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1 EXECUTIVE SUMMARY — VALIDATION OPINION

DNV Climate Change Services AS (DNV) has perforanedlidation of the project activity

“Yunnan Mangli Hydropower Project” in China. The hdation was performed on the basis
of UNFCCC criteria for the Clean Development Medsanand host Party criteria, as well
as criteria given to provide for consistent projegerations, monitoring and reporting.

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

The host Party is China and the Annex | Party isala Both Parties fulfil the participation
criteria and have approved the project and authedizhe project participants Datang Mangli
Hydropower Development Company Limited and Sumit@uamoration. The DNA from
China confirmed that the project assists in achig\sustainable development.

The project correctly applies the baseline and nwitig methodology ACMO0002, version
12.1.0 “Consolidated baseline methodology for gea@hnected electricity generation from
renewable sources”.

Yunnan Mangli Hydropower Project will displace dfggity in the China Southern Power
Grid by generating renewable energy. As a restlk, project results in reductions of O
emissions that are real, measurable and give |l@mgitbenefits to the mitigation of climate
change. It is demonstrated that the project is motikely baseline scenario. Emission
reductions attributable to the project are hencealifidnal to any that would occur in the
absence of the project activity.

The total emission reductions from the project aséimated to be on the average 113 189
tCOe per year over the selected 7 year renewable tingdperiod. The emission reduction
forecast has been checked and it is deemed likatythe stated amount is 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 figipants are able to implement the
monitoring plan.

In summary, it is DNV’'s opinion that the projecttisity “Yunnan Mangli Hydropower
Project” in China, as described in the PDD, versifa dated 28 December 2010, meets all
relevant UNFCCC requirements for the CDM and cotisecapplies the baseline and
monitoring methodology ACM0002, version 12.1.0. déeDNV requests the registration of
the project as a CDM project activity.

Beijing and Oslo, 2011-10-05

Wf/‘ Z_I'rl H.W, B%

Lin Wu Hendrik W. Brinks
CDM Validator Approver
DNV Beijing, China DNV Climate Change Services AS
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2 INTRODUCTION

CWEME has commissioned DNV Climate Change Servié&s (DNV) to perform a
validation of the Yunnan Mangli Hydropower Projeict China (hereafter called “the
project”). This report summarises the findings lod validation of the project, performed on
the basis of UNFCCC criteria for the CDM, as wallaiiteria given to provide for consistent
project operations, monitoring and reporting. UNRKCCriteria refer to Article 12 of the
Kyoto Protocol, the CDM modalities and procedures ¢he 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 criteria are validated in order to confirlnattthe project design, as documented, is
sound and reasonable and meets the identifiedriaritéalidation is a requirement for all
CDM projects and is seen as necessary to provislerasce to stakeholders of the quality of
the project and its intended generation of cedi@enission reductions (CERS).

2.2 Scope

The validation scope is defined as an independahtobjective review of the project design
document (PDD). The PDD is reviewed against theeiga stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseaahjie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACMO0002 (version 12.1.0).eTkalidation was based on the
recommendations in the Validation and VerificatManual /58/.

The validation is not meant to provide any consglttowards 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

a desk review of the project design documents
follow-up interviews with project stakeholders
the resolution of outstanding issues and tiseiagmce of the final validation report and

opinion.

The following sections outline each step in moraiile

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/
121
13/
141

/51

16/

171

18/

19/

110/

111/

112/

113/

CWEME: CDM-PDD for project activity “Yunnan Mangli Hydropeer Project” in
China version 01 dated 13 July 2010 and version 02dd28December 2010
CWEME:IRR calculation spreadsheet for Yunnan Mangli Hpdnwwer Project based
on the installed capacity of 36 MW

CWEME:ER calculation spreadsheet for Yunnan Mangli Hydweer Project

Kunming Survey and Design Institute of Watern€e&rvancy and Hydropower:
Feasibility Study Report (FSR) of Yunnan Mangli tépdwer Project (Supplementary
report in which CDM was considered, called “SFSRthe text) April 2008

Kunming Survey and Design Institute of Wateis®aces and Hydropowe@riginal
FSR of Yunnan Mangli Hydropower Projedpril 2005

Development & Reform Commission of Yunnan ProviriCiee approval for the FSR of
Yunnan Mangli Hydropower Proje7 June 2006

Development & Reform Commission of Yunnan Pnoe: The approval for SFSR of
Yunnan Mangli Hydropower Projec21 November 2008

Yunnan University: Environment Impact Assessment (EIA) of Yunnan NMangl
Hydropower Project July 2005

