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1 EXECUTIVE SUMMARY — VALIDATION OPINION

DNV Climate Change Services AS (DNV) has perforanealidation of the “Gansu Guazhou
Beidagiao Wind Power Project” in China. The valigat was performed on the basis of
UNFCCC criteria for the Clean Development Mechanemd host Party criteria, as well as
criteria given to provide for consistent projectapgtions, monitoring and reporting.

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

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

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

The project correctly applies ACM0002 version 12.XConsolidated baseline methodology
for grid-connected electricity generation from rerable sources”.

By generating renewable energy which will displateetricity in the Northwest China Power
Grid, the project results in reductions of g@missions that are real, measurable and give
long-term benefit to the mitigation of climate chanlt is demonstrated that the project is not
a likely baseline scenario. Emission reductionsrilamtable to the project are hence
additional to any that would occur in the absentéhe project activity.

The total emission reductions from the project astimated to be on the average 446 721
tCO.e per year over the 7-years crediting period. Theassion reduction forecast has been
checked, and it is deemed likely that the stateduatnis achieved given that the underlying
assumptions do not change.

The monitoring plan provides for the monitoringtbé project's emission reductions. The
monitoring arrangements described in the monitorpign are feasible within the project
design and it is DNV’s opinion that the project peipants are able to implement the
monitoring plan.

In summary, it is DNV’s opinion that the “Gansu @hau Beidagiao Wind Power Project”
in China as described in the PDD version 2.0 da®e8eptember 2010 meets all relevant
UNFCCC requirements for the CDM and all relevantsh®arty criteria and correctly
applies the baseline and monitoring methodology AQ02 version 12.1.0. Hence, DNV
requests the registration of the project as a CDWjgct activity.

Beijing and Oslo, 231ay 2011

/\V\ 7+ Micha! (s -

Gong Zheng Michael Lehmann
CDM Validator Director of Services and Technolagie
DNV Beijing, China DNV Climate Change Services AS
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2 INTRODUCTION

Longyuan (Jiuquan) Wind Power Co., Ltd. has comioied DNV Climate Change Services
AS (DNV) to perform a validation of the Gansu GuazlBeidagiao Wind Power Project in
China (hereafter called “the project”). This repsutnmarises the findings of the validation of
the project, performed on the basis of UNFCCC gattor the CDM, as well as criteria given
to provide for consistent project operations, nammig and reporting. UNFCCC criteria refer
to Article 12 of the Kyoto Protocol, the CDM modads and procedures, and the subsequent
decisions by the CDM Executive Board.

2.1 Objective

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

2.2 Scope

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

Protocol, the CDM modalities and procedures aseapie the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACMO0002 version 12.1.0 (8eat Scope: 01) /26/. The validation
was based on the recommendations in the ValidatmohVerification Manual /25/.

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

Page 2
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3 METHODOLOGY
The validation consisted of the following three pést

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

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

The following sections outline each step in mor&iile

3.1 Desk review of the project design documentation
The following tables list the documentation thaswaviewed during the validation.

3.1.1 Documentation provided by the project participants

11/ Longyuan (Beijing) Carbon Asset Management Tebtbgy Co., Ltd.: CDM-PDD for
project activity “Gansu Guazhou Beidagiao Wind PoRmject” in China, version 1.0
dated 6 July 2010.

Longyuan (Beijing) Carbon Asset Management TechmolGo., Ltd.: CDM-PDD for
project activity “Gansu Guazhou Beidagiao Wind PoRmject” in China, version 2.0
dated 9 September 2010.

12/ HydroChina XiBei Engineering Corporation: Theasibility study report of Gansu
Guazhou Beidagiao Wind Power Project of Decemb8820
National Development and Reform Commission: Thereyal of FSR for Gansu
Guazhou Beidagiao Wind Power Project dated 13 M#®B2

13/ Lanzhou University Research Center for Envirental Quality Assessment Center:
The Environmental Impact Assessment report (EIA)Gainsu Guazhou Beidagiao
Wind Power Project in April 2008.

Environmental Protection Administration of Gansopnce: the approval of the EIA
of Gansu Guazhou Beidagiao Wind Power Project Aogust 2008.

14/ Longyuan (Beijing) Carbon Asset Management fedbgy Co., Ltd.: IRR calculation
for project activity “Gansu Guazhou Beidagiao WalWwer Project” in China, dated 23
June 2010.

5/ Longyuan (Beijing) Carbon Asset Management Tetbgy Co., Ltd.: Emission
reduction calculation for project activity “Gansw&zhou Beidagiao Wind Power
Project” in China, dated 14 January 2010.

16/ Jingyuan County Third Construction Company a®@hnsu Province fourth
Construction Group Co., Ltd. and Longyuan (Jiuqudfind Power Co., Ltd.: The
turbine basement construction contract, dated Geiper 2009.

17/ Sinovel Wind Group Co., Ltd and Longyuan (JiaguWind Power Co., Ltd.: wind
turbines procurement contract, dated 28 Decemk@9.20

18/ Gansu Province Electric Power Engineering ChimguSupervision Bright Co., Ltd.:
Construction permission for Gansu Guazhou BeidaWé@ad Power Project, dated 28
November 2009.
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19/

110/

111/

112/

113/

114/

115/

116/

117/

118/

119/

120/

121/

122/

3.1.2
123/

124

Longyuan (Jiuquan) Wind Power Co., Ltd.: Boamketing decision for CDM
consideration, dated 12 June 2009.

Longyuan (Jiuguan) Wind Power Co., Ltd.: Stakder meeting table and meeting
record, dated 20 September 2009.

Longyuan (Jiuguan) Wind Power Co., Ltd.: 3Pies of consultation questionnaires for
the stakeholder comments, dated 20 September 2009.

HydroChina XiBei Engineering Corporation: the cdoedes of total 134 wind
turbines, in December 2008.

Longyuan (Jiuguan) Wind Power Co., Ltd.: Equipmantd CDM training plan on
employees in year 2010.

Longyuan (Jiuquan) Wind Power Co., Ltd. and ElditaNV/SA: CDM emission
reduction purchase agreement dated 16 December 2010

Guazhou branch of Industrial and Commercial BanKliha Co., Ltd.: Loan Contract
for Longyuan (Jiuquan) Wind Power Co., Ltd., da2ddDecember 2009.

Gansu Province Guazhou County Industrial aoth@ercial Bureau: Business license
for Longyuan (Jiuquan) Wind Power Co., Ltd., dat&dSeptember 2009.

Gansu Province Power Company: the approvaglettricity connection of Gansu
Guazhou Beidagiao Wind Power Project, dated 2712010.

Longyuan (Jiuquan) Wind Power Co., Ltd. and EldmitaNV/SA: emission reduction
purchase aggrement dated 16 December 2010.

Longyuan (Jiuquan) Wind Power Co., Ltd. andhdgyuan (Beijing) Carbon Asset
Management Technology Co., Ltd.: CDM consultationtcact in September 2009.
Longyuan (Jiuguan) Wind Power Co., Ltd.: Prior ddagation of the CDM Form to
UNFCCC, dated 21 April 2010. It was confirmed bg thtNFCCC on 7 May 2010:
http://cdm.unfccc.int/Projects/PriorCDM/notificatis/index_html.

Longyuan (Jiuguan) Wind Power Co., Ltd.: Prior ddasation of the CDM Form to
the Chinese DNA, National Development and Reformm@assion, dated 24
September 2009.

It was confirmed by the Chinese DNA on 17 May 2010.

The solar PV, biomass and geothermal project im&hieets high operating cost and
lack of policy support:

http://www.wefweb.com/news/200916/1413073809 0.$htm
http://www.ce.cn/cysc/ny/xny/200901/12/t2009011 2929711 .shtml

Tentative Management Measures for Price and Shafiigpenses for Electricity
Generation from Renewable

Energy, Document No. NDRC Energy [2006]7
(http://www.sdpc.gov.cn/jgal/jggs/t20060120 1295%mh

Letters of approval
National Development and Reform Commission DOfAChina:Letter of approvafor
Gansu Guazhou Beidagiao Wind Power Projdeted 19 April 2011.

It is confirmed by:

http://cdm.ccchina.gov.cn/website/CDM/pdf/ltem nkgrh new6294.pdf

Ministry of Housing, Spatial Planning and the Epniment DNA of the Netherlands:
Page 4
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3.1.3
125/

126/

1271

128/

129/

130/

Letter of approval dated 2 March 2011.

It is confirmed by the letter involving the inforti@n of LoA delivery from DNA of
Netherlands dated 2 March 2011.

Methodologies, tools and other guidance by the CDMxecutive Board

CDM Executive Board: Validation and Verificaiti Manual, Version 1.2, EB 55 Annex
1, dated 30 July 2010.

CDM Executive Board: Baseline and monitoring methodology ACMO0002,
Consolidated baseline methodology for grid-conngcédectricity generation from
renewable sourceVersion 12.1.0 , dated 26 November 2010.

CDM Executive Boardrlool to calculate the emission factor for an elmity system
Version 02, dated 16 October 2009.

CDM Executive BoardTool for the demonstration and assessment of aidility,
Version 05.2, dated 26 August 2008.

CDM Executive Board: Guidance for request @mviation titled ‘Application of
AMO0005 and AMS-1.D in Chiria dated 7 October 2005.
http://cdm.unfccc.int/Projects/deviations/87512

CDM Executive Board: Information Note on the Highd&sriffs Applied by the
Executive Board in Its Decisions on RegistratioPadject in China, Version 01, dated
June 2010.

3.1.4 Documentation used by DNV to validate / cross-checkhe information
provided by the project participants

131/

132/

133/

134/

135/

136/

137/

138/

IPCC 2006 IPCC Guidelines for National Greenhouse Gagentories Reference
Manual, 2006.

National Development and Reform Commissibhe emission factor calculation for
each power grid of Chinajated 2 July 20009.

http://ghs.ndrc.gov.cn/qjfzjz/t20090703 289357.htm

China NDRC and National Construction Committé&ggonomic Evaluation Code and
Parameter for Construction Project (Version 3), 800

General Office of the State Coundibtice of the General Office of the State Council
concerning the Strict Prohibition for ConstructiohThermal Power Plants with the
Capacity of less than 135 M\WWated 15 April 2002.
http://www.gov.cn/gongbao/content/2002/content_ @LABN.

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

Shi Pengfei: China Wind Farms Capacity Statistic2007,dated 28 February 2008.
http://www.cwea.org.cn/upload/20080324.pdf

The Compiling Committee of China Electric Power Memk: China Electric
Power Yearbook 2004~200&,essed by China Electric Power Press

Department of Energy Statistics, National BureawStdtistics and Department of
General Affairs, National Energy Administration®©hina:China Energy Statistical
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139/

140/

141/

142/

143/

144/

145/

146/

1471

148/

Yearbook 2006~200®ressed by China Statistics Press

Standing Committee ofhe seventh National People’s CongreBavironmental
Protection Law of the People’s Republic of Chimated through and valid since 26
December 1989.

http://lwww.law-lib.com/law/law_view.asp?id=6229

Standing Committee dhe ninth National People’s Congrekaw of the People's
Republic of China on Evaluation of EnvironmentdeEfs,voted through 28
October 2002 and valid from 1 September 2003.
http://news.xinhuanet.com/zhengfu/2002-10/29/can®&h1415.htm

State CouncilCity Construction Tax and Additional Education Heelicy, 1 January
1999.

State Council:Provisional Regulations of the People’s RepublicGbiina on Value
Added TaxState Council No.134 [1993], issued on 13 Decearib83 and effective on
1 January 1994.

State Council:Provisional Regulations of the People's RepublicChina on City
Maintenance and Construction Tasalid since 1985.
http://www.chinatax.gov.cn/n480462/n480513/n48081#x. html

Standing Committee dhe tenth National People’s Congrekaw of the People’s
Republic of China on Renewable Energgied through 28 February 2005, valid
since 1 January 2006.

http://www.gov.cn/ziliao/flfg/2005-06/21/content B2 htm

The tenth National People’s Congrelsaw of the People's Republic of China on
Enterprise Income Ta}2007] No.63, voted through 16 March 2007 anddvsince 1
January 2008.

http://www.gov.cn/flfg/2007-03/19/content 55424 8nht

Tariff approval documents in Gansu province:

1) Tariff approval of wind power projects from NDR& China, Fagaijiage [2007]
N0.1260, 9 June 2007;
http://www.hebwj.gov.cn/upfiles/xy _col32gjc__ 200AB164220007126.htm

2) Tariff approval in the wind power projects fradDRC of China, Fagaijiage [2007]
N0.3303, 3 December 2007

3) Notice on tariff management of wind power prégeérom NDRC of China,
Fagaijiage [2009] N0.1906, 20 July 2009;
http://www.sdpc.gov.cn/zcfb/zctbtz/2009tz/t200907292827 .htm

Ministry of Finance & State Administration of Taiat: notice of the Ministry of

Finance and the State Administration of Taxatiomwthpolicies regarding the value

added tax on products made through comprehensilizatibn of resources and other
productsjrepealed]issued on 1 December 2001 and effective on 1 Jara&?2.

State Council:Provisional Regulations of the People’s RepublicGbiina on Value
Added TaxState Council N0.538 [2009], issued on 5 Noven#)8 and effective on
1 January 2009.

http://www.chinaacc.com/new/63 67 /2008 11 17 w&808201711180021980.sht
ml
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149/ Ministry of Finance & State Administration of Tai@t: Notice of the Ministry of

150/

151/

152/

Finance and the State Administration of Taxatiomwthpolicies regarding the value
added tax on comprehensive utilization of resouraed other productsNo.156
[2008], issued on 9 December 2008 and effectivé danuary 2009.

The other wind farms are all applying for or hailready received CDM registration:

http://cdm.unfccc.int/Projects/Validation/DB/9LRRAQZP9PY6JGKS3CMLAJK1L
OlU/view.html

http://cdm.unfccc.int/Projects/Validation/DB/G2ZFHOSYCH9ASIY94LR4S0Q5VJ4
RU/view.html

http://cdm.unfccc.int/Projects/Validation/DB/Y4PGBBBOAOA3PIJIOMAKSGGAD4
PES/view.html

http://cdm.unfccc.int/Projects/Validation/DB/2YD3IKR20ZGX2FXX8B7NBOQKJ7
DHX/view.html

http://cdm.unfccc.int/Projects/Validation/DB/WOQMSPZEMTG5LDD7TGARO7GQ
57DC/view.html

http://cdm.unfccc.int/Projects/Validation/DB/UONSHQ8KGHZ16C50BOBWVBB
T49QJ/view.html

http://cdm.unfccc.int/Projects/Validation/DB/VEUGBBW98S2VC2ZYWYNFIJKZ
XN7L/view.html

http://cdm.unfccc.int/Projects/Validation/DB/LGVJIU2E53XSWXX2LNGGKCHQ
0O8X4/view.html

http://cdm.unfccc.int/Projects/DB/DNV-CUK1261995233/view

http://cdm.unfccc.int/Projects/Validation/DB/UVJWONVVLZ82MSS6SB0AHF144
CML/view.html

http://cdm.unfccc.int/Projects/DB/DNV-CUK1244612185/view
http://cdm.unfccc.int/Projects/DB/TUEV-RHEIN1247 7048.0/view

http://cdm.unfccc.int/Projects/Validation/DB/MQIT\BERC525WAG3WX90YKNXL
AV2L/view.html

http://cdm.unfccc.int/Projects/Validation/DB/FO1RMANXBOLOOTIMJ1IOPNWS5SYT
WZMP/view.html

http://cdm.unfccc.int/Projects/Validation/DB/XM8DRBBCG44KYVSA7OLLVMO06
OO0OHG/view.html

http://cdm.unfccc.int/Projects/Validation/DB/DOXZEANQUBQYV2C7U6RAQAT3
M8F8/view.html

Gold Standard websit&ansu Anxi Wind Farm Project is under the assistamic
carbon finance (GS-VER)

https://gsl.apx.com/mymodule/ProjectDoc/EditPrdpext.asp?id1=554
The price of material and salaries of the employ@egradually increasing in China:
China IC network, the raw material price increasoigted 25 January 2008:
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http://www.ic37.com/htm news/2008-1/15834 66520.htm

Finance network, the salary increase of Chineselym®g, dated 28 March 2008:
http://financel.jrj.com.cn/news/2008-03-28/000003A85 . html

153/ Economic reform in electricity sector in year 2002:

State Council, Notice of electricity industrial oefn Guofa[2002] No.5, dated 10
February 2010:

http://www.chinabaike.com/law/zy/xz/gwy/1333796.htm

Electricity Information Net, Summary of the elecity industrial reform, dated April
2002:

http://www.chinarein.com/jcdd/zhuanjiatan/indexinht

Main changes between the PDD published for the & dtakeholder commenting period

and the final PDD submitted for registration:

1. Approved methodology ACMO0002, “Consolidated metHody for grid-connected
electricity generation from renewable sources” wgpslated to version 12.1.0 of 26
November 2010.

