and calibration records of the meters
were checked and found to be in order. The eléstrgenerated is hourly measured, monthly
recorded and the net electricity generation isidsecked by the receipt from Chengde City
Power Supply Company to be correct.

3 VERIFICATION FINDINGS

3.1 Project Implementation

The project has been implemented as planned. TI3eNB power plant comprised of turbines
commissioned from 16 September 2004 to 12 May 2086.commissioning certificates for the
project were verified against the commissioningacdty details and found to be correct. DNV
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has also verified the nameplate capacity of thbites to be 600KW and 750KW. After the
commissioning, the Project Test and Joint Inspad®eport (PTJIR) /5/ for the project has been
approved by local government, which proved thatghaect is constructed as planed and was
able to satisfy the requirement of operation andirenment protection as required in
environment impact assessment (EIA).

3.2 Project Baseline

The CHWP applies the approved consolidated basetethodology ACM0002 Consolidated
baseline methodology for grid-connected electricity generation from renewable sources’ version

6 of 19 May 2006. Its applicability has been fiisti by DNV due to that i) the project is a wind
power project and ii) is connected to an regiohadtecity grid (NCPG).

The baseline scenario is that an equivalent oftrd&g would, in the absence of the project
activity, have been generated by the operatiorridi@pnnected thermal power plants and by the
addition of new generation sources.

In accordance with ACM0002 version 6, the eledlyitiaseline emission factor is determined
ex-ante as a combined margin, consisting of theylweaverage of the operating margin (OM)
emission factor and the build margin (BM) emisdiactor.

So that the baseline of the project activity is 11® 000 MWh generated from the generating
units multiplied by an ex-ante determined emissioafficient (measured in 0.952 tG&EkKWh),
calculated based on the weighted average emissidhe current NCPG generation mix.

The application of the baseline methodology isgpament and conservative.

3.3 Project Additionality

The additionality of the project, as required by M@O02, has been established using theof
for the demonstration and assessment of additionality” version 02 /9/ approved by the CDM-EB.

Sep 0: Preliminary screening based on the starting date of the project activity.

The project commissioned in May 2006. The emissgmluctions have all been generated after 1
January 2000.

Sep 1. Identification of the alternatives to the project activity consistent with the current laws
and regulations.

The alternate baseline scenarios for the projdatiggchave been suitably identified as,

a) the project activity not undertaken as a pragetivity receiving revenues from sale of VCUSs;

b) the thermal or hydro and other kinds of powanphlith the comparable capacity or
electricity

c) comparable capacity or electricity generatioditoh provided by North China Power Grid;

d) continuation of the current situation (no projectivity or other alternatives undertaken).

The only realistic and credible alternative for greject scenario is sufficiently demonstrated as
comparable capacity or electricity generation addiprovided by NCPG.
The project proponent has chosen to follow “Std@aBier analysis”.

Sep 3: Barrier analysis.
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This analysis shows that the project activity fdgagiers that (a) prevent the implementation of
this type of project activity; and (b) do not pravéhe implementation of the alternatives.

Investment barriers:

International development aid, e.g. from the Wd@#&hk, Asian Development Bank and KfW, as
well as government tariff support have been usedhima since 1993 to encourage the
development of the wind power industry in the copntiowever, in recent years, the provisions
of such soft loans and subsidized government isteastes have gradually decreased,
furthermore, for a windfarm project only with atitave financial expectation, can the
commercial loan be obtained in time successfully.

The total investment cost per kW of the projechsut 7500 RMB Yuan, which is double that of the
thermal plant, furthermore the utilization hoursaehdfarm are about from 2000 to 2500 hours,
which is about one third of that of the thermalnpla

All these factors above make the financial retate of the investment and the ability of loan
repayment of the project at a lower level.

For the project, additional VCU financing may erathle investment return to be competitive with
other projects. Having a full realization of thise developer of the windfarm project started the
VCU application process aiming to obtain the addil funding to secure the project financially and
institutionally.