Yunnan Provincial Environmental Protection BaueApproval for EIA of Yunnan
Mangli Hydropower Projec¢t27 October 2005

Kunming Construction Consulting Supervision Qxamy: Notification on the starting
of construction of Mangli hydropower statid28 October 2006

Sinohydro Engineering Bureau 8 Co., Ltdleeting minutes of proseminar on
construction 11 December 2006

Kunming Construction Consulting Supervision n(pany: Notification on ceasing
construction of Mangli hydropower statioP9 January 2007

China Datang Corporation Yunnan Branch (theemacompany of Datang Mangli
Hydropower Development Company Limited) and Yun@idM Technology Service
Center:CDM Consultant Contra¢c25 June 2007

Datang Mangli Hydropower Development Compangnited and Deyuan Electric
Power Development Co., LtdAssignment agreement on the shareholding of the
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114/

115/

116/

117/

118/

119/

120/

121/

122/

123/

124/

125/

126/

1271

128/

129/

130/

project 7 August 2007

Datang Mangli Hydropower Development Compamyited: Board meeting decision
for determining CDM development of the proj&i June 2008

Datang Mangli Hydropower Development Companymited and Sinohydro
Engineering Bureau 8 Co., Lt€Construction contract30 June 2008

Supervision Department of Sichuan Ertan Irg@amal Engineering Consulting Co.,
Ltd: Construction permit of th€unnan Mangli Hydropower Proje@,July 2008
Datang Mangli Hydropower Development Compaimyited and Hangzhou Resource
Power Equipment Co., LtdThe purchase contract of the water-turbine genemto
equipments18 August 2008

Datang Mangli Hydropower Development Companymited: Other financial
commitments (including purchasing transformers aatlles, strengthen engineering
on side slopetg), from July 2008 to November 2009

Datang Mangli Hydropower Development Companynited & CWEME: CDM
Consultant Contract28 June 2008

China National Water Resources & Electric Poweréviats & Equipment Co., Ltd. &
Sumitomo CorporatiorEmission reduction purchase agreeme February 2009.
Datang Mangli Hydropower Development Company Linl: 100 copies of publi
survey questionnaires for the stakeholders’ comsentthe project activityfrom 18
June 2009 to 30 June 20089.

China Economic NeBiomass power project has high cost and low pawpctthina 28
June 2007

http://www.ce.cn/cysc/ny/dl/200706/28/t20070628 23B68.shtml

Shanghai Stock New3he solar PV in China has high operating cost aags|of
national policies 20 September 2007
http://finance.people.com.cn/GB/1038/59942/599494526.htm|

Aikai Data Research Centefhe investment analysis and investigation report in
industry of the geothermal power generatiddarch 2010
http://www.168report.cn/Product_Detail_P_1D_3204092m|

Baidu Net:Brief introduction of the conditions around the posed project site
(Mangshi town) 18 June 2010

http://baike.baidu.com/view/1197098.htm

China Power Net: The hydropower developmens wacouraged by the Chinese
government, 18 March 2006
http://www.chinapower.com.cn/article/1021/art1026 34p

Yunnan Government Websit€he information about completion of the Laodukou
Hydropower projectdated 29 January 2008
http://km.xxgk.yn.gov.cn/newsview.aspx?id=35101

WeishanGovernment Websi: The information about the commission of Xiashil
Hydro project and the completion of Maomaotiao Hygroject,dated 28 March 2006
http://www.ynws.gov.cn/Detail.aspx?1D=9540

National Engineering Consultant N&he information about the Yanziya Hydro project
http://www.cnaec.com.cn/Info/Show.asp?ID=78270&&drt

Baoshan Evironment Protect N&he information about Wunihe Hydropower Plant
2003
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132/

133/

134/

135/

136/

137/

138/

139/

140/

141/

142/

143/

144/

http://www.bsepb.gov.cn/cms/2006/9-7/101842.html

Colourful Yunnan NetThe information about completion report of the tiao
Hydropower projectdated 22 June 2007
http://www.7c.gov.cn/color/DisplayPages/Contentlagp455.aspx?contentid=9212
Sina NewsThe information about Nantinghe Hydropower P, 30 December 20l
http://news.sina.com.cn/c/2004-12-30/09444669685sls

Dehong tuanjie newspapére information about the operation of mengdianhe
hydropower plantdated 30 December 2004
http://www.dhtjb.com/Htm|/20041230111017-1.html

Ministry of Commerce of China NeThe introduce of the Yinjiang Xingyun company
of Yunnandated 30 May 2008
http://dehongzhou.mofcom.gov.cn/aarticle/jigou/20020080505566733.html