2. Updated the project activity crediting period stdate as 1 July 2011 in stead of 1 January
2011.

3. Issues addressing the CARs and the CLs raisedsimgport.

After reviewing the revised PDD, DNV issued thisdi validation report and opinion.

3.2 Follow-up interviews with project stakeholders

Since the project was permitted to start constoncttn 28 November 2009 /8/, and the
construction period is 2 years according to the .FSRe proposed project was still under
basement construction stage at the commencemeyatlidation, and there would have been
only few issues that could have been verified thhoa physical site visit in August 2010.
According to the FSR /2/ and EIA /3/, no resettlatm# villagers was involved in this project
and there are no negative comments from local donBlab stakeholders. This is also
confirmed during the interview with the project avn Meanwhile, the PDD and other
additional background documents, like FSR /2/, EB3BAand wind turbine purchase contract
7/, relating to the project design are effectivetlus project, no further issues can be assessed
through on site visit. Hence, DNV can justify tlaphysical site visit for this project was not
arranged during the validation process.

The follow-up interview was held on 17 August 204 Gong Zheng and Zhang Lei from
DNV in the DNV Beijing Office. Representatives dfet project owner, Longyuan (Jiuquan)
Wind Power Co., Ltd. /54/, and the project consultd.ongyuan (Beijing) Carbon Asset
Management Technology Co., Ltd. /55/ were intengdvio resolve issues identified during
the desk review.

Date Name Organization Topic

/54/ 2010-8-17  ZhouJide  Longyuan > Information of project

Jiuguan) Wind construction _
I(Dovyer C)o Ltd. ~ The development of wind power

project in Gansu Province
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(Project Owner) » The approval status (incl. EIA
approval, the feasibility study
report approval, CDM project
approval)

» Project management
» Emission reduction monitoring
plan
» Consulting process for
stakeholder’'s comments
» Investment risks and barriers
/55/ 2010-8-17 Li Gang Longyuan > Baseline determination of the
(Beijing) > Rr;%ﬁg;bility of selected
Carbon  Asset™ | ot 0dology ACM0O002
Management 5. |sgyes related to the additionality
Technology Co., » Common practice analysis
Ltd. (Project » Emission reductions calculation
Consultant) > Emission reduction monitoring

plan and project management

3.3 Resolution of outstanding issues

The objective of this phase of the validation wasrdsolve any outstanding issues which
needed to be clarified prior to DNV’s positive cargion on the project design. In order to
ensure transparency a validation protocol was auised for the project. The protocol shows
in a transparent manner the criteria (requirementspans of verification and the results from
validating the identified criteria. The validatipnotocol serves the following purposes:

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

The validation protocol consists of four tables.eTtifferent columns in these tables are
described in the figure below. The completed vaiafa protocol for the project activity
“Gansu Guazhou Beidagiao Wind Power Project” inn@hs enclosed in Appendix A to this
report.

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

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

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

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

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

Reguirement Reference Conclusion

The requirements thepGives reference to the legislatigrThis is either acceptable based on evide

project must meet. or agreement where theprovided QOK) or a corrective action request
requirement is found. (CAR) if a requirement is not met.

nce

Validation Protocol Table 2: Requirement Checklist

to the proposed CDM
project activity under
validation.

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

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

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

Corrective action and/
or clarification
requests

Ref. to checklist question
in table 2

Response by project
participants

Validation conclusion

TheCARs and/ orCLs
raised in Table 2 are
repeated here

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

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

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

Validation Protocol Table 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

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

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

Figure 1 Validation protocol tables
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3.4 Internal quality control

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

3.5 Validation team

Type of involvement
g £ 3
Q o
2 1= 19
; [ c (] Q
2 |12 | |8 |=|§
3|3 | |2 |80
x |> o |3 | £
] ) o o [8) !
_ o) = Q > o | <
Role Last Name | First Name | Country o |l x o |- |F
Technical team | Gong Zheng China VIV vV
leader
(CDM validator)
CDM validator Tang Zhiang China v v 4
with sectoral
experience
GHG Auditor Zhang Lei China v v |V
Technical Wong Simon Yon | Malaysia v |V
reviewer Sing

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

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

The final validation findings relate to the projetEsign as documented and described in the
PDD, version 2.0 dated 9 September 2010.

4.1 Participation requirements

The project participants are Longyuan (Jiuguan) dVPower Co., Ltd. of China and
Electrabel NV/SA of the Netherlands. The host Pg@hina) and the Annex | Party
(Netherlands) meet all relevant participation regmients /23/ /24/.

A letter of approval (LoA) /23/ was issued by DNA®hina on 19 April 2011, authorizing
Longyuan (Jiuquan) Wind Power Catd. as project participant and confirming that the
project assists in achieving sustainable develop2&nh

A letter of approval (LoA) was issued by DNA of tidetherlands on 2 March 2011,
authorizing Electrabel NV/SA as project participantd confirming that the project assists in
achieving sustainable development/24/.

DNV has received the LoAs directly from the projgetrticipants issued by the DNAs of
China and the Netherlands on 19 April 2011 /23/&hdiarch 2011 /24/, respectively. During
the validation, by checking the website link frorhikse DNA /23/ and the e-mail involving
the LoA delivery from the DNA of the Netherlandg//2DNV confirmed the authenticity of
the LoAs provided by the project participants andsiders that the LoAs comply with the
paragraphs 45-48 of the CDM Validation and Vertiiwa Manual /25/.

The validation did not reveal any information thatdlicates the project can be seen as a
diversion of official development assistance (OO®)ding towards China according to the
FSR approval /2/.

4.2 Project design

The project involves installation and operation1®4 wind turbines in Guazhou County,
Jiuguan city, Gansu province of China.

The installed capacity of each unit is 1 500 kWjstltonstituting a total generation capacity
of 201 MW. The wind turbines will be manufactured®inovel Wind Group Co., Ltd, which
is a domestic company in China and the technolagy een widely applied in China /7/,
hence the project is supporting the growth of Céenevind turbine manufacturing market.
DNV was able to confirm that the project designieegring reflects current good practice in
China.

The expected net supplied power to the grid is 28 MWh per year, i.e. a plant load factor
of 27.31%, based on the feasibility study repo&RJ, which was prepared by HydroChina
XiBei Engineering Corporation in December 2008 amgproved by National Development
and Reform Commission on 13 May 2009 /2/. The tlation of wind speed has been taken
into consideration and based on that conservatisaraptions have been made regarding the
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annual electricity generation. DNV was able to fyethe mentioned values derived from the
FSR /2].

The project’s electricity generation will be delied to the Gansu Grid, which belongs to the
Northwest China Power Grid, under the approvalletecity connection of Gansu Guazhou
Beidagiao Wind Power Project /17/. The Northwesin@HPower Grid is dominated by coal-
fired power plants, and thus greenhouse gas (GH®&sions are expected to be reduced. The
Gansu Guazhou Beidagiao Wind Power Project angbhigsical connected Northwest China
Power Grid are clearly defined as project boundafyThe project’s system boundary is in
line with the delineation of the grid boundarieguiated by DNA of China /32/.

The issuance date of the turbine basement constnucontract between Jingyuan County
Third Construction Company and Gansu Province fo@onstruction Group Co., Ltd. and
Longyuan (Jiuquan) Wind Power Co., Ltd. for Gansuaghou Beidagiao Wind Power
Project was 6 November 2009 /6/ which is earli@ntnd the turbine purchase contract /7/
and the construction permission /8/. Thus, theimgrtbasement construction contract for
Gansu Guazhou Beidagiao Wind Power Project (6 Ntnezra009) is defined as the project’s
starting date. The expected operational lifetimehef project activity is 20 years as per the
wind turbines purchase contract /7/. A renewabégliting period of 7 years has been chosen
for the project, starting from 1 July 2011. The ssion reductions are estimated to be
446 721 tCQe per year and total 3 127 047 t@Qver the first seven-year crediting period
/1].

DNV considers the project description of the promantained in the PDD to be complete and
accurate. The PDD complies with the relevant foamd guidance for completing the PDD.

4.3 Application of selected baseline and monitoring mébdology

The project applies the approved consolidated besehnd monitoring methodology
ACMO0002 version 12.1.0, titled “Consolidated baselimethodology for grid-connected
electricity generation from renewable source”.

The applicability of this methodology is justifisthce:

1. The project is a wind farm project with the insa#ibn capacity of 201 MW, which
has been confirmed from the FSR /2/ and the turpineurement contract /7/.

2. The electricity from the project activity is progasto be supplied to the Northwest
China Power Grid (NWPG) /17/, and information oa tharacteristics of NWPG can
be clearly identified.

3. The project is a new wind farm power plant witratatombined capacity of 201 MW,
not involved switching from fossil fuels to renevalenergy sources at the site of the
project activity, as confirmed by the FSR /2/ alnel interview.

The assessment of the project's compliance with applicability criteria of ACM0002
version 12.1.0 are documented in detail in seddidhof Table 2 in the validation protocol in
Appendix A to this report.

4.4 Project boundary
The spatial extent of the project boundary is dfias the site of the project and all power
plants connected physically to the Northwest Clitoaver Grid (NWPG), including Qinghai,
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Gansu, Shaanxi, Ningxia Hui Autonomous Region angiahg Uygur Autonomous Region
/32/. There are no significant transmission comssaamongst the power plants of the
Northwest China Power Grid, nor with the proposegjget. It is in DNV’s opinion that the
project boundary of Gansu Guazhou Beidagiao WinglePdroject is clearly defined.

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

GHGs involved | Description

Baseline emissions GO Main emission source in Northwest China
Power Grid.
Project emissions N/A Project emission is regardedzero as

the project is a renewable energy (wind
source) project and no backup power
existed at the project site.

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

Leakage N/A There are no leakages that need tp be
considered in applying this methodology
ACMO0002 version 12.1.0 /26/.

The identified boundary and selected sources asdsgare justified for the project activity.
The validation of the project activity did not rev@ther greenhouse gas emissions occurring
within the proposed CDM project activity boundary aresult of the implementation of the
proposed project activity which are expected totgute more than 1% of the overall
expected average annual emission reduction, whienat addressed BYCM0002 (version
12.1.0.

4.5 Baseline determination
According to the applied methodology ACM0002 vensi®.1.0 /26/, the baseline scenario is:

“Electricity delivered to the grid by the projecttiaty would have otherwise been generated
by the operation of grid-connected power plants doydthe addition of new generation
sources, as reflected in the combined margin (CMgudations described in the “Tool to
calculate the emission factor for an electricitgteyn.

Hence the baseline for the proposed project isigimv of equivalent amount of annual
power output by the NWPG where the proposed prdagatonnected into, which is the
continued operation of the existing power plantd #re addition of new generation sources
on the NWPG to meet the electricity demand.

According to ACM0002 version 12.1.0 /26/, basekmaissions are equal to power generated
by the project that delivered to the Northwest @hrower Grid, multiplied by the baseline
grid emission factor. The grid emission factor hasn determinedx-antebased on the most
recent information available at the time when tBRvas web-hosted and has been fixed for
the entire first crediting period /26/. This isleeted in the combined margin (CM) - the
weighted average of the operating margin (OM) eimis§actor and the build margin (BM)
emission factor. The weighting is set to be 75% 2&fb respectively /27/.
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The approved baseline methodology has been corrapglied to identify a complete list of
realistic and credible baseline scenarios, anddinetified baseline scenario most reasonably
represents what would occur in the absence ofrihygoged CDM project activity.

All the assumption and data used by the projectigy@ants are listed in the PDD and/or
supporting documents. All documents relevant famldshing the baseline scenario are
correctly quoted and interpreted in the PDD. Asstimmg and data used in the identification
of the baseline scenario are justified appropratlpported by evidence and can be deemed
reasonable. Relevant national and/or sectoral ipsliand circumstances are considered and
listed in the PDD.

4.6 Additionality

The additionality of the project has been establishsing the Tool for the demonstration
and assessment of additionadlityersion 05.2 approved by the CDM EB /28/.

Evidence for prior CDM consideration and continuousactions to secure CDM status

The turbine basement construction contract betwestgyuan (Jiuquan) Wind Power Co.,
Ltd. and Jingyuan County Third Construction Compagryd Gansu Province fourth
Construction Group Co., Ltd. was signed on 6 NowemB009 /6/, which is the first
significant financial commitment for this proje@he wind turbine purchase contract between
Longyuan (Jiuguan) Wind Power Co., Ltd. and Sind¥éhd Group Co., Ltd was signed on
28 December 2009 /7/. The construction permissian igsued by Gansu Province Electric
Power Engineering Consulting Supervision Bright,Cad. on 28 November 2009 /8/. Thus,
6 November 2009 was justified as the starting détihe project activity. This is in DNV’s
opinion correctly considered as the earliest oarficial commitments to expenditure for the
project activity.

The FSR was prepared by HydroChina XiBei Enginge@orporation in December 2008 /2/
and then was approved by National Development afdrBd Commission on 13 May 2009

12/. In the FSR, the project owner was suggestemnsider CDM benefit /2/ because the IRR
of the project was lower than the industry (windveo plant) benchmark of 8% and hence
financially unattractive /1/ /2/. The project owndentified CDM as a mean to overcome the
investment barriers to proceed with the projectexddenced in the bord meeting minutes of
Longyuan (Jiuguan) Wind Power Co., Ltd. on 12 JRA69 /9/. The project owner signed

emission reduction purchase agreement with thetfaleel NV/SA on 16 December 2010

/118l.

Gansu Guazhou Beidagiao Wind Power Project is dynbuilt wind power project /2/ and
the starting date of the project activity (6 NovenBO009) is after 2 August 2008. The project
owner sent the CDM prior consideration Form to UNIECon 24 March 2010 /20/ which is
within 6 months of the project starting date i.&lévember 2009. Then the commencement
notification letter for Gansu Guazhou Beidagiao Whower Project was sent to the DNA of
China on 2 March 2010 /21/. CDM was therefore smsilp considered in the decision to
proceed with the project activity.

The project participants started the global stalddraconsultation (8 April 2010) six months
after the starting date of the project activity K®vember 2009). DNV considers that
sufficient actions have been taken to secure CDMustin parallel with the physical
implementation of the project..
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It is DNV’s opinion that the proposed CDM projectigity complies with the requirements
of the latest version of the guidance on prior abgration of CDM.

4.6.1 ldentification of alternatives to the project activty
Four alternatives to the project have been idextifind discussed:

a) The proposed project undertaken without beiggstered as a CDM project activity

b) The thermal power plant with the same annuaitebtity output as the proposed project.

c) A power plant using other source of renewablergy with the same annual electricity
output as the proposed project.

d) Provision an equivalent amount of annual powgpuat by Northwest Power Grid.
DNV considers the list of realistic and credibleeatatives to be complete.

The baseline scenario selection was appropriagsgssed as below:

Alternative a) The proposed project itself, but notertaken as a CDM project activity: this
is a realistic and credible alternative availabléhie project owner.

Alternative b) Construction of a coal-fired powdamqt with equivalent installed capacity or
annual electricity generation: this is not consisteiith the regulation Notice on Strictly
Prohibiting the Installation of Fuel-fired Generatowith the Capacity of 135 MW or below
/34/. In order to provide the same output as tlep@sed project, the proposed project using
fossil fuel fired would need to an installed capadf 77.16 MW /37/ /38/. Therefore, this
alternative, though realistic and credible, hasnbexecluded from further discussion. It also
has been observed by DNV that the non-complianaheinandatory laws and regulations
related to the implementation of fossil fuel powtants is not a common practice in China.

Alternative c) Construction of a power plant usioiiper renewable energy, such as hydro,
solar PV and biomass power plant with equivalestalted capacity or annual electricity

generation: In China, solar PV, biomass and gepthkegeneration technology is still in the

demonstration phase and can bring only poor ecantemefits, which can not be operated
without support from the national policies /22/.fSa Guazhou Beidagiao Wind Power

Project is located in desert area according td-®ie /2/. And the proposed project area lacks
water resource /2/ /3/. Thus, DNV was able to yedther renewable energy sources are
either not available in the geographical area efgtioject or are not commercially available at
present. The alternative c) is thus not a liketgralative.

Hence, only alternative a) and d) will be discussedext steps.
4.6.2 Investment analysis

Choice of approach

As the proposed project generates financial anthao@ benefits other than CDM related
income through the sales of electricity and thera#tive to the project does not involve an
investment, a benchmark analysis is justified forducting the investment analysis.

Investment analysis: Benchmark selection

According to thelnterim Rules on Economic Assessment of ElectEcajineering Retrofit
Projects/35/, in China an IRR of 8% (after tax) for the total @stment of a project is
regarded as a benchmark for investing in wind fprajects. The benchmark of 8% (after tax)
is therefore appropriate for this project.

DNV was able to confirm this is suitable and readna as following:
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1. This benchmark was determined by the nationalimidtration of this industry in China
/35/;

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

3. ThisInterim Rules on Economic Assessment of Electirajineering Retrofit Projects
135/ is referred to the risk premiums of largelsegnd farm power project.