Tariff barriers:

In the China Renewable Energy Law, which camefimitoe on 1 January 2006, it is encouraged to
develop the renewable energy project; however tisane measure that guarantees an on-grid tariff
which can attract the windfarm developers.

In the Notice (dated 29 June 2006) issued by tiengrBureau of Hebei province, the on-grid tariff
of the Chengde Hongsong windfarm is adjusted t0 8&BIB/kWh (including VAT), which is much
lower than the on-grid tariff 0.73 RMB/kWh proposedhe feasibility study. The total investment
IRR of the windfarm based on this on-grid tarif6i29%, which is a great barrier to this windfarm
project, as it is significantly below the 8% benerknfor energy sector projects.

Technological barriers:

The windfarm is located in a less economically digyed region of China and skilled and properly
trained labor to operate and maintain the techiyoil®got available. Furthermore, Chengde
Hongsong Windfarm is one of the first groups ofascale projects to use domestically
manufactured turbines to stimulate national econatavelopment. Without enough related
experience, the Project will face some technolddieariers.

The documented evidence is provided from offidialkf including written document and
feasibility study reports from the company thateleps the project. This evidence is sufficient
to demonstrate the additionality for wind powerjpots widely in China like the Chengde
Hongsong Windfarm project.

As demonstrated in Sub-step 1a, comparable capac#iectricity generation addition provided by
North China Power Grid is the alternative. The ceteplan can be the increase of the generation
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output of the operating unit or building the nearl

In fact, it is very common in the power grid toliease the generation output of some operating units
to satisfy the load demand, and in 2005, 46 neveigears (12 404MWhave been installed in North
China Power Grid. That is to say, either to inceghe generation output or to build the new power
plant is needed and the actual choice, so thereabarriers that would prevent the implementation
of the alternative.

It is obvious that the alternative is financiallyractive and encouraged by the grid company and
government policies and the barriers identifiecehtberefore are not applicable to the alternative o
baseline scenario

Sep 4. Common practice analysis.

The common practice shows that there are only aWewl farms in Hebei Province. Zhangbei
Huicailiang windfarm, which commissioned in Decemii®98, has a higher tariff of RMB
0.984 Yuan/kwWh. Nowadays the windfarms in HebevPre can only get a tariff of RMB 0.65
Yuan/kWh as per a document by the Price BureaueifeH Province. Other windfarms under
construction in Hebei Province are also financialhattractive and facing the investment barrier
as the proposed activity, thus are applying for fE&ects.

Sep 5: Impact of VCU revenues.

With the sales of VCUSs, the investment return wmfirease and the investment risk will reduce
directly.

In conclusion, all the steps above are satisfigl project is not the baseline scenario, and tbeqr
activity is additional.

3.4 Completeness of Monitoring
The only monitoring indicator, i.e., the net elaity generation, has been monitored with
calibrated energy meters as described in the mamitplan of the PDD and monitoring report.

3.5 Accuracy of emission reduction calculations

An electricity meter, which can measure the eleityrisupplied to grid and self consumed at the
same time, is installed by Chengde City Power Sug@mpany. The ownership of the meter
have after commissioning been transferred to Cher@jty Power Supply Company for future
maintenance. The permissible limit for the meted. 5% accuracy class. Monthly meter readings
are taken jointly by the parties on the 26th arel st day of every month at 24:00. At the
conclusion of each meter reading an appointed septative of the Chengde City Power Supply
Company on behalf of NCPG and Hebei Hong-Song WAndier Share Holding Ltd. sign a
document indicating the number of kilowatt-hourdicated by the meter. This is then forwarded
by Chengde City Power Supply Company to Hebei HBogg Wind Power Share Holding Ltd.
which clearly indicates the net electricity expdrtand which again becomes the basis for
emission reduction calculations.