Input parameters

A FSR in China is required to be developed by dified third party, like HydroChina XiBei
Engineering Corporation, accredited for this taskeally by Chinese government. An
approval letter of the FSR is issued by Chineseegouent only after it passes the public
assessment of the sector experts designated byotlenment. It is in DNV’s opinion that
FSR can be regarded as an accurate and trustweotirge of information coming from a
recognized entity once it has the approval letinfthe government.

The input parameters used in the financial analysihis project activity are all taken from

the FSR developed by the HydroChina XiBei EngimegCorporation in December 2008 /2/
and the approval letter was issued by the Natibmealelopment and Reform Commission on
13 May 2009 /2/, which can thus be considered mé&dion provided by an independent and
recognized source.

DNV compared the input parameters for the finanai@lysis /4/ included in the PDD /1/
with parameters stated in the FSR /2/ and was @btonfirm that the values applied are
consistent with the value stated in the FSR /2/.

The FSR was approved on 13 May 2009 /2/ and thlys@months prior to the decision to
proceed with the project activity (i.e. projectrstdate) which was on 6 November 2009 /7/.
Given this relative short period of time betweemrapal of the FSR and the decision to
proceed with the project activity, it is unlikelp the context of the project that the input
values would have materially changed and that thiss reasonable to assume that the FSR
has been the basis of the decision to proceedthdtimvestment in the project.

Furthermore, the input parameters used in the éiahanalysis were compared with the data
reported for other applying for registration andiseered CDM projects developed in Gansu
Province and validated by DNV, by comparing theestment costs, and O&M costs as
indicated in Table 1.

Table 1:Comparison of financial indicators between wind poyrojects in Gansu Province

Total Total Total Annual | Other

Installed investment investment | investment | O&M/ cost
Project capacity (Million RMB/kWh per MW Investm | (RMB/k | Status

(MW) RMB) (RMB/kWh) | (Million ent W)

RMB/MW)
gECIC CH:](C Applying for
W"?‘”S“ angma 501 1620.92 3.752 8.064 3.76% - | registration of
ind Power
. CDM

project
Gansu Datang Registered ag
Changma Wind 201 1923.72 4.201 9.571 2.29% 25| a CDM
Power Project project
Gansu Guazhou Registered ag
300 MW Wind 300 2 377.86 3.545 7.926 3.00% 40| a CDM
Power Project project
Gansu Guazhou Registered ag
Ganhekou 199.5 1957.02 4.425 9.810 2.57% “la CDM
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Fourth Wind project
Farm Power
Generation
Project
Gansu Guazhou .
Applying for
Ganhekou No.3| 201 1908.851 4.415 9.497 2.6% - repg;i?t/ra%on of
Wind Power CDM
Plant Project
g:ﬂﬁ:k((;) ﬂaNzg%u Registered as
- 201 1 955.95 4.413 9.731 2.349 -l a CDM
Wind Farm project
Project
Gansu Guazhou Registered as
GanhekouNo 1| 1995 | 1910.4770 4.409 9.576 2.50 |a CDM
Wind Farm .
. project
Project
Gansu Guazhou Applying for
Qiaowan Wind 201 1942.04 4.457 9.662 1.749 - | registration of
Farm Project CDM
Huadian Gansu
Guazhou Registered ag
Ganhekou No. 7 201 1954.11 4.270 9.722 2.649 25| a CDM
Wind Farm project
Project
Guaghoy Applying _for
Ganhekou No.2 199.5 1983.2 4.512 9.941 2.359 - Eeg:\jtratlon of
Wind Farm
Gansu Datang Registered ag
49.3 455.699 4.396 9.243 2.8% 25| a CDM
Yumen 49 MW, .
project
Gansu Yumen B
Sanshilijingzi . Registered as
Wind Power 49.3 435.250 4.402 8.828 2.1% 25| a CDM
. project
Project
2{?}(’:‘ [; T;Lé . Registered ag
49.5MW Wind 49.5 463.61 3.95 11.709 2.52 35|a CDM
; project
Power project
Gansu Bayin
Pingchuan
Jiancaitang Registered ag
45MW Wind 45 425.03 4.279 10.97 2.6% 40| a CDM
Farm project
Concession
Project
Gansu Yumen Registered ag
Diwopu Wind 49.5 452.12 4.241 9.134 2.079 25| a CDM
Power Project project
Gansu Jingtai Registered ag
45MW Wind 45 397.99 4.726 8.844 2.249 25| a CDM
Power Project project
SWSSUY;I’E(ZZ Registered ag
- 49.5 426.71 3.750 8.620 3.189 35| a CDM
Il Wind Power .
Project project
Gansu Guazhou Registered ag
Daliangxi Wind 49.5 462.42 4.016 9.342 2.269 - |a CDM
Power Project project
Gansu Guazhou Registered ag
Xiangyang 49.5 452.54 4.058 9.122 2.369 30| a CDM
Phase Il Wind project
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Power Project

Gansu Tianrun

Liuyuan 1st Registered ag
Stage 49.5MW 49.5 477.81 4.083 9.653 3.87% 20| a CDM
Wind Park project

Project

The proposed 201 1913.1476 3.98 9.518 2.83% 30

project

(1) Total Static Investment:

The comparison of investment cost per kWh and pér between the proposed project and
the registered CDM projects in Gansu Provincesiedl above in Table 1. It can be seen from
Table 1 that the investment cost per kWh of 3.98BR&Md the investment cost per MW of

9.518 million RMB falls within the range of the ethprojects. The range of investment cost
per kWh was 3.545 to 4.726 RMB/kWh and the rangewdstment costs per MW was found

to be 7.926 to 11.709 million RMB/MW.

The investment costs were further cross checkethstgeeal costs. DNV has checked the
actual contract cost for the wind turbines purchese the actual cost for the construction in
the contracts, the total amount of the wind turlmoechasing price, wind turbines’ foundation

construction price, wind turbines installation priand the tower purchasing price constitute
80.87% of the static total investment, the actwaitiact is 1.07% higher than the amount in
the FSR /6/ /7/. Hence the use of budgeted invadtio@sts is conservative. DNV was thus

able to confirm that the investment cost appliedhe financial analysis is deemed to be
appropriate and conservative.

(2) Annual Operation and Maintenance Cost:

The assumed operation and maintenance cost is faenthe FSR /2/, which is designed
based on th&conomic Evaluation Code and Parameter for ConstoncProject/33/. The
O&M costs for wind power projects may vary by diteation, conditions for transportation,
applied technology and number of turbines.

As shown in the Table 1 above, the proposed préyetih annual operation and maintenance
cost 2.83%) is deemed to be in the range of peagendf O&M costs relative to investment
costs for similar wind power projects (with the ganfrom 1.74% - 3.87%) located in the
same region in Gansu Province, and this enables BiNWonfirm that the O&M cost is
reasonable.

(3) Other cost

The term other cost refers to additional productpenses, administrative expenses and
operating expenses, except depreciation, maintepamurance, material, salary and welfare.
This definition was derived from the documeBicbnomic Evaluation Code and Parameters
for Project Construction Projett/33/ which was considered as the financing assessment
basis and source for preparing FSR. DNV can confiten“other cost” identified in the FSR

is appropriate and it is in line with the relevamegulation for designing FSR in China.
Comparing the “other cost” of the proposed projetth already registered projects of a
similar scale in China, DNV has checked and fourad the “other cost” (30 RMB/kW) of the
proposed project used in the investment analysistisn the range of the “other cost” (25~40
RMB/kW) for the registered CDM projects.

Furthermore, it should be noted that even if otwst were assumed to be zero, the project
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IRR without CER revenue would be 6.65%, which it lstwer than the benchmark of 8%. It
indicates that the “other cost” has little impanttbe IRR calculation.

(4) Annual Power Generation:

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

According to the FSR /2/, the annual output ismested based on the long term weather
statistic data (30 years) provided by local metlgical station. For estimating the real
condition of the wind resources of the project,dite engineering company needs to collect
one year wind speed dataset from an anemometer tos®lled at the project site. The
professional software WAsP was used to select ittte wind source area, and then using
software WindFarmer to optimize the location ofteairbine for maximize power generation
12/. The yearly data was then processed in prafeabisoftware to calculate the annual
theoretical power generation, from which the anmffdctive power generation was obtained
through discount by considering factors such asdairsity, trailing stream, wind turbine
efficiency etc. Subsequently, the plant load factiothe proposed project is determined. It is
DNV’s opinion that the determination of plant loddctor follows the local standard
requirements and conservative.

(5) Power Tariff:

The tariff of 0.5206 RMB/kWh (Incl. VAT) used in wvestment analysis for the proposed
project, which was estimated in the FSR developme®écember 2008 /2/. As show in the
following table 2,

Table 2: The tariffs for wind power in Gansu Praerafter Year 2002: /46/

No Project Installed capacity Tariff in PDD .
(MW) (RMB/kWh)
1 CECIC HKC Gansu Changma Wind 201 0.5206
Power project
2 Gansu Datang Changma Wind Power 201 0.563
Project(Ref N0.3512)
3 Gansu Guazhou 300 MW Wind Power 300 0.54
Project
4 Gansu Guazhou Ganhekou Fourth 199.5 0.5206
Wind Farm Power Generation Projec¢t
Gansu Guazhou Ganhekou No.3 Wind 201 0.54
5 .
Power Plant Project
6 Gansu Guazhou Ganhekou No.8 Wind 201 0.5206
Farm Project
Gansu Guazhou Ganhekou No 1 Wind 199.5 0.5206
7 Farm Project
8 Gansu Guazhou Qiaowan Wind Farm 201 0.5206
Project
Huadian Gansu Guazhou Ganhekol 201 0.561
9 No. 7 Wind Farm Project( Ref.No.
3241)
10 Huaneng Gansu Guazhou Ganhekqu 199.5 0.5206
No.2 Wind Farm
11 Gansu Datang Yumen 49MW Wind 49.3 0.54
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Power Project
12 Gansu Yumen Sanshilijingzi Wind 49.3 0.5599
Power Project
13 CGN Gansu Anxi Daliang 49.5MW 49.5 0.518
14 Gansu Anxi Xiangyang Wind Powe 49.5 0.506
Project
Gansu Bayin Pingchuan Jiancaitang 45 0.54
15 45MW Wind Farm Concession
Project
16 Gansu Yumen D_iwopu Wind Power] 49.5 0.54
Project
17 Gansu Jingtai 45MW Wind Power 45 0.54
Project
Gansu Guazhou Daliangxi Wind 49.5 0.54
18 :
Power Project
19 Gansu Yumen Diwopu Phase Il Wing 49.5 0.54
Power Project
20 Gansu Guazhou Xiangyang Phase || 49.5 0.54
Wind Power Project
The proposed project 201 0.5206

The present project in Gansu province is havingraléring of tariff. The resulting tariff is
0.5206 RMB/kWh (incl. VAT) and no better tariff cle achieved by the project owner.

The tariff of 0.54 RMB/kWh (incl. VAT) has been aked by DNV to be the guiding tariff
issued by NDRC in 2009 /46/ .

Nevertheless, even by increasing the tariff togiieling tariff of 0.54 RMB/kWh (incl. VAT)
of the latest available tariff, the IRR is 6.70% atill below the benchmark of 8%.

In China, the electric power system reform /53/ waplemented by the State Council in
2002 which led to a diversification in the ownepshf power generation and the tariff reform.
After the reform, power companies and grid companiere separated to be more market
oriented.

CDM Executive Board issued the “Information notetbe highest tariff applied by the EB in
its decision on registration of projects in the plets Republic of China” in EB 54 Para 53,
which states that the highest tariff for wind powmoject in Gansu Province is 0.585
RMB/kWh (incl. VAT) /30/. This tariff may refer tGansu Jieyuan Yumen wind Farm Phase
I. However, the detailed information on the taofi this project is not public available, but
the website link from Yumen City Science and Tedbgy Division indicated that Gansu
Yumen Jieyuan wind Farm project Phase | begannstoact in 1997 and partly (phase 1) put
into operation since March 2001, i.e. before tleeteicity reform. By using this highest tariff
in Gansu Province, the IRR of Gansu Guazhou Be#ay/ind Power Project is still lower
than the benchmark of 8%. Hence, it is DNV’s opinibat the tariff implemented in the PDD
is reasonable.

(6) Taxes:

The taxes and depreciation rate applied in theeptdjnancial assessment are shown in the
following table:

Table 3 Tax Rates involved in the project

Value added tax (VAT) 17%
Income tax 25%
Rate of residual value 5%
Depreciation period (years) 15

Page 21




DET NORSKE VERITAS i g
Report No: 2010-1197, rev. 01

VALIDATION REPORT DNV
Education tax (of the VAT) 3%
City maintanence and 5%

construction tax (of the VAT)

(a)VAT for equipment

17% VAT is paid as usual for purchased goods. Adiogrto Provisional regulations of the
people's republic of China on value added tax fidtate Council issued on 10 November
2008 and implemented from 1 January 2009 /48/ethepment VAT can be credited over
the operation period against the tariff VAT untietVAT from the equipment VAT is fully
recovered. For this project, this happens in theyéar of operation.

(b) VAT on tariff

The VAT rate on the tariff of 17% applied to thedncial analysis is substantiated by the
following argruments.

On 13 December 1993, th€rovisional Regulation of Value-added Tax in CHifldo.134
[1993]) was issued and became effective on 1 Jgrl@84 /42/. In this Regulation (No.134
[1993]) /42/, the VAT occurred on the sales of gleity was stipulated to be 17%.

On 1 December 2001, thé&btice of the Ministry of Finance and the State Adstration of
Taxation about policies regarding the value addeaxk ton products made through
comprehensive utilization of resources and othedpcts (No. 198 [2001]) /47/ was issued
and become effective on 1 January 2002 /47/. Asdtia this notice (No.198 [2001]) /47/,
the payable value added tax should be half leviedséles of electricity generated from the
wind power. Based on the documents introduced ghibeeVAT rate involved in some wind
power projects with the commission dates after 26@5%, i.e. half of 17%.

However, on 9 December 2008, thbldtice of the Ministry of Finance and the State
Administration of Taxation about policies regarditite value added tax on comprehensive
utilization of resources and other produc(blo.156 [2008]) /49/ was issued. As stipulated i
this notice (No.156 [2008]) /49/, VAT refund halban levy shall be applicable for selling the
electricity generation from wind power etc. Theuledgion entered into force on 1 January
2009 and the former regulation /47/ was repealedisaneously.

Based on the document introduced aboved, the VAT adopted by the proposed project is
17%. Half of the VAT incurred by the electricityles has been annually recovered from the
7th year to 21st year after the equipment VAT Iy frecovered.

The income tax rate (25%) is derived from the F®&Rich is in line withthe Law of the
People’s Republic of China on Enterprise Income /A&x.

The rate of residual value (5%) is derived from #@®R and is recovered at the end of
operation period in the project IRR calculation esusheet /4/. According to the
Implementation Rules of the Enterprise Income Taax M5/, the net residual value of a fixed
asset shall be reasonably determined by an erdgeraccording to the nature and condition of
the fixed asset. It may not be changed once detexdni

The depreciation period of 15 year is derived fiitv FSR and thus the depreciation rate per
year is 6.33%. According to theplementation Rules of the Enterprise Income Taax M5/,

an enterprise shall begin computing depreciatioraféixed asset in the month following the
month in which the asset is into service, and stedise computing depreciation for a fixed
asset in the month following in which the asset& us ceased. The minimum number of
years for computing depreciation of fixed assetsl@syears for the manufacturing and
business operations. Therefore, the depreciatiangef 15 years for the proposed project is
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in line with the thelmplementation Rules of the Enterprise Income Taw [45/ which is
acceptable.

The city maintenance and construction tax rat€4sob VAT and the additional education tax

is 3% of VAT which is derived fronCity Construction Tax and Additional Education Fee
Policy /41/, which is widely used in the design phaserofects and is also the actual tax rate
when plants are under operation.

According to the guidance of EB51 Annex 58, theeiiest payable should be taken into
account of the income tax calculation in cases w/iiee benchmark applied in the investment
analysis is post tax. As for the proposed projiet,IRR benchmark of 8% is post tax and the
interest tax payable has been verified to be irezlud the calculation of the income tax.

Therefore, DNV confirms that all the tax rates usethe financial analysis of the proposed
project are in line with the relevant regulatiomshe tax rates

In conclusion, based on our local and sectoral rigge and database of publicly available
information, DNV considers that the input valuesdig the financial analysis are reasonable
and are likely to adequately represent the econsituation of the project.

Calculation and conclusion

The IRR calculations over 20 years of operationewmgrovided in a spreadsheet /4/. The
calculations were verified and found to be cordegtDNV. The assumptions used in the
calculations were deemed to be correct by DNV. piogect IRR without CDM revenues is
6.28%, which confirms that the project in the aleseaf CDM benefits and compared to the
benchmark of 8% is not financially attractive. WGER revenues, the project IRR increases
to 9.39%, and this is above the benchmark /4/.

Sensitivity analysis

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

revenues or costs to check the robustness of nlaedial analysis. Reasonable variations of
the total static investment, annual operationats;asnd annual output delivered to the grid

and on-grid tariff were checked by calculating Waeiation necessary to reach the benchmark

and then discussing the likelihood for that to lEappNone of the parameters in the sensitivity
analysis are considered to have any significantipesorrelation.

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

Variation of the parameter indicator
Key I ndicators needed to reach benchmark 8%
Total static investment costs -15.55%
Annual O&M cost -53.6%
Electricity tariff 12.6%
Annual output delivered to the grid 12.6%
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1) Static investment costsDNV was able to confirm that 15.55% decrease ure$tment
costs is unlikely to happen, as 80.87% of the twtatstment of the proposed project goes
towards purchase and installation of electric eapgipts (wind turbines and turbine basement
construction contract) /6/ /7/. Compared to thénestions in the FSR, the real costs of wind
turbines procurement and installation are 1.07%entban the values in the FSR /2/, which
indicates that the actual investment cost could dedtrease. Therefore the static total
investment is not likely to decrease by more tha®3%.

2) Annual O&M cost: The annual O&M cost consists of maintenance custerial costs,
salary/welfare, insurance cost and other cost &3d the prices of materials and salaries of
the employees are gradually increasing in Chinaeent years /33/, which will lead to
gradual increase of annual O&M cost. Therefore attveual O&M cost decreases by 53.6% to
reach benchmark 8% will unlikely happen.

3) Electricity tariff: To reach the 8% benchmark, power tariff must ineeek2.6% to 0.5862
RMB/kWh, which is not likely to happen. Based oe tibove mentioned cross-checking, it
was confirmed that from year 2002 till now, the Hegt tariff has been found to be
consistently 0.563 RMB/kWh (refer to Table 2).

4) Annual output delivered to the grid: According to the FSR /2/, the annual output is
estimated based on the long term (30 years) weatsdistic data provided by local
meteorological station and one year wind resouroeasurement. Moreover, the trend of
annually average wind speed of the project sig¢able and trends to decrease over the recent
years. The power load factor is thus likely to flate only within a small range. Hence, it is
unlikely to increase on average by 12.6%.

The sensitive analysis above shows that very ustEafavourable circumstances would be
needed for the IRR to reach the benchmark.

In conclusion, the investment analysis and serityiti@ssessment have shown that Gansu
Guazhou Beidagiao Wind Power Project is unlikelyb® a financially attractive option
without the income from CERSs sales.

4.6.4 Common practice analysis

In China, most policies are promulgated in provah¢evel by combining the national policy
with the region’s condition. It is thus reasonalibeselect Gansu Province as scope for
common practice analysis. Furthermore, only thasgepts developed after 2002 are chosen
for the common practice analysis, since 2002 leeshold for economic reform in electricity
sector /53/. The comparing capacity is definedhaslarge projects which have installation
capacity larger than 15 MW. Project developer hespgrly considered the wind power
projects built after 2002 with installed capacitylass than 15 MW in Gansu Province. ..

Existing wind farms in Gansu Province establishredifyear 2002 to year 2009 (the capacity
of 100-300MW) as show in table 4 which are derifreain registration website from “China
Wind Farms Capacity Statistic in 2007”, UNFCCC ameb site of China DNA have been
considered for the analysis /36/. It is confirméattall these wind power projects have
applied for CDM projects or registered as CDM peigg50/. Thus, DNV was able to confirm
that the project is not common practice.

DNV was able to verify that some other wind powerj@cts developed at the similar scale
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since 2002 in Gansu Province /36/. Evidence pralidearly demonstrates there are 14 wind
power projects in the selected range have appledCDM projects /50/ except for one
project: Gansu Anxi Wind Farm Project. However, DMWés able to verify that Gansu Anxi
Wind Farm Project has also applied for carbon feeaGS-VER) /51/ and therefore the
project can not be considered comparable to thpgsexd project. Thus, it can be concluded
that the proposed project activity i.e. wind povweeojects without CDM revenues is not a
common practice in Gansu Province.

In conclusion, it is sufficiently demonstrated thiae¢ project is not a likely baseline scenario,
and that emission reductions resulting from thgeutcare additional.

4.7 Monitoring

The project applies the approved monitoring methagio ACMO0002 version 12.1.0,
“Consolidated baseline methodology for grid-connéctelectricity generation from
renewable source26/.

The monitoring plan is in accordance with the manirity methodology. The monitoring plan
will give opportunity for real measurements of a&sgd emission reductions.

Monitoring of sustainable development indicators@ required by the Chinese DNA /23/.
The environmental impacts are considered minor waitl be monitored by the local
environmental authority during the project lifetin®2.

The project monitoring plan is in compliance witietmonitoring methodology ACM0002
(version 12.1.0).

It is DNV’s opinion, that the project participargse able to implement the monitoring plan.

4.7.1 Parameters determined ex-ante

The combined margin emission factor is determimadante based on the most recent
information available; the detailed calculationstioé combined margin emission factor are
described in the following section 4.6.4. The pagters are listed in below table:

Data and Parameters Unit Value Source of data used
applied

Operating margin of NWPG (OM) tCGOMIWh 1.0246 China Electric
Power  Yearbook

Build Margin of NWPG (BM) tC@MWh 0.6433 2004-2008; China
— Energy Statistical
Emission factor of NWPG (CM) tCAMWh 0.9293 Yearbook, 20064

' 2008 /37/ 138.

4.7.2 Parameters monitored ex-post

The parameter monitoregk-postis the net electricity generation from the propopegject

activity. The net electricity generated from thejpct will be measured through two meters
which will be installed at the substation. The tmeters are bidirectional and the accuracy
degree of the metering equipments will be no l&ss t0.5S. The meters will be annually
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calibrated by a qualified third party accordingthe national and industrial regulations. The
on-grid electricity will be monitored continuousiynd recorded at least on a monthly basis.
This data will be cross verified against the sageeipt from the grid. Data will be archived
for 2 years following the end of the crediting perby means of electronic and paper backup.
The project owner will be responsible for the ollem@onitoring and reporting and will keep
all the data and material.

4.7.3 Management system and quality assurance
The project’s monitoring plan includes:

- A description of the responsibilities and authestfor project management;

- A description of the installation of metering equignt;

- Procedures for the calibration of metering equiptmen

- Monitoring of the net electricity delivered to tNerthwest China Power Grid;
- Data quality control and management;

- Training programme.

Detailed procedures have been elaborated in the $d2fon B.7.2. These will be maintained
and implemented to enable subsequent verificati@mission reductions.

4.8 Algorithms and/or formulae used to determine emissin reductions

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

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

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

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

The PDD version 1.0 was published on 7 July 20h@, the calculation of the grid emission
factor is the latest data which was available atctimmencement of validation. The data used
in the EF calculation is in accordance with datdahe China Electric Power Yearbook from
2004 to 2008 /37/ and the China Energy Statis¥earbook from 2006 to 2008 /38/ which is
confirmed by DNV.

The grid emission factor of the Northwest China Bowrid is determine@x-antefor the
first 7 years renewable crediting period followih@ool to calculate the emission factor for
an electricity systefn version 02 dated 16 October 2009 /27/, basedhenmost recent
information available at the time when the PDD wweeb-hosted on 7 July 2010. It has been
calculated as the weighted averageMw 0.75: wy = 0.25) of the operating margin and the
build margin as prescribed for wind power projdmtshe tool.

Operating Margin: Simple OM was chosen and this is justified sitieelow cost /must run
resources constitute less than 50% of total grideggion the method (18.8% in 2003,
19.92% in 2004, 25.36% in 2005, 24.71% in 2006 281d5% in 2007) /37].
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Aggregated generation and fuel consumption dataused due to the fact that more
disaggregated data are not available in the Nogh@aina Power Grid, the total electricity
delivered to the Northwest China Power Grid hasnbesed which are obtained from the
China Electric Power Yearbook from 2004 to 2008/./3Zountry specific data for net
calorific value of each type of fossil fuel are abed from the China Energy Statistical
Yearbook from 2006 to 2008 /38/ and the IPCC 206fwult values /31/ for the oxidation
factor and the emission factors of each type ddifdsel are deemed reasonable.

The OM is calculated to be 1.0246 t&ZKdWh. The sources and calculation has been verified
by DNV.

Build Margin: Build margin was determinecex-ante Because plant specific fuel
consumption and electricity generation data arepudtlicly available in China, the guidance
requested by DNV from the CDM Executive Board fordaviation of the baseline
methodology of AM0005 has been applied for caléoitedf the build margin (BM) emission
factor for this project /35/:

- Use of capacity additions from the years 2004 10728 chosen and reaches 21.26%
of the total installed capacity /37/ /5/.

- Use of weights estimated using installed capaaitypiace of annual electricity
generation. Thermal power plant accounts for 78.0f%he total installed capacity
additions in this period. Since specific data facke technology is not available, the
fraction of fuels (coal 98.14%; natural gas 0.0&#b;1.77%) was estimated from the
CO; intensity for the fuels used in Northwest ChinavBoGrid /37/.

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

Country specific net calorific value of each kintlfael from the China Energy Statistics
Yearbook in 2008 /38/, and IPCC 2006 default vali3d$ for emission factors of each kind
of fuel and carbon oxidization factor are used atculate the BM in the Northwest China
Power Grid. The official supporting documentati@s tbeen verified.

The BM is calculated as 0.6433 teg&ZMWh which was verified from the BM calculation
spreadsheet /5/.

The resulting combined margin emission factor 8203 tCQe/MWh is fixedex-antefor the
first crediting period. The annual electricity delied to the Northwest China Power Grid is
expected to be 480 708 MWh. The expected annualihasemissions of the project are 446
721 tCQe /1/.

The baseline emission estimate can be replicatéuy uhe data and parameter values
provided in the PDD and supporting files for vatida. No other project emission or leakage
sources contributing more than 1% and not mentidnethe methodology have been found.
The data sources mentioned have been verified by.DN

In summary, the GHG calculations are complete amadsparent, and the data accuracy has
been verified.

Based on the calculations and results presentdoeirsections above the implementation of
the project activity will result in an averagex-ante estimation of emission reduction
conservatively calculated to be 446 721 t€Qer year for the selected crediting period.
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All assumptions and data used by the project ppaints are listed in the PDD and/or
supporting documents, including their referencas sources. All documentation used by the
project participants as the basis for assumptiombs source of data is correctly quoted and
interpreted in the PDD. All values used in the P&xi@ considered reasonable in the context
of the proposed CDM project activity. The baselnethodology has been applied correctly
to calculate project emissions, baseline emissiteekage and emission reductions. All
estimates of the baseline, project and leakages@mis can be replicated using the data and
parameter values provided in the PDD.

4.9 Environmental impacts

An Environmental Impact Assessment (EIA) of thejgcb activity has been conducted by
Lanzhou University Research Center for Environme@uaality Assessment Center in April
2008 /3/ and the potential environmental impaatshsas waste water, noise and waste gas,
have been sufficiently identified. No significamv&onmental impacts are expected from the
project activity. Environmental Protection Admimeation of Gansu province approved the
EIA on 6 August 2008 /3/.

4.10 Comments by local stakeholders

Besides the stakeholder consultation process mdjuiny Chinese EIA regulations, an
additional stakeholder consultation process has pedormed. A public stakeholder meeting
and a stakeholder survey of local villagers anddezds in the area were held on 20
September 2009 to invite the comments from thel lilagers and residents near the project
area /11/. The project owner has sent and rece®@edopies of questionnaires /11/. The
project site is located at the waste desert ancethee few residents who live at near the
project site and are impacted by the project, Ardetare no farmlands and pastures but desert
around the project site according to the FSR /21 B /3/. DNV thus considers the 30
guestionnaires are reasonable to represent alldtaleeholders near the project site.

The survey showed that the proposed project redesupport from local stakeholders, which
was confirmed by verifying the questionnaires byADN1/.

DNV considers the local stakeholder consultatiomied out adequately.

4.11 Comments by Parties, stakeholders and NGOs

The PDD, version 1.0 dated 6 June 2010, was malkciyuavailable on the CDM website
and Parties, stakeholders and NGOs were through tG®M website
(http://cdm.unfccc.int/Projects/Validation/DB/B2I15@0QSFBAJWGWDJIBT7GUGT1TXVC/
view.html ) invited to provide comments during a 30 daysiqefrom 7 July 2010 to 5
August 2010. No comments were received in thisogeri
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Table 1 Mandatory requirements for Clean DevelopmenMechanism (CDM) project activities
Requirement Reference Conclusion

About Parties

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

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

3. The project shall have the written approval of wdury participation from the Kyoto Protocol CAR1
designated national authority of each Party invblve Art. 12.5a, OK

CDM Modalities and Procedures 840a

4. The project shall assist non-Annex | Parties ineghg sustainable developmentKyoto Protocol Art. 12.2, OK
and shall have obtained confirmation by the hoshty thereof. CDM Modalities and Procedures 8§840a

5. In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resuftDM Modalities and Procedures
in a diversion of official development assistannd & separate from and is not | Appendix B, § 2
counted towards the financial obligations of theadies.

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

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

8. The participating Annex | Party’s assigned amotallshave been calculated andCDM Modalities and Procedures §31b —CAR
recorded. OK

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

About additionality

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

CDM Validation Protocol — Report No. 2010-1197, r@¥. A-1
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Requirement Reference Conclusion

that would have occurred in the absence of thestexgid CDM project activity.

About forecast emission reductions and environmentampacts

11.The emission reductions shall be real, measuratnleyeve long-term benefits Kyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.

For large-scale projects only

12.Documentation on the analysis of the environmeniphcts of the project CDM Modalities and Procedures 837c OK
activity, including transboundary impacts, shalldodmitted, and, if those impacts
are considered significant by the project partiotpaor the Host Party, an
environmental impact assessment in accordancepnoitedures as required by the
Host Party shall be carried out.

About stakeholder involvement

13.Comments by local stakeholders shall be invitezjramary of these provided and€CDM Modalities and Procedures 837b OK
how due account was taken of any comments received.
14. Parties, stakeholders and UNFCCC accredited NG@lstsve been invited to | CDM Modalities and Procedures 840 OK

comment on the validation requirements for minin8®days, and the project
design document and comments have been made publailable.

Other

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

16. A baseline shall be established on a project-sipdudfsis, in a transparent manneCDM Modalities and Procedures 845c,d OK

and taking into account relevant national and/otaal policies and
circumstances.

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

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

CDM Validation Protocol — Report No. 2010-1197, r@¥. A-2
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Table 2 Requirements checklist

~ Draft
. Concl

Checklist Question Ref MoV Assessment by DNV

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

A.1.1  Does section A.1 of the PDD include a clearly idfeiile 11/ DR [X Clearly identifiable title of the project actiyit OK
project title, version number of the PDD and ddtthe X] Version number of the PDD is included
PDD? X] Date of the PDD is included.

A.1.2 Isthe PDD is in accordance with the applicableliregnents; /1/ DR [X Yes OK
for completing PDDs? If no, list where the PDD is not in accordance:

A.2  Description of the project activity (VVM para 58-64)
A.2.1  How was the design of the project assessed? /1 DRhat type is the project? OK
| ] Project in existing facility or utilizing existing
equipment(s)
] Project is either a large scale project or
a small scale project with emission
reductions exceeding 15 000 tg&per
year. In this case, a site visit must be
performed.
[] Project is a bundled small scale project,
with each project in the bundle with
emission reductions not exceeding 15,000
tCOse per year. In such case the number of
physical site visits may be based on
sampling, if the sampling size is
appropriately justified through statistical
analysis.
[ ] The project is an individual small scale

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1197, r@¥. A-3
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- Draft  Final
. Concl. | Concl.

Checklist Question Ref MoV Assessment by DNV

project activity with emission reductions
not exceeding 15 000 tGOper year. In
this case, DOE may not conduct a physical
site visit as appropriate.
X] Greenfield project
The proposed project is a greenfield project,
which was verified against the FSR and FSR
approval /2/.
[] Physical site inspection
X] Reviewing available designs and feasibility
studies
Since the project was permitted to start
construction on 28 November 2009 /8/, and ithe
construction period is 2 years. The construction
of wind turbines basements was completed. The
proposed project was still under construction at
the time of validation starting. There will be few
issues that could be verified during physical site
visit in August 2010. According to the FSR 2/
and EIA /3/ for this project, Gansu Guazhou
Beidagiao Wind Power Project is located |in
desert and no resettlement by the project activity.
This is also confirmed during the interview with
the project owner. Meanwhile, the PDD and other
additional background documents, like FSR /2/,
EIA /3/ and wind turbine purchase contract 7/,
relating to the project design are effective ors thi
project. Hence, DNV can justify that a physical
site visit for this project was not arranged during
the validation process.
The follow-up interview was held on 17 Augusit
2010 by Gong Zheng and Zhang Lei from DN\,

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1197, r@¥. A-4
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Checklist Question

Assessment by DNV

~Ref MoV

"in the DNV Beijing Office. Representatives of

the project owner, Longyuan (Jiuquan) Wind
Power Co., Ltd. /54/, and the project consultan

Longyuan (Beijing) Carbon Asset Management

Technology Co., Ltd. /55/ were interviewed to

resolve issues identified during the desk review.