The meter is jointly inspected and sealed on betfathe parties and is not interfered with by
either party except in the presence of the othetypar its accredited representatives. The
general conditions set out for metering, recordimgter readings, meter inspections, test &
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checking and communication are as per the PPA (ppwehase agreement) with Chengde City
Power Supply Company. Test and joint inspectiomrisphave been verified

3.6 Quality of evidence to deter mine emission reductions
The emission reductions ERy by the project actigitying a given year vy is
ERy = BEy =EGy * EFy

Where EGy is the net electricity supplied to thiel gEFy is the C@emission factor of the grid
and BEy is the baseline emissions.

The emission factor EFy of the grid is represeai®d combination of the Operating Margin and
the Build Margin, and was fixed for the durationtieé crediting period in the PDD.

The Operating Margin emission factor EF_OMy wasulalted in the PDD as 0.984t@g&MWh,
The Build Margin emission factor EF_BMy was calcathas 0.859tC£&/MWh . The weights
wom andwgy are selected as 0.75 and 0.25, respectivelyjmdated by ACM0002 version 6.

The weighted average of Operating Margin and BMi&dgin emission factors is:
EF =wom * EFom +wew * EFgm = 0.75 * 0.984 + 0.25 * 0.859 = 0.952 teIMWh.

The combined margin of 0.952tCO2e/MWh is fix@dante for the first crediting period.
The GHG calculations are complete and transpaaedttheir accuracy has been verified.

The total electricity generated is 106 663 MWh dne captive power by the project is 248
MWh. The net amount of electricity is 106 415 MWihd thus the claimed emission reductions
of 101 306tC@e reported for the period 1 January 2007 to 31 Dxee 2007 was verified by
reviewing the presented electricity generationipgseof Chengde City Power Supply Company.

The energy generated and emission reductions aliarehe proposed period were as shown in
the following table:

Power *Power Net Power Emission
Period Generated | Consumed Supplied Reductions
MWh MWh MWh (tCO2e)
Jan-07 14 143 27 14116 13 438
Feb-07 13314 6 13 308 12 669
Mar-07 10 519 19 10 500 9996
Apr-07 10 028 12 10 016 9535
May-07 10 118 7 10 111 9626
Jun-07 3124 29 3095 2946
Jul-07 2240 34 2206 2100
Aug-07 3 887 32 3855 3670
Sep-07 2762 33 2729 2598
Oct-07 9922 24 9898 9423
Nov-07 12 844 9 12 835 12 219
Dec-07 13762 16 13 746 13 086
Total 106 663 248 106 415 101 306
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*To be conservative, the invoiced number of Powenslimed is adopted.

Sufficient evidence was presented for the repanegcelectricity generation.

3.7 Management System and Quality Assurance

Monitoring and reporting of electricity generatienpart of normal operations of Hebei Hong-
Song Wind Power Share Holding Ltd. The quality oétem readings is assured through
calibration of electricity meters and through crekgcking of readings between the meter and
the receipts.

The Hebei Hong-Song Wind Power Share Holding L&k &pplied its management system to
the wind source for power generation process.

4 VERIFICATION STATEMENT

DNV Certification AS has performed a verificatiom emission reductions reported for the
“Chengde Hongsong Windfarm Project in Hebei Proeihina” managed by Hebei Hong-
Song Wind Power Share Holding Ltd. for the periagahuary 2007 to 31 December 2007.

In our opinion the GHG emissions reductions rebfte the project in the monitoring report of
7 March 2008 are fairly stated.

The GHG emission reductions were calculated cdyeath the basis of the baseline and
monitoring methodology provided in the PDD Versib@ of 21 December 2006.

Det Norske Veritas Certification AS is able to dgrthat the emission reductions from the
‘Chengde Hongsong Windfarm Project in Hebei Progifi€hina’, managed by Hebei Hong-
Song Wind Power Share Holding Ltd. during the prloJanuary 2007 to 31 December 2007
amount to 101 306 tCCequivalent.

The verification of reported emission reductionbased on the information made available to us
and the engagement conditions detailed in thisrtepdNV Certification AS cannot guarantee
the accuracy or correctness of this informationnéde DNV Certification AS cannot be held
liable by any party for decisions made or not miaalged on this report
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