A.2.2 If a greenfield project, describe the physical iempéntation | /1/ DR | The proposed project was still under construction OK
of the project when the validation was commenced. 18/ | at the time of validation starting.h& project
construction permission date is 28 November
2009. /8/ and construction period is 2 years. /2/
The construction of wind turbines basements
were completed at the time of interview with the
project owner.
A.2.3 If physical site visits were performed based onamg 11/ DR | Not applicable. OK
(only applicable for bundled small scale projeets;h with
emission reductions not exceeding 15 000CQer year),
justify the sampling through a statistical analysis
A.2.4 s the description of the proposed CDM projectdistias 11/ DR @ Yes. The description in the PDD covers all OK
contained in the PDD sufficiently covers all releva relevant elements, like the location, installed
elements, is accurate and that it provides theereaih a capacity and provides a clear understanding of
clear understanding of the nature of the propodesl C the nature of the proposed CDM project activity.
project activity?
A.2.5 Does the project activity involve alteration of giig 11/ DR | Gansu Guazhou Beidagiao Wind Power Project is OK
installations? If so, have the differences betwmenproject | /2/ | a new built project and there is no alternation
and post-project activity been clearly describethsnPDD? which was confirmed during the interview. It can
also be proved by the approved FSR /2/.
A.2.6  Does the project design engineering reflect curgeod 11/ DR All 134 turbines had been supplied by Sinovel OK
practices? | Wind Group Co., Ltd according to Wind
Turbines Purchase Contract /7/.
The used wind turbines have advantages on
utilizing wind resources and improving
efficiency. This kind of wind turbines have
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft = Final
. Concl. = Concl.
already widely used in China which reflects
current good practices.

A.2.7  Would the technology result in a significantly leett 11/ DR | The technologies employed in the proposed OK
performance than any commonly used technologi#sein 17/ | project activity are advanced domestic
host country? Is any transfer of technology from Annex- technologies. The manufacturer of the turbines is
| Party involved? Sinovel Wind Group Co., Ltd, which is a

domestic company and has been widely adopted

in China and there is no transfer of technology
from any Annex-I party involved.

Checklist Question Assessment by DNV

~Ref MoV

A.3 Participation requirements (VVM para 51-54, 123-
125)

A.3.1 Do all participating Parties fulfil the participati 11/ DR | The LoAs from the host party and Annex | dav CAR-1 OK
requirements as follows: not been provided.

China (host) The Netherlands
(Annex 1)
a) Party has ratified the Kyoto Protocd] Yes [ ] No [ ] Yes [ ] No
b) Party has designated a Designated National Aitghol<] Yes [ ] No [] Yes [] No
c) The assigned amount has been determiietl Yes [] No [] Yes [ ] No
A.3.2 Do the letters of approval meet the following requmients? 11/ DR The LoAs from the host party and Annex | haveCAR41  OK
. not been provided.
China (host) The Netherlands
(Annex 1)
a) LoA confirms that Party has ratified the Kyotm®col [ | Yes [ ] No [] Yes [] No
b) LoA confirms that participation is voluntaryt | Yes [ ] No (1 Yes [] No
c) The LoA confirms that the project contributesite [ ] Yes [ ] No NA
sustainable development of the host country?
d) The LoA refers to the precise project activitietin the [ ] Yes [] No [] Yes [] No
PDD
e) The LoA is unconditional with respect to (a(dd above [ ] Yes [] No (1 Yes [] No
f) The LoA is issued by the respective Party’s DNA] Yes [ ] No [] Yes [] No
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question

~Ref MoV

. Draft

Assessment by DNV

Final

Concl. Concl.

g) The LoA was received directly by the DNAor @ [ |DNA [ ] PP [ IDNA [ ] PP
h) In case of doubt regarding the authenticityhefletter of The LoAs from
approval, describe how it was verified that théeledf | host payty has not
approval is authenticyet provided.
A.3.3 Have all private/public project participants beetharized 11/ DR | The Longyuan (Jiuquan) Wind Power Co., Ltd. GARZ OK
by an involved Party? the project participant of Gansu Guazhou
Beidagiao Wind Power Project.
The LoA from the host party and Annex | have
not been provided.
A.4  Technical description of the project activity (VVM
para 58-64)
A.4.1 s the project’s location clearly defined? /1/ DR | Yes. The proposed project is located in GuazhouG2d OK
| County, Jiuguan City, Gansu province of China.
Its geographical coordinates are E96255
96°1815", N40°4025"-40°4440". Its average
altitude is 1380-1470 m.
As of the geographical coordinate of the project
is in a range, it needs to give the coordinate for
each wind turbine.
A.5 Public funding of the project activity
A.5.1 In case public funding from Parties included in Arn is 11/ DR | The investment of Gansu Guazhou Beidagiao OK
used for the project activity, have these Partiesided an | Wind Power Project is all from Longyuan
affirmation that such funding does not result uli\gersion of (Jiuguan) Wind Power Co., Ltd.. The fund is
official development assistance and is separate &od is composed of self capital of Gansu Guazhou
not counted towards the financial obligations afsé Beidagiao Wind Power Project and commercial
Parties? bank loan./15/
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

B Application of a baseline and monitoring methodoloy

~Ref MoV

B.1  Methodology applied (VVM para 65-76)
B.1.1  Does the project apply an approved methodologytlaad 11/ DR | Yes. The approved methodology ACM0002 OK
correct version thereof? 126/ “Consolidated baseline methodology for grid-
connected electricity generation from renewable
source” version 12.1.0 is applied for the proposed
project /26/.
B.1.2 If applicable, has any specific guidance providgdHe DR  Not applicable. OK
CDM EB in respect to the applied methodology been
considered?
B.2  Applicability of methodology (and tools) (VVM para
65-76)
Insert a row for each applicability criteria of trepplied
methodology (and tools)
B.2.1 How was it validated that project complies with the 11/ DR | Gansu Guazhou Beidagiao Wind Power Project is OK
following applicability criteria: The project actty is the 12/ | a new built project and there is no alternation
installation, capacity addition, retrofit or reptaeent of a which was confirmed during the interview. It can
power plant/unit of one of the following types: hggower also be proved by the approved FSR /2/.
plant/unit (either with a run-of-river reservoir an
accumulation reservoir), wind power plant/unit, teomal
power plant/unit, solar power plant/unit, wave powe
plant/unit or tidal power plant/unit?
B.2.2 How was it validated that project complies with the 11/ DR | Gansu Guazhou Beidagiao Wind Power Project is OK
following applicability criteria: Project activitsethat not 12/ the project that uses wind to generate electricity.
involve switching from fossil fuels to renewablecegy So there is no fossil fuel switch in this projdctt
sources at the site of the project activity, siimcthis case can also be verified by the project design in the
the baseline may be the continued use of fosdi fatethe approved FSR /2/.
site?
B.2.3 How was it validated that project complies with the 11/ DR | Gansu Guazhou Beidagiao Wind Power Pragect OK
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV CI:D()rr?(];tl
following applicability criteria: Not a biomass éid power | 12/ | “the project that uses wind to generate electricity
plants? not by using biomass. It can also be verified by

the project design in the approved FSR /2/.

B.2.4 s the selected baseline on of the baseline(syidescin the | /1/ DR | Yes. The selected baseline is directly deterthine OK
methodology and this hence confirms the applicghbilf the | /26/ by the approved methodology ACM0002 version
methodology? 12.1.0 /26/ and confirms the applicability of the

methodology.

B.3  Project boundary (VVM para 78-80)

B.3.1 What are the project’s system boundaries (compsrerd 11/ DR | The project boundary is defined as the sitehef
facilities used to mitigate GHGs)? Are they cleatgfined 132/ project activity and all power plants connected
and in accordance with the methodology? physically to the Northwest China Power Grid

/17/ as per ACMO0002 version 12.1.0 /28/.

Northwest China Power Grid consists of

independent province-level electricity systems

includes Qinghai, Gansu, Shaanxi, Ningxia Hui

Autonomous Region and Xinjiang Uygur

Autonomous Region power grid, according to the

grid  boundary published by National

Development and Reform Commission in July

2009 /32/.

B.3.2  Which GHG sources are identified for the projecte®the | /1/ DR | The major emission source of Gansu Guazhou OK
identified boundary cover all possible sourcesduhko the = /2g/ Beidagiao Wind Power Project is ¢@nd this is
project activity? Give reference to documents atergd to 32/ in line with the approved methodology
arrive at this conclusion. ACMO0002 version 12.1.0 /26/. The project

boundary is defined as the site of the project

activity and all power plants connected physically
to the Northwest China Power Grid. NWPG
includes Qinghai, Gansu, Shaanxi, Ningxia Hui

Autonomous Region and Xinjiang Uygur

Autonomous Region power grid /32/. This

boundary covers all possible sources linked to the

project activity.

—

OK

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

Assessment by DNV

. Draft

Final

DR |

Concl. Concl.

B.3.3  Does the project involve other emissions sourcés no 11/ There is no other emission sources involired OK
foreseen by the methodologies that may question the Gansu Guazhou Beidagiao Wind Power Project.
applicability of the methodology? Do these sources And there is also no other sources contribute
contribute with more than 1% of the estimated eimiss more than 1% of the estimated emission
reductions of the project? reductions of the project.

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

105-107)
Ensure that the evaluation of all alternatives pded in
the PDD and required by the methodology and also
possible alternatives/offshoots of alternatives are
discussed. Check that all alternatives requiretie¢o
considered by the methodology are included initred f
PDD. If baseline alternatives required to be coeseatl
by the methodology are considered not applicabégge
assess the justification for this.

B.4.1  Which baseline scenarios have been identified?dsist of 11/ DR | Yes. The identified baseline scenarios are: OK
baseline scenarios complete? 128/ 1) The proposed project is not undertaken as

a CDM project activity;

2) The thermal power plant with the same
annual electricity output as the proposed project;

3) Other renewable energy project with the
same annual electricity output as the propcsed
project;

4) To provide the same electricity output by
NWPG.
The baseline scenarios mentioned above is listed
completely, according to “Tool for the
demonstration and assessment of additionality”
version 05.2 /28/.

B.4.2 How have the other baseline scenarios been eligdriat 11/ DR | The baseline scenario is identified directly OK
order to determine the baseline? 12/ | according to the methodology ACMO0002 version

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

CDM Validation Protocol — Report No. 2010-1197, r@¥. A-10




DET NORSKE VERITAS

Checklist Question Ref MoV | Assessment by DNV | D | e
. Concl.  Concl.
/26/ CC | 12.1.0/26/.
135/ Then four alternative baseline scenarios to the

project have been identified and discussed:

1) The proposed project not undertaken as a
CDM project activity;
2) The thermal power plant with the saime
annual electricity output as the proposed project;
3) Other renewable energy project with the
same annual electricity output as the propcsed
project;
4) To provide the same electricity output by
NWPG.

Alternative 1) This scenario is not a realistic and
credible alternative, as discussed in the
benchmark analysis in the PDD /1/. In fact the
IRR of total investment is 6.28% which is lower
than the benchmark IRR 8% for electrical
engineering project /35/.

Alternative 2) In 2007, the average operation
time of thermal power plant in Gansu Province is
6 231 hours /37/, and the effective operation time
of proposed project is 2 392 hours and an average
annual generation of 480 708 MWh /2/. To
provide the same output as the proposed project,
the alternative thermal power plant will has the
capacity of 77.16 MW. The thermal power plant
with capacity less than 135 MW is forbidden to
build in China according to the laviNttice of the
General Office of the State Council concerning
the Strict Prohibition for Construction of
Thermal Power Plants with the Capacity of less

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1197, r@¥. A-11
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| | "than 135 MW/34/. So alternative 2) conflict
with Chinese regulations and not a realistic
option.
Alternative 3) The project site is located on the
desert and it is not suitable to build hydro statio
according the FSR /2/. The sola PV, biomass and
geothermal projects are all in the demonstration
phase and can bring only poor economic benefits
122].

Alternative 4) “Provide the same electricity
output by “Northwest China Power Grid” isia
realistic alternative consistent with current laws
and regulations, which is also economically

n

feasible.
B.4.3 What is the baseline scenario? /2/ DR | The baseline scenario of Gansu Guazhou OK
126/ Beidagiao Wind Power Project is identified

directly according to the methodology ACM0092
version 12.1.0 /26/:
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 described in the “Tool to calculate
the emission factor for an electricity system”

Itis in line with ACMO0002 version 12.1.0 /26/.

B.4.4 Is the determination of the baseline scenario ao@=ance 11/ DR | Yes. The baseline scenario of Gansu Guazhou OK

with the guidance in the methodology? 126/ Beidagiao Wind Power Project is identified
directly according to the methodology ACM0002
version 12.1.0 /26/.

B.4.5 Has the baseline scenario been determined using 11/ DR | Yes. The renewable energy law, sectoralcpedi OK
conservative assumptions where possible? and development trends in the NWPG have been

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

Assessment by DNV

! taken into account.

Concl

B.4.6  Does the baseline scenario sufficiently take imimoant 11/ DR | Yes. The baseline scenario of Gansu Guazhou OK
relevant national and/or sectoral policies, maaoremic 126/ Beidagiao Wind Power Project is identified
trends and political aspirations? directly according to the methodology ACM0002
version 12.1.0 /26/.
B.4.7 Is the baseline scenario determination compatilitte thve 11/ DR | Yes. The baseline scenario of Gansu Guazhou OK
available data and are all literature and sourleeslyg 126/ Beidagiao Wind Power Project is identified
referenced? directly according to the methodology ACM0002
version 12.1.0 /26/.
B.4.8 Is the baseline determination adequately documentta: 11/ DR ' The baseline scenario has been directly OK
PDD? 12/ | determined according to the methodolagy
« Al assumptions and data used by the project ppatits | /3/ ~ cc | ACMO002 version 12.1.0. _
are listed in the PDD and related document to be 126/ - All data in the PDD used to determine the
submitted for registration. The data are properly baseline emissions are from the EIA /3/, FSR /2/,
referenced. 138/ revised IPCC 2006 /31/, China Electric Power
. . Yearbook (2004~2008) /37/, China Energy
All d_ocumentatlon is relevant as well as correqiipted Statistical Yearbook (2006~2008) /38/ and other
and interpreted.
A i d dat be d d b reference document.
ssump |ons_ and data can be eeme? _reasona € - According to the reference list, all documents of
* Relevant national and/or sectoral policies and the baseline determination were correctly quoted
circumstances are considered and listed in the PDD. and interpreted.
* T?]e tmeth%dology hzs_ b?r?n cg)rrectly iptf]l'ed to 'ﬂerg - The EIA was approved by Environmental
VCVDaMWOU. ?CCltJ.rr.? In the absence of the propose Protection Administration of Gansu province
project activity dated 6 August 2008 /3/ and FSR was approved
by National Development and Reform
Commission dated 13 May 2009 /2/.
- Relevant national include Chinese renewable
law and China environment protection law and
sectoral policies and circumstances are
considered and listed in the PDD /1/.
- The baseline determination is in line with the
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

methodology procedure as per ACM0002 version
12.1.0 /26/.

B.5  Additionality determination (VVM para 94-121)
B.5.1  What approach/tool does the project use to assess 11/ DR | The tool used to assess additionality is “Tawl

additionality? Is this in line with the methodol&yy 126/ the demonstration and assessment @ of
additionality” version 05.2.
Yes. All the process of analyzing the
additionality in the PDD is in line with the
methodology ACMO0002 version 12.1.0 /26/.

B.5.2 Have the regulatory requirements correctly beeartaikto 11/ DR | Yes. In 2007, the average operation time of OK
account to evaluate the project activity and theraatives? | 2/ | thermal power plant in Gansu Province is 6 231
hours /37/, and the effective operation time of
122/ CC o
proposed project is 2 392 hours and an average
1341 annual generation of 480 708 MWh /2/. To
provide the same output as the proposed project,
the alternative thermal power plant will has the
capacity of 77.16 MW. The thermal power plant
with capacity less than 135 MW is forbidden ta
build in China according to the lavNbtice of the
General Office of the State Council concerning
the Strict Prohibition for Construction of
Thermal Power Plants with the Capacity of les
than 135 MW"/34/. So alternative 2) conflicts
with Chinese regulations and not a realistic
option.
The relevant regulatory requirements have been
taken into account consideration.
B.5.3 Is sufficient evidence provided to support theveafee of 11/ DR  Yes. The evidence provided is sufficient to OK
the arguments made? 12/ support the relevant arguments /2/ /22/ /34/.

122/
134/

—h

OK

[V2)
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Checklist Question  Ref MoV Assessment by DNV DIl el
- Concl. . Concl.
B.5.4  What is the project additionality mainly based on 11/ DR | The project additionality is mainly basedtba OK
(Investment analysis or barrier analysis)? investment analysis /1/.
Prior consideration of CDM (VVM para 98-103)
B.5.5 Whatis the evidence for serious consideration@MJprior | /1/ DR | 1. FSR of Gansu Guazhou Beidagiao Wind OK
to the time of decision to proceed with the propetdivity? 12/ | Power Project finished in December 2008 /2/ and
16/ cc | had been approved on 13 May 2009 /2/.
181 2. Project owner held the managing director’s
191 office meeting to seek CDM dated 12 June 2009
/10/ /9/.
111/ 3. The CDM consultation contract was sigried
1191 between Longyuan (Jiugquan) Wind Power Co.,
120/ Ltd. and Longyuan (Beijing) Carbon Asset
1211 Management Technology Co., Ltd. in September
2009 /19/.

4. The project owner held a stakeholder meeting
near the project site on 20 September 2009 /10/.
5. The stakeholder questionnaire survey was
carried out on 20 September 2009 /11/ .
6. The construction contract was signed on 6
November 2009 /6/.
7. The construction of the proposed project was
permitted to start on 28 November 2009 /8/.
8. The project owner signed Wind Turbines
Purchase Contract dated 28 December 2009.
9. Prior Consideration of the CDM Form was sgent
to UNFCCC of the commencement of Gansu
Guazhou Beidagiao Wind Power Project and the
intention to seek CDM status on 21 April 2010. It

was confirmed by the UNFCCC on 7 May 2010:

120/

10. Prior Consideration of the CDM Form was

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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- Draft
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sent to NDRC of the commencement of Ganst
Guazhou Beidagiao Wind Power Project and the

intention to seek CDM status dated 24 September
20089. It was confirmed by the Chinese DNA on
17 May 2010 /21/.
DNV can verify that the project owner seriously
considered CDM prior to the time of decision to
proceed with the project activity.

Checklist Question Ref MoV Assessment by DNV

B.5.6 If the starting date is after 2 August 2008 anaixthe 11/ DR . Yes. Prior Consideration of the CDM Form was OK
global stakeholder consultation, has the DNA andcGBC = 20/ ccC @ sentto UNFCCC of the commencement of Gansu
confirmed that the project participants have infednm 121/ Guazhou Beidagiao Wind Power Project and the
writing of the project’s intention to seek CDM sis? intention to seek CDM status on 21 April 2010; It
was confirmed by the UNFCCC on 7 May 2010
120.

Prior Consideration of the CDM Form was sent
to NDRC of the commencement of Gansu
Guazhou Beidagiao Wind Power Project and the
intention to seek CDM status dated 24 September
2009. It was confirmed by the Chinese DNA on
17 May 2010 /21/.

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

B.5.7  What initiatives where taken by the project pap@eits from ;| /1/ DR N/A OK
the starting date of the project activity to tharsof
validation in parallel with the physical implemetiba of the
project activity?

B.5.8  When did the construction of the project activitsre? 11/ DR N/A OK
B.5.9 When was the project commissioned? 1 DRV/A OK
B.5.10 Does the timeline of the project confirm that contius 11/ DR | N/A OK

actions in parallel with the implementation werecta to
secure CDM status?

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Investment analysis (VVM para 108-114)

The list of questions below must be adjusted to the
parameters in the investment analysis relevané¢o t
project under validation.

B.5.11 Does the project activity or any of the remainifigraatives . /1/ DR ' Yes. The only source of generating revenue is OK
generate revenues apart from CDM? Is this refleictee 12/ from the sales of electricity apart from CDM.
PDD? 14/ This is reflected in the PDD /1/. It can be
confirmed by the FSR /2/ and IRR spreadsheet
141.
B.5.12 Do any of the alternatives to the project activityolve 11/ DR | The alternatives to the project activity dot OK
investment? Is this reflected in the PDD? involve any investment and it is reflected in the
PDD.
B.5.13 Is the choice of benchmark analysis, investmentpaoigon | /1/ DR | Yes. As the proposed project generates Giahn OK
or simple cost analysis correct? and economic benefits other than CDM related

income through the sales of electricity and the
alternative for the baseline scenario of the
proposed project is not a similar investment
project, a benchmark analysis (option llI) iis
justified for conducting the investment analysis
.The choice is in line with Tool for the
demonstration and assessment of additionality
version 05.2 /28/.
B.5.14 s the benchmark/discount rate the latest availabtke time; /1/ DR According to the Interim Rules on Economic OK

of decision? 135/ | Assessment of Electrical Engineering Retrofit
cc | Projects (trial) /35/, in China an IRR of 8% (after
tax) of a project is regarded as a benchmark for
investing in large scale hydropower plants, fossil
fuel fired plants as well as wind farm projects.
The benchmark of 8% (after tax) is therefore
appropriate for this project. DNV was able ito
confirm this is suitable and reasonable | as

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

Assessment by DNV

| following:

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

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

3. Interim Rules on Economic Assessment
Electrical Engineering Retrofit Projects (trie
135/ refers to the risk premiums of wind fa
power project, and this file is still valid.

tax
vill

of
1))
m

B.5.15 What is the financial indicator? Is it on equitwjact basis? | /1/ DR | The financial indicator is project IRR after tax OK
Before/after tax? Is the financial indicator inr@spondence 4/ The IRR calculations were provided in a
with the benchmark? /35/ spreadsheet /4/. The financial indicator is in
correspondence with the benchmark /35/.
B.5.16 Are the underlying assumptions appropriate, e.gtvg 11/ DR  Itis not applicable. OK
considered as waste in the baseline is considereave zerc
value?
B.5.17 Does the income tax calculation take depreciattm i 11/ DR | The income tax calculation takes depreciatioft2 OK
account? Is the depreciation year in accordandenatmal = /2/. | into account /4/. The depreciation year is 15 years
accounting practice in the host country? /4] with the fixed residual rate 5% /2/.
All the sources of the taxes applied in FSR and
PDD for financial analysis like income tax rate,
depreciation rate, City Maintenance and
Construction Tax rate, Education Surtax etc :are
required to provide to DOE for verification.
B.5.18 s the time period of the investment analysis goerating 11/ DR  Yes. The operation time period is 20 years for OK
time of the project realistic? Has salvage valuenttaken /2], cc Gansu Guazhou Beidagiao Wind Power Project
into account? Is working capital returned in thet kgear of /4] which is derived from the FSR /2/. The
operation? depreciation time is 15 years and the rate of
residual value of fixed assets is 5%. The working
capital returned as income in the last year of
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

operation /4/.

B.5.19 When a feasibility study report or similar approvsdthe 11 DR Yes. The input parameters used in the financidF=3 OK
government is used as the basis for the investaralysis: 14/ CC | analysis of the “Gansu Guazhou Beidagiao Wind

Can it be confirmed that the values used in the RBfully Power Project” are taken from the feasibility

consistent with the FSR and is the period of tireveen study report (FSR) developed by HydroChina
finalization of the FSR and the investment decision XiBei Engineering Corporation dated December
adequate? 2008 and approved by National Development and

Reform Commission dated 13 May 2009 /2/. The
input parameters used in the financial analysis
can thus be considered information provided by
an independent and recognized source.

DNV compared the input parameters for the

financial analysis /4/ included in the PDD with
the parameters stated in the FSR /2/ and was able
to confirm that the values applied are consistent
with the values stated in the FSR /2/.

The FSR was prepared by HydroChina XiBei
Engineering Corporation dated December 2008
and approved by National Development and
Reform Commission dated 13 May 2009 /2/.

Thus it is only six months prior to the decision {o
proceed with the project activity (i.e. projectrsta
date) which was on 6 November 2009 /7/. Given
this relative short period of time between
approval of the FSR and the decision to proceed
with the project activity, it is unlikely in the
context of the project that the input values would
have materially changed and that it is thus
reasonable to assume that the FSR has been the
basis of the decision to proceed with the
investment in the project.

The project-IRR with CERs is not included in the

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1197, r@¥. A-19




DET NORSKE VERITAS

- Draft  Final
. Concl. | Concl.
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PDD. The project proponent is requested to
include the information in the PDD.

B.5.20 How was the amount of output (e.g. sales of el&tfi 11/ DR | [] The plant load factor provided to banks and/@AR2 OK
assessed? Remember to include all the data saisedsand: 4/ equity financiers while applying the project
list all the projects that have been used for eob&sking in activity for project financing, or to the
accordance with VVM paragraph 95. government while applying the project activity

for implementation approval

X The plant load factor determined by a third
party contracted by the project participants (e.g.
an engineering company)

[] Other approach.

Provide details on how the load factor was
validated::

It needs to clarify the suitability of PLF in
financial analysis.

B.5.21 How was the output price (e.g. electricity price3essed? 11/ DR | [] Cross-check against third-party or publicly  GAR2 OK

Were the data available and valid at the time ofsilen? 14/ available sources (e.g. invoices or price indices)

Remember to include all the data sources usedistralllthe X Review of feasibility reports, public

projects that have been used for cross-checking in announcements and annual financial reports

accordance with VVM paragraph 95. related to the project and the project participants
Provide details on how the output price was
validated:

It needs to clarify the suitability of tariff in
financial analysis with sufficient evidence

documents.
B.5.22 How were the investment costs assessed? Weretthe da | /1/ DR | [] Cross-check against third-party or publicly  GAR2 OK
available and valid at the time of decision? Remamib 14/ available sources (e.g. invoices or price indices)
include all the data sources used and list alptiogects that [X] Review of feasibility reports, public
have been used for cross-checking in accordante\Viviv announcements,contracts and annual financia
paragraph 95. reports related to the project and the project

participants
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Checklist Question

Assessment by DNV

Provide details on how the investment costs were

validated:

It needs to clarify the suitability of investment
cost in financial analysis with sufficient evidenc
documents.

B.5.23 How were the O&M costs assessed? Were the datkableaii /1/ DR [ ] Cross-check against third-party or publicly | GAR2 OK
and valid at the time of decision? Remember taithelall 14/ available sources (e.g. invoices or price indices)
the data sources used and list all the projectdhtnge been X] Review of feasibility reports, public
used for cross-checking in accordance with VVM geaph announcements and annual financial reports
95. related to the project and the project participants
Provide details on how the O&M costs were
validated:
It needs to clarify the suitability of O&M cost in
financial analysis with sufficient evidence
documents.
B.5.24 Describe the assessment of the other input paresn&tere | /1/ DR | [] Cross-check against third-party or publicly  CAR2 OK
the data available and valid at the time of denigio 14/ available sources (e.g. invoices or price indices)
Remember to include all the data sources usedistralllthe X Review of feasibility reports, public
projects that have been used for cross-checking in announcements and annual financial reports
accordance with VVM paragraph 95. related to the project and the project participants
Provide details on how other input parameters
were validated:
The parameters used applied in investment
analysis need to be justified by cross-checking or
other appropriate manner, to be valid and
appropriate.
B.5.25 Was the financial calculation spreadsheet verified found | /1/ DR | The parameters used applied in investment CAR2 OK
to be correct? 14/ analysis need to be justified by cross-checking or
other appropriate manner, to be valid and
appropriate.
B.5.26 Sensitivity analysis: Have the key parameters dmuting to | /1/ DR | Yes, The key parameters contiituto more OK
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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more than 20% of the revenue/costs during operating | 14/ | CcC “than 20% of the revenue/costs during operating or
implementation been identified? Has possible catieh implementation have been identified. No possible
between the parameters been considered? correlation between the parameters is considered.
B.5.27 Sensitivity analysis: Is the range of variationseigsonable | /1/ DR | Yes. The sensitive analysis contains the vanati OK
in the project context? 14/ -10% to +10% and also the variation to the
benchmark.
B.5.28 Have the key parameters been varied to reach thehbeark . /1/ DR It needs to be justified whether the vaoatdf cL4 OK
and the likelihood of this to happen been justitiede total investment and O&M cost could decrease to
small? exceed the benchmark.
Barrier analysis (VVM para 115-118)
B.5.29 Are the barriers identified complimentary to a i 11/ DR N/A OK

investment analysis? Does the barrier have a olgzact on
the financial returns so that it can be assessad in
investment analysis? Each barrier is discussedatgbha
B.5.30 How were the investment barriers assessed to beAea 11/ DR | N/A OK
the investment barriers substantiated by a soudependen
of the project participants?
B.5.31 How does CDM alleviate the investment barriers? 1/DR | N/A OK
B.5.32 Is the project activity prevented by the investmaantriers 11/ DR | N/A OK
and at least one of the possible alternativesegthject
activity is feasible under the same circumstances?
B.5.33 How were the technological barriers assessed tedi@ Are . /1/ DR N/A OK
the technological barriers substantiated by a sourc
independent of the project participants?
B.5.34 How does CDM alleviate the technological barriers? 11/ DR  N/A OK
B.5.35 s the project activity prevented by the technatagbarriers: /1/ DR N/A OK
and at least one of the possible alternativesethject
activity is feasible under the same circumstances?
B.5.36 How were the barriers due to prevailing practisessed to | /1/ DR N/A OK
be real? Are the barriers due to prevailing practis
substantiated by a source independent of the firojec
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Checklist Question Assessment by DNV

participants?

B.5.37 How does CDM alleviate the barriers due to prengili 11/ DR  N/A OK
practise?
B.5.38 s the project activity prevented by the barrieus tb 11/ DR | N/A OK

prevailing practise and at least one of the possibl
alternatives to the project activity is feasiblelenthe same
circumstances?

B.5.39 How were the other barriers assessed to be realthar 11/ DR | N/A OK
other barriers substantiated by a source indepé¢ddne
project participants?

B.5.40 How does CDM alleviate the other barriers? 11/ DR /AN OK

B.5.41 s the project activity prevented by the other teasrand at 11/ DR N/A OK
least one of the possible alternatives to the ptajetivity is
feasible under the same circumstances?

Common practice analysis (VVM para 119-121)

B.5.42 What is the geographical scope of the common pecti 11/ DR | In China, provincial governments are authorized CL5 OK
analysis? Is this justified? I to regulate wind power projects in the province.

cc  Thus the investment climate, tariff, land policy,
regulations etc. are usually similar for wind
power projects in the same province. Therefore,
Gansu Province is selected as the geographical
scope for the common practice analysis.
However, more comprehensive information of
the similar projects should be provided in the
common practice analysis in order to demonstrate
the additionality of the project activity.

B.5.43 What is the scope of technology and size (e.g.agpaf 11/ DR  Since the proposed project has an installed OK
power plant) for the common practice analysis amat has | capacity of 201 MW, the similar projects are
this been justified? defined as the wind farm projects with the
capacity of 100-300MW in Gansu Province.
B.5.44 What is the data source(s) used for the commortipeac 11/ DR | Referto B.5.42 —C5 OK
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Checklist Question  Ref MoV Assessment by DNV DIl el
- Concl. . Concl.
analysis? |
B.5.45 How many similar non-CDM-projects exist in the i@yi 11/ DR | Referto B.5.42 —Ch OK
within the scope?
B.5.46 How were possible essential distinctions betweerptoject |  /1/ DR Referto B.5.42 —Ch OK
activity and similar activities assessed?
B.5.47 What is the conclusion of the common practice agis®y 11/ DR | The conclusion will be got at the firgbort. -Cl5 OK
Conclusion
B.5.48 What is the conclusion with regard to the additivpaf the . /1/ DR  The conclusion will be generated as sodhas GAR2 OK
project activity? above CLs/CARs resolved. cL2
cE3
ck4
cL5
B.6 Calculations of GHG emission reductions
Data and parameters that are available at validatio
and that are not monitored (VVM para 199-203)
B.6.1 How was the amount of fossil fuel type i (t of)raonsumed . /1/ DR | The amount of fossil fuel type (t oPtonsumed OK
by province available at validation verified? /38/ by province verified was referenced from China
Energy Statistical Yearbook 2006-2008 /38/.
B.6.2 How was the net electricity generated and delivéndtie 11/ DR | The net electricity generated and deliveredhé&o OK
grid in the project electricity system in year yified? 137/ grid was referenced from China Electric Powe
Yearbook 2006-2008 /37/.
B.6.3 How was the Net Calorific value of fossil fuel typia year 11/ DR | The Net Calorific value of fossil fuel typeyear OK
y verified? was referenced from China Energy Statistical
Yearbook 2008 /38/.
B.6.4 How was the CQemission factor of fossil fuel type i in year /1/ DR | The CQ emission factor of fossil fuel type in OK
yverified? 131/ year was referenced from 2006 IPCC Guidelings
for National Greenhouse Gas Inventories.
B.6.5 How was the installed capacity of relevant powerse 11/ DR | The installed capacity of relevant power source OK
connected to the grid verified? 137/ connected to the grid was referenced from China
Electric Power Yearbook 2006-2008 /37/.
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B.6.6 How was the amount of best commercially available 11/ DR | The best commercially available technology for OK
technology of coal, oil and gas fired plant vedffe 132/ coal, oil and gas fired plant was referenced from
the statistics by NDRC official website /32/.
B.6.7 How was the electricity imported to the projectctlieity 11/ DR ' The electricity imported to the project eledtsic OK
system from the connected electricity system ir yea 137/ system from the connected electricity system in
verified? year y was referenced from China Electric Power
Yearbook /37/.
Baseline emissions (VVM para 89-93)
B.6.8  Are the calculations documented according to theeamd 11/ DR  The emission reduction calculation process is OK
methodology and in a complete and transparent manne | /g documented in a transparent manner and it is
32/ cross-checked by the published data from NDRC,
and DNV can conclude that all the data and
calculation in the provided calculation
spreadsheet is correct and appropriate /5/ /32/.
B.6.9 Have conservative assumptions been used when atihgul | /1/ DR | Yes. All the used assumptions are in line whiid { OK
the baseline emissions? 127/ “Tool to calculate the emission factor for an
29/ electricity system” version 02 /27/ and Guidance
for request for deviation titledApplication of
AMO0005 and AMS-1.D in Chiridrom EB /29/.
B.6.10 Are uncertainties in the baseline emission estimpteperly | /1/ DR There are no significant uncertainties iisdiime OK
addressed? emission according to ACMO0002 version 12.1.0
126/.
Project emissions (VVM para 89-93)
B.6.11 Are the calculations documented according to theaped 11/ DR | There is no need to consider project enissio OK
methodology and in a complete and transparent nmanne according to the approved methodology
ACMO0002 “Consolidated baseline methodology
for grid-connected electricity generation from
renewable source” version 12.1.0 /26/.
B.6.12 Have conservative assumptions been used when atihgul | /1/ DR N/A OK
the project emissions?
B.6.13 Are uncertainties in the project emission estimpteperly 11/ DR N/A OK
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addressed?
Leakage (VVM para 89-93)
B.6.14 Are the leakage calculations documented accordirtlyet 11/ DR | There is no need to consider project enissio OK
approved methodology and in a complete and traaspar according to the approved methodology
manner? ACMO0002 “Consolidated baseline methodology
for grid-connected electricity generation from
renewable source” version 12.1.0 /26/.
B.6.15 Have conservative assumptions been used when atihgul . /1/ DR | N/A OK
the leakage emissions?
B.6.16 Are uncertainties in the leakage emission estimategerly | /1/ DR N/A OK
addressed?
Emission Reductions (VVM para 89-93)
B.6.17 Algorithms and/or formulae used to determine eroissi 11 DR * Yes. EIA was  approved by GAR-3 OK
reductions: cC Environmental Protection Administration
+ Al assumptions and data used by the project ppaits /27/ of Gansu province on 6 August 2008 /3/,
are listed in the PDD and related document subthitte ., and FSR was approved by National
registration. The data are properly referenced 137/ Development and Reform Commission
¢ All documentation is correctly quoted and intetpde 37 on 13 May 2009 /2/, an_d all O.th o
_ 138/ document used to determine emission
¢ All values used can be deemed reasonable in thextoof reductions can be verified. the data can
the project activity be deemed. '
* The methodology has been correctly applied toutaie . Yes. According to the reference list, all
the emission reductions and this can be replichtethe documents /27/ /32/ 137/ /38/ used to
data provided in the PDD and supporting files to; be determine emission reductions were
submitted for registration. correctly quoted and interpreted.
* Yes. All values used can be deemed
reasonable in the context of the project
activity.
* Yes. The description of baseline emissijon
in the PDD needs to be updated
according to the approved “Tool 1o
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Assessment by DNV

calculate the emission factor for
electricity system” version 02 /27/.
In EF calculation spreadsheet, for the combi
emission factor, the weightsoy and wgy are

selected as 0.5 and 0.5, which is not the same as

the value in the notification provided by NDRC

B.7  Monitoring plan (VVM para 122-124)
Data and parameters monitored
B.7.1 Do the means of monitoring described in the planmly 11/ DR | The means of monitoring description in the PDBEL6 OK
with the requirements of the methodology? 126/ are according to the approved methodology
ACMO0002 “Consolidated baseline methodolagy
for grid-connected electricity generation from
renewable source” version 12.1.0 /26/ and are in
a complete and transparent manner.
However, the details of training plan have not
been provided to validation team.
B.7.2  Does the monitoring plan contains all necessargrpaters, | /1/ DR | Yes. The only parameter needs to be monitored is OK
and are they clearly described? 126/ | the net electricity generation supplied by Gansu
Guazhou Beidagiao Wind Power Project
according to the approved monitoring
methodology ACM0002 /26/ which is included in
the monitoring plan.
B.7.3 In case parameters are measured, is the measurement . /1/ DR Yes. Net electricity generation supplied by the OK
equipment described? Describe each relevant pagamet | project plant/unit to the grid will be measured by
electricity meters installed at the transformer
station.
B.7.4 In case parameters are measured, is the measurement | /1/ DR | Yes. The meter is installed with the accuracy no OK
accuracy addressed and deemed appropriate? Desacdhe | less than 0.5S.
relevant parameter.
B.7.5 In case parameters are measured, are the requisefaen 11/ DR | The installation and location of all meters forG# OK
maintenance and calibration of measurement equipmen | monitoring needs to be clearly stated in PDD
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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. Draft

Final

described and deemed appropriate? Describe eastantl
parameter.

| according to the physical truth.

Concl. Concl.

B.7.6 Is the monitoring frequency adequate for all maiiigp 11/ DR  Yes. The readings of electricity meter will be OK
parameters? Describe each parameter. | continuously measured.
B.7.7 Is the recording frequency adequate for all momipr 11/ DR | The readings of electricity meter will be at least OK
parameters? Describe each parameter. | monthly recorded.
Ability of project participants to implement
monitoring plan
B.7.8 How has it been assessed that the monitoring aeraegts 11/ DR | The installation and location of all meters for OK
described in the monitoring plan are feasible witifie 126/ I monitoring needs to be clearly stated in PDD
project design? according to the physical truth.
B.7.9  Are procedures identified for day-to-day recordsdimg 11/ DR | Yes. The authority and responsibility of project OK
(including what records to keep, storage areaadris and = /26/ | management is described in the PDD.
how to process performance documentation)?
B.7.10 Are the data management and quality assurancetatityq 11/ DR | Yes. QA/QC procedures are included in OK
control procedures sufficient to ensure that thession 126/ I monitoring plan.
reductions achieved by/resulting from the project be
reported ex post and verified?
B.7.11 Will all monitored data required for verificatioméissuance /1/ DR | The archived electronic data will be kept until 2 OK
be kept for two years after the end of the credipiariod or | /2g/ | years after the end of the total crediting period
the last issuance of CERs, for this project agtjwithichever
occurs later?
Monitoring of sustainable development indicators/
environmental impacts
B.7.12 Is the monitoring of sustainable development intics 11/ DR | Monitoring of sustainable development indicators OK
environmental impacts warranted by legislatiorhia host 126/ | is not required by the Chinese DNA.
country?
B.7.13 Does the monitoring plan provide for the collectand 11/ DR | Chinese DNA does not require collection and OK
archiving of relevant data concerning environmersatial | /26/ I archiving of data related to environmental, social
and economic impacts? and economic impacts. The environmental
MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
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impacts will be monitored by local environmental
authority.
B.7.14 Are the sustainable development indicators in it 11/ DR | Yes. This will be on local authority decision. OK
stated national priorities in the host country? 126/ I
C Duration of the project activity / crediting period
C.1.1 Start date of project activity (VVM para 99-100, 161)
C.1.2 How has the starting date of the project activiigin 11/ DR | Yes. The starting date was determined to be 28 OK
determined? What are the dates of the first cotstfac the 13/ I December 2009 /7/, which was the earliest date
project activity? When was the first constructiatiaty? 17/ among the purchase contract /7/, construction
permission /3/ and construction contract /6/.
/6 The first construction activity started on 28
18/ November 2009 which is the Construction
Permission letter issuance date /8/.
C.1.3 Isthe stated expected operational lifetime ofpfggect 11/ DR | It should be clarified why the operational lifee = S8 OK
activity reasonable? 12/ includes construction period.
C.1.4 Is the start date, the type (renewable/fixed) &edéngth of | /1/ DR | The choice of crediting period for Gansu OK
the crediting period clearly defined and reasorable Guazhou Beidagiao Wind Power Project is seven
years renewable crediting period /1/. It stated in
the PDD, version 2.0, dated 9 September 2010
that the crediting starting date is chosen as \t Jul
2011 /1/. The crediting period is clearly defined
in the PDD and reasonable.
D Environmental Impacts (VVM para 131-133)
D.1.1  Are there any host country requirements for an 11/ DR Yes. The EIA of Gansu Guazhou Beidagiao OK
Environmental Impact Assessment (EIA), and if yggn 13/ | wind Power Project was completed by Lanzhou
EIA approved? Does the approval contain any caoti University Research Center for Environmerital
that need monitoring? Quality Assessment Center in April 2008 /3/.
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- Concl. . Concl.
The EIA of Gansu Guazhou Beidagiao Wind
Power Project was approved by Environmental
Protection Administration of Gansu province on
6 August 2008 /3/.
There is no special condition that needs
monitoring according to the EIA and the approval
of EIA for the proposed project /3/.

D.1.2 Does the project comply with environmental legislatin 11/ DR | Yes. The EIA of Gansu Guazhou Beidagiao OK

the host country? 13/ | Wind Power Project was approved by
Environmental Protection Administration of
Gansu province on 6 August 2008 /3/.

D.1.3  Will the project create any adverse environmeritakes? /1/ =~ DR  The project will have no significant impacts on OK
13/ I the local environment according to the EIA /3/.

D.1.4 Have identified environmental impacts been addcesséhe | /1/ DR | Yes. It clearly states the environmental impatts OK

project design? 13/ the PDD, which covers air impact, waste water,
solid waste, and impact of land disturb.

D.1.5 Has an analysis of the environmental impacts optlgect 11/ DR | Yes. The analysis of the environmental intpac OK
activity been sufficiently described? has been sufficiently described in the PDD.

D.1.6 Are transboundary environmental impacts considarede 11/ DR | There is no need to consider transboundary OK
analysis? 13/ environmental impacts.

E Stakeholder Comments (VVM para 128-130)
E.1.1  Have relevant stakeholders been consulted? /1DR | Yes. A stakeholder meeting was held on 20 OK
/10/ I September 2009 in Guazhou County under the
11/ help from local government. /1/ /10/. Then the
project owner carried out a public survey on the
proposed project by questionnaires. 30
guestionnaires were distributed and 30 of the
distributed questionnaires had been returned./11/
The local villagers and residents in the area were

MoV = Means of Verification, DR= Document Review, htdrview, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1197, r@¥. A-30




DET NORSKE VERITAS

- Draft = Final
Concl. Concl.

Checklist Question Assessment by DNV

included in this survey.
E.1.2 Have appropriate media been used to invite comnignts 11/ DR | A public stakeholder meeting and a survey of the OK
local stakeholders? /10/ I potential stakeholders using a questionnaire were
11/ implemented.
E.1.3 If a stakeholder consultation process is requised b 11/ DR  For the renewable energy project as such wind OK
regulations/laws in the host country, has the $takker 13/ power project, the stakeholder consultation
consultation process been carried out in accordaitbe process is not required by regulations or laws in
such regulations/laws? China.
E.1.4 Is asummary of the stakeholder comments received 11/ DR ! Yes. The stakeholder meeting minutes was OK
provided? /10/ | provided /10/ and 30 copies of questionnaires
11/ were also provided /11/, which were verified by
DNV to be consistent with the summary in the
PDD.
E.1.5 Has due account been taken of any stakeholder cateme | /1/ DR | No negative comments were received from the OK
received? /10/ stakeholder representatives.
111/
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Table 3 Resolution of corrective action requests ahclarification requests

Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

CAR 1 A3.1 The LoA from theNetherlandsnd DNV has received the LoAs directly from
The LoA from the host party and Annex | have A.3.2 Chinahas been provided to DNV. the project participants issued by the DNAs
not been provided. A.3.3 of China and the Netherlands on 19 April

2011 /23/ and 8 March 2011 /24/,
respectively. During the validation, by
checking the website link from Chinese
DNA /23/ and the e-mail involving the Lo4
delivery from the DNA of the Netherlandg
124/, DNV confirmed the authenticity of the
LoAs provided by the project participants
and considers that the LoAs comply with
the paragraphs 45-48 of the CDM
Validation and Verification Manual /25/.

The CAR 1 is closed..
CAR 2 B.5.17 To compare with Similar projects with theDK

The parameters used applied in investment B.5.20 | capacity of 100-300MW operated afﬂegl Total Static Investment:
analysis, especially plant load factor, tariff,aldt 521 |2002 in Gansu Province, the paramete %e comparison of investment cost per
investment and O&M costs, need to be justified g5, [USed applied in investment analysie, . "= per MW between the proposed

- i i especially plant load factor, tariff, tot . . 3 )
by cross-checking or other appropriate mannef, to B 523 p y p ect and the registered CDM projects |

. . : L Proj
be Va“d and al ro nate. |nVeStment and O&M COStS, we é) . N )
PRIOP B.5.24 | appropriate and conservative. According {32nsu Province is listed above the Table

can be seen from Table 1 that the

B.5.25 the statistics on Similar projects with tﬂaI
capacity of 100-300MW operated aftefnvestment cost per kWh of 3.98 RMB and

2002 in Gansu Province, the tariff range fép_e_investment cos_t per MW of 9.518
wind power projects s 0.520¢.Million RMB were in the range of the othe

0.54RMB/KWh, with which the IRR of theprojects. The range of investment cost pe
proposed project were lower than ﬂhéWh Was.3.545 to 4.726 RMB/kWh and the
benchmark. range of investment costs per MW was

found to be 7.926 to 11.709 million

The statistics on Similar projects with tngB_/MW.
The investment costs were further

P

D
!43

= =
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Corrective action and/ or clarification
requests

Reference
to Table 2

Response by project participants

Validation conclusion

capacity of 100-300MW operated aft
2002 in Gansu Province has been provi
to DOE.

eattempted cross checked against real costs.

d&NV has checked the actual cost for the
wind turbines purchase and the actual cost
for the construction in the contracts, the
total amount of the wind turbine purchasing
price, wind turbines’ foundation
construction price, wind turbines
installation price and the tower purchasing
price constitute 80.87% of the static total
investment, the actual contract is 1.07%
higher than the amount in the FSR /6/ /7/
Hence the budgeted investment costs are
conservative. DNV was thus able to
confirm that the investment cost applied i
the financial analysis is deemed to be
appropriate and conservative.

(2) Annual Operation and Maintenance
Cost:

The assumed operation and maintengnce
cost is taken from the FSR /2/, which|is

designed based on the Economic Evaluation
Code and Parameter for

conditions for transportation,
technology and number of turbines.

applied

As shown in the Table 1 above, the
proposed project (with annual operation and
maintenance cost 2.83%) is deemed to be in
the range of percentage of O&M costs
relative to investment costs for similar wind

power projects (with the range from 1.74%
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Corrective action and/ or clarification Reference Response by project participants

requests to Table 2

Validation conclusion

- 3.87%) located in the same region|in
Gansu Province, and this enables DNV, to
confirm that the O&M cost is reasonable.

(3) Other cost

The term other cost refers to additiopal
production expenses, administrative
expenses and operating expenses, except
depreciation,  maintenance, insurance,
material, salary and welfare. This definitipn

range of the “other cost” (25~40 RMB/k
for the registered CDM projects.

project IRR without CER revenue would be
6.65%, which is still lower than the
benchmark of 8%. It indicates that the
“other cost” has little impact on the IRR
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Corrective action and/ or clarification Reference Response by project participants

requests to Table 2

Validation conclusion

calculation.
(4) Annual Power Generation:

Annex 11 of CDM-EB 48th meeting repqrt
gives a guideline for validation of plant
load factor for renewable energy. Opne
option is to use plant load factor provided
to the government while applying the
project activity for implementatio
approval. The FSR has this purpose and
hence according to current CD
regulation, the checking that the value ig in
line with the FSR should be considered
sufficient for validation of plant load factor.
This was the case for this project.

According to the FSR /2/, the annual output
is estimated based on the long term weather
statistic data (30 years) provided by local
meteorological station. For estimating the
real condition of the wind resources of the
project site, the engineering company needs
to collect one year wind speed dataset from
an anemometer tower installed at the
project site. The professional software
WASP was used to select the rich wind
source area, and then using software
WindFarmer to optimize the location of
each turbine for maximize power
generation /2/. The yearly data was then
processed in professional software to
calculate the annual theoretical power
generation, from which the annual effective
power generation was obtained through
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Corrective action and/ or clarification Reference Response by project participants

Validation conclusion

requests to Table 2

discount by considering factors such as air
density, trailing stream, wind turbine
efficiency etc. Subsequently, the plant load
factor of the proposed project is
determined. It is DNV’s opinion that the
determination of plant load factor follows
the local standard requirements and
conservative.

(5) Power Tariff:

The tariff of 0.5206 RMB/kWh (Incl. VAT)
used in investment analysis for the
proposed project, which was estimated in
the FSR developed in December 2008 /2f.
The present project in Gansu province by
having a tendering of tariff. The resulting
tariff is 0.5206 RMB/kWh (incl. VAT) and
no better tariff can be achieved by the
project owner.

The tariff of 0.54 RMB/kKWh (incl. VAT)
has been checked by DNV to be the guiding
tariff issued by NDRC in 2009 /46/ .
Nevertheless, even by increasing the tariff
to the guiding tariff of 0.54 RMB/kWh
(incl. VAT) of the latest available tariff, the
IRR is 6.70% and still below the
benchmark of 8%. Moreover, as the highest
wind tariffs in China indicated from CDM
Executive Board, the highest tariff in Gansu
Province is 0.585 RMB/kWh (incl. VAT)
/30/. By using this highest tariff in Gansu
Province, the IRR of Gansu Guazhou
Beidagiao Wind Power Project would not
cross the benchmark of 8%. Thus the tariff
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

implemented in the PDD is conservative.
Hence, it is DNV’s opinion that the tariff
implemented in the PDD is reasonable.

Therefore, DNV confirms that all the ta
rates used in the financial analysis of
proposed project are in line with tl
relevant regulations of the tax rates.

In conclusion, based on our local and
sectoral expertise, and database of publi
available information, DNV considers tha
the input values used in the financial
analysis are reasonable and are likely to
adequately represent the economic situa
of the project.

The CAR 2 is closed.

AX
the
ne

Cly

ion

CAR 3 B.6.16 It was only a calculated error in the EF | OK.
In EF calculation spreadsheet, for the combined calculation spreadsheet. The updated emission reduction
emission factor, the weighigy andwgy are The corrected EF calculation spreadsheet spreddsheet has been provided on 17
selected as 0.5 and 0.5, which is not the same [as with the weightsnboy of 0.75 andogy of September 2010. DNV has verified to be
the value in the notification provided by NDRC. 0.25 has been provided to DOE. correct.

The CAR 3 is closed.
CL1 A4l The detail geographical coordinate for ea®K.
As of the geographical coordinate of the project is wind turbine of the project has beemrhe coordinate for each wind turbine has
in a range, it needs to give the coordinate foheac provided according to the report of micfioheen provided and verified by DNV.
wind turbine. location selection of the proposed project. The CL 1 is closed.
CL2 B.5.17 1. Rate of residual value of fixed assef@K o e
All the sources of the taxes applied in FSR and  B.5.48 was from the provision on salvagd he taxes and depreciation rate applied in
PDD for financial analysis like income tax rate, value of the fixed assets issued by Stdfee project financial assessment are shown
depreciation rate, City Maintenance and Administration  of Taxation thatin the Table 3:
Construction Tax rate, Education Surtax etc are determinates the value among the rap{RVAT for equipment
required to provide to DOE for verification. of 3%-5% for construction projects |nl7% VAT is paid as usual for purchased
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Corrective action and/ or clarification

Reference

Response by project participants

Validation conclusion

requests

to Table 2

China.

Rate of VAT was from Notice on VAT
regarding Some Resourge

Policy
Utilization and Other Products issu
by Ministry of Finance and Stal
Administration of Taxation tha
determinates the value of 17% for wi
power projects in China.

Rate of city construction tax was fro
the provision on the Rate of ci
construction tax of the

Council of China that determinates t
value of 5% for wind power projects
China.

Rate of additional education fee w
from the provision on the Rate

_ ax People'she following agruments.
Republic of China issued by the Staten 13 December 1993, the “Provisional

goods. According to Provisional regulations
of the people's republic of China on value
added tax from State Council issued on| 10
ovember 2008 and implemented from 1
anuary 2009 /48/, the equipment VAT gan
e credited over the operation period
tagainst the tariff VAT until the VAT fro
H:e equipment VAT is fully recovered. Fpr
is project, this happens in the 6th year of
operation.
(b) VAT on tariff
Mhe VAT rate on the tariff of 17% applied
Mo the financial analysis is substantiated|by

=)

hRegulation of Value-added Tax in Ching”

NNo.134 [1993]) was issued and bec

effective on 1 January 1994 /42/. In this

Regulation (No.134 [1993]) /42/, the V

occurred on the sales of electricity
ipulated to be 17%.

additional education fee of the Peoples: .. :
. S inistry of Finance and the State
Republic of China issued by the Stait/gdministration of Taxation about policies

Council of China that determinates t
value of 3% for wind power projects
China.

Rate of income tax was from the law
Enterprise Income Tax of the Peopl

h‘Fegarding the value added tax on products
"ade through comprehensive utilization| of

Council of China that determinates thievied for sales of electricity generatgd

Republic of China issued by the St?tpayable value added tax should be

value of 25% for wind power projeciSrom the wind power.

Based on the
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

in China. documents introduced above, the VAT rate

6. Rate of welfarism was from the
provision on Enterprise Income Tax |0
the People's Republic of China issy
by the State Council of China th P
determinates the value of no more than

14% for wind power projects in China| '€9arding  the value added tax pn
comprehensive utilization of resources and

<)

7. Depreciation rate of 5 %gquivalent 10 jqq,ed. As stipulated in this notice (No.156
DepreC|at|o_n life of 15years)_ was fro 2008]) /49/, VAT refund half upon levj
the deduction method on fixed asselga|| he applicable for selling the electricity
issued by State Administration Dheneration from wind power etc. The
Taxation ~ that  determinates — thegqation entered into force on 1 January

depreciation life of 10-20 years f0hn0g and the former regulation /47/ was
construction projects in China. repealed simultaneausly.

the FSR, which is in line with the Law of
the People’s Republic of China on
Enterprise Income Tax /45/.

The rate of residual value (5%) is deriven
from the FSR and is recovered at the end of
operation period in the project IRR

calculation spreadsheet /4/. According|to
the Implementation Rules of the Enterprjse
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

Income Tax Law /45/, the net residual value
of a fixed asset shall be reasonaply
determined by an enterprise according| to
the nature and condition of the fixed asset.
It may not be changed once determined.

The depreciation period of 15 year |is
deriven from the FSR and thus the
depreciation rate per year is 6.33%.
According to the Implementation Rules |of
the Enterprise Income Tax Law /45/, @an
enterprise  shall begin computing
depreciation for a fixed asset in the month
following the month in which the asset|is
into service, and shall cease computing
depreciation for a fixed asset in the month
following in which the asset’s use is ceased.
The minimum number of years for
computing depreciation of fixed assets is|10
years for the manufacturing and busingss
operations. Therefore, the depreciatjon
period of 15 years for the proposed project
is in line with the the Implementation Rules
of the Enterprise Income Tax Law /45/
which is acceptable.

The city maintenance and construction tax
rate is 5% of VAT and the additional
education tax is 3% of VAT which is
derived from City Construction Tax and
Additional Education Fee Policy /41/,
which is widely used in the design phase of
projects and is also the actual tax rate when
plants are under operation.
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Corrective action and/ or clarification
requests

Reference
to Table 2

Response by project participants

Validation conclusion

According to the guidance of EB51 Ann
58, the interest payable should be taken
account of the income tax calculation
cases where the benchmark applied in
investment analysis is post tax. As for |
proposed project, the IRR benchmark of
is post tax and the interest tax payable
been verified to be included in
calculation of the income tax.

Therefore, DNV confirms that all the ta
rates used in the financial analysis of
proposed project are in line with t
relevant regulations of the tax rates

In conclusion, based on our local a
sectoral expertise, and database of pub
available information, DNV considers th
all the taxes applied in FSR and PDD
financial analysis are reasonable.

The CL 2 is closed.

eX
nto
in
the
he
3%
has

the

AX
the
ne

nd
icly
at
for

CL3

PDD. The project proponent is requested to
include the information in the PDD.

The project_IRR with CERs is not included in the

A5.19

The project IRR with CERs has bgedK.

included in the updated PDD version 2.0.

The project IRR with CERs has been
included and verified by DNV.

The CL 3 is closed.

CL4

It needs to be justified whether the variation of
total investment and O&M costcould decrease
exceed the benchmark.

to

B.5.28
B.5.48

According to the analysis on tot
investment and O&M cost in Sub-step 1
Sensitivity analysis, it was impossible
decrease to exceed the benchmark.

Furthermore, to compare with Simil
projects with the capacity of 100-300M
operated after 2002 in Gansu Province,

apK.

Pdh sensitivity analysis has been carried oy

tfor parameters contributing more than 20
to revenues or costs to check the robustn

aof the financial analysis. Reasonable

Wrariations of the total static investment,

bo
ess

put

tiagnual operational costs, and annual out
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2
proposed project is addtionality, though theelivered to the grid and on-grid tariff were
average value on total investment amthecked by calculating the variation
O&M cost was used to estimate the IRRiecessary to reach the benchmark and then
respectively. discussing the likelihood for that to happen.
None of the parameters in the sensitivity
analysis are considered to have any
significant positive correlation.

1) Static investment costs: DNV was ablg to
confirm that 15.55% decrease in investment
costs is unlikely to happen, as a large part
of the total investment of the proposed
project goes towards purchase and
installation of electric equipments (wind
turbines). Compared to the estimations| in
the FSR, the real costs of wind turbines
procurement and installation are 1.07%
more than the values in the FSR /2/, which
indicates that the actual investment cost
could not decrease. Therefore the static
total investment is not likely to decrease|by
more than 15.55%.

2) Annual O&M cost: The annual O&M
cost consists of maintenance cost, material
costs, salary/welfare, insurance cost and
other cost /33/. And the prices of materigls
and salaries of the employees are gradyally
increasing in China in recent years /33/,
which will lead to gradual increase pf
annual O&M cost. Therefore, the annual
O&M cost decreases by 53.6% to reach
benchmark 8% will unlikely happen.
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requests to Table 2

3) Electricity tariff. To reach the 8%
benchmark, power tariff must increase
12.6% to 0.5862 RMB/kWh, which is not
likely to happen. Based on the abqgve
mentioned cross-checking, it was confirmed
that from year 2002 till now, the highgst
tariff has been found to be consistently
0.563 RMB/kWh (refer to Table 2).

4) Annual output delivered to the gri
According to the FSR /2/, the annual output
is estimated based on the long term (from
1978 to 2007) weather statistic data
provided by local meteorological statiopn
and wind resources measurement.
Moreover, the trend of annually average
wind speed of the project site is stable and
trends to decrease over the recent years.
The power load factor is thus likely to
fluctuate only within a small range. Hence,
it is unlikely to increase on average py
26.76%.

The sensitive analysis above shows that
very unrealistic favourable circumstanges
would be needed for the IRR to reach the
benchmark.

[®X

All the description has been updated in the
revised PDD version 2.0 /1/
The CL 4 is closed.
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Reference Validation conclusion

to Table 2

Response by project participants

Corrective action and/ or clarification
requests

CL5

More comprehensive information for
wind power projects should be provided
in the common practice analysis in
order to demonstrate the additionality
of the project activity.

B.5.42
B.5.43
B.5.44
B.5.45
B.5.46
B.5.47
B.5.48

The statistics on Similar projects with t
capacity of 100-300MW operated aft
2002 in Gansu Province has been adde
the common practice analysis to st
clearly the additionality of the proje
activity in the updated PDD version 2.0.

oK.

er

f‘ tablished from year 2002 to year 2(
“[(the capacity of large tan 15MW) which g

“China Wind Farms Capacity Statistic

DNA have been considered for the analy
/36/. 1t is confirmed that all these wir
power projects have applied for CD
projects or registered as CDM projects /5

project is not common practice.

The relevant information has been updats
in the section B.5 in the revised PDD
version 2.0 /1/.

Hence, DNV can confirm that that emissi
reductions resulting from the project are
additional.

The CL 5 is closed.

CL6

The details of training plan and record have no
been provided to validation team.

B.7.1

The training plan and records on CDM arfdK

operation in 2010 have been provided
DOE. Moreover, In Section B.7.2 of PD

the relevant description on CDM trainipngan confirm that procedure for training of

has been regulated.

fthe client has provided the training plan
Dand records on CDM and operation. DNV

monitoring personnel is identified in the
PDD.

The CL 6 is closed.

d Qisting wind farms in Gansu Province

derived from registration website from

09
re

in

2007”", UNFCCC and web site of China

Sis
d
M
0/.

Thus, DNV was able to confirm that the

2d

DN
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Corrective action and/ or clarification

Reference

Response by project participants

Validation conclusion

L

y

=]

1

requests to Table 2
CL7 B.7.5 According to the approval letter for théK
The installation and location of all meters for B.7.8 monitoring system of the proposed projedihe location of the meters has been clea
monitoring needs to be clearly stated in PPD issued by the local power grid company, triescribed in PDD. It has been revised in
according to the physical truth. installation and location of all meters fpBection B.7 of the PDD 2.0 /1/. DNV can
monitoring has been stated in the upddtednfirm that the monitoring plan is in line
PDD version 2.0. with the Methodology of ACMO0002 versio
12.1.0.
The CL 7 is closed.
CL8 C.13 The operational lifetime of the project is|20K
The operational lifetime of the project needs to|be years according to the FSR of the proposgthas been revised in Section C.1 of the
clearly stated in the PDD. project. Moreover, the relevant sectignspD 2.0 /1/. DNV confirm that operationa
have been updated in the PDD version 2{Qifetime of the project is corrected.
The CL 8 is closed.
CL9 N/A section | The references given under footnote 3, 8| ®K.
It is requested to clarify/update the following in A2 have be updated in the PDD version 2.0.| The evidences have been provided and
the PDD: A4.3 The other inconsistencies mentioned in Gléhecked by DNV /22/. DNV can confirm
« The reference given under footnote 3, 8, 9 A6.1 were clerical errors. In the PDD Versipiat solar PV, biomass and geothermal o
cannot be opened and need to be updatees o ¢ ihe 2.0, the errors have been correclqfe same annual electricity output as the
along with a description of this reference|in ~ ppp according to the data of the FSR. proposed project are far from being
English. Version1.0 attractive investment in China power grid

In the PDD section A.2. Description of the
project activity (b), it is mentioned that the

installation and operation of 200 sets of win

turbines.
In table section A.4.3 Technology to be

employed by the project activity of the PDD

it is mentioned that 33 sets of turbines.
In the PDD section A.6.1 Explanation of

methodology choices step 7, it is mentioneq

that EGagiiy.y be 116.574 GWh.

The other inconsistencies have been revi
in the PDD version 2.0, which is deemed
DNV to beacceptable.

The CL 9 is closed.

f

sed
by
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Table 4 Forward action requests

Forward action request Reference

Response by project participants
to Table 2
N/A N/A N/A

- 000 -
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APPENDIX B

CURRICULA VITAE OF THE VALIDATION TEAM MEMBER



Mr. Zhang Lei, Lucas holds a Bachelor Degree in Applied Chemistry. Pigojoining DNV,

He had four years and seven months experience ahgasification industry covering the
process of coke production line and wastewatertrtreat. His experience also covers the
fields of environmental management and environnienipact assessment.
He has experience of around one year in validatiahverification of CDM projects in DNV.

His qualification, industrial experience and expade in CDM demonstrate his sufficient
sectoral competence in “Waste Handling and Disposal

Mr. Gong Zheng, Justin holds a Bachelor and a Master Degree in Chemiogirering.
Having an overall experience of around five ye&or to joining DNV, he had more than
three years experience in project operation aneplamrening experience in the operation of
energy plants and he was involved in energy deaighsupply. His experience also covers
the fields of project management and cleaner priimua chemical industries.

He has experience of around 2 years in validatimh\eerification of numerous CDM projects
in DNV. All these projects are located in China.

His qualification, industrial experience and expade in CDM demonstrate his sufficient
sectoral competence in "Energy Generation from Reab& Energy Sources".

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

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

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

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

Simon Wong Yon Sing holds a Bachelor's Degree in Chemical Engineerinigh w
Environmental Engineering, with a year experienae the field of design and
operation/maintenance of wastewater treatment gsopavorking in wastewater design &
equipment supply services. His experience in désigmnd maintaining the wastewater
treatment systems covers the fields of various famtwring and chemical industries in
Malaysia. He has experience of more than 3 yeavslidation and verification of numerous
CDM projects in DNV, both in Malaysia and abroads igualification, industrial experience
and experience in CDM demonstrate his sufficient@al competence in Energy Generation



from Renewable Energy Sources, Waste Handling amspddal and Animal Waste
Management System.