Yunnan Government Websit€he information about th&Xima Xingyun Aluminium
Factory Hydro projectdated 28 July 2008
http://xxgk.yn.gov.cn/canton_model2/newsview.asgx2B2977

South Design & Research Institute rThe news about the Chongjianghe hydropc
project FSR has been approveited 12 November 2003
http://www.giwp.org.cn/index.do?act=mess&modu=123&s-1

Yunan Baoshan Supahe Hydropower Development ConetdThe news about
Wunihe hydropower project ready for application Y4€S validationdated 26 August
2009

http://www.ynsph.com.cn/information/1571.whtml

NDRC: TheMengdianhe " Hydropower Project has beeipproved by NCRC fc
CDM application dated 4 September 2007

http://cdm.ccchina.gov.cn/WebSite/ CDM/UpFile/Fil&¥4pdf

Beijing Tianging Power International CDM Cotigyg Co., Ltd: Notification on
stakeholder consultation meeting for Xiashilong ropdwer VER projec¢t25 August
2007
http://cn.tgcdmchina.com/news/guanyuyunnanshenggmeanxianxiashilongshuidianzh
angongchengshengingxiangmuzhaokailiyixiangguaniaoghuiyidetongzhi.shtml
Weishan Government Websitthe 10" Five-year development planning on Wenshan
power, dated 12 October 2008
http://km.xxgk.yn.gov.cn/canton_model24/newsviewx&@sd=230735

Yunnan News NetThe news on the special check and accept for water soil
conservation of Nanting River Hydropow@8 November 2005
http://www.ydxw.cn/showinfo.asp?id=25717

News Center of Sina Ndflaomaotiao hydropower station providing the elegtyi to
Vietnam dated 4 August 2005
http://news.sina.com.cn/c/2005-08-04/092766086 h8sls

Finance and Economics of Sina NEte information about the tariff of the electricity
delivering to the Vietnajated 12 March 2009
http://money.finance.sina.com.cn/corp/view/vCB_AlltinDetail.php?stockid=6009
95&id=399715

China rural hycopower information neThe 1(" Five-Year’ layout and the status
hydropower development in Yunnan Provijrdated 19 July 2002

(th
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145/

146/

147/

148/

149/

/50/

151/

152/

153/

154/

/55/

3.1.2
156/

157/

3.1.3
158/

159/

http://www.shp.com.cn/news/info/2002/7/19/17401 655

Xinhua net:Qujing government supports the main industry prigjetated 29 July 2003
http://www.yn.xinhuanet.com/newscenter/2003-07/@8tent_757181.htm

Henging county government i: The information about the improvement of Hec
county after reform and open of Chinted1l December 2008
http://www.ynf.gov.cn/canton model19/newsview.asgx265092

Chinaccm netThe policy of the foreign industry in Chindated 18 June 2003
http://www.chinaccm.com/40/4011/401104/news/20080681219.asp

Yunnan Xingnong Information NeBrief introduction on Zhangwo hydropower
project 7 March 2005
http://www.ynnw.gov.cn/Modules/Document/InfoShovwpa®kid=8783

Dehong Prefecture Governmemiotice on on-grid tariff of Dehong Prefecture
Dezhengfa [2003] No. 367, 17 December 2003
http://xxgk.yn.gov.cn/canton_modell2/newsview.ashx?64269

Yunnan Dehong Power Co., Ltd. & Deyuan ElecRPower Development Co., Ltd.:
Agreement of Grid Access of Yunnan Mangli Hydropd®veject, 16 May 2005

Land and Resources Bureau of Yunnan ProviRecetiminary Opinion on the land
expropriation of Yunnan Mangli Hydropower Proje27, April 2006

Resettlement Office of Dehong Prefectuig@proval for the resettlement scheme of
Yunnan Mangli Hydropower Proje@3 April 2006

People’s Government of Dehong Prefectéyeproval for the land use and flooding
compensation ofunnan Mangli Hydropower Project June 2006

People’s Government of Luxi City and Datang ngla Hydropower Development
Company Limited: Agreement on the lump work for the land expropomtiand
flooding compensatiqri5 July 2008

Statistic Bureau of Yunnan Provinddatioinal Economy and Social Development
Statistic Bulletin for 2008 in Yunnan ProvindeFebruary 2009
http://lc.xxgk.yn.gov.cn/tjjxxgk model/newsview.and=730276

http://lc.xxgk.yn.gov.cn/tjjxxgk_model/newsview.afd=730273

Letters of approval
National Development and Reform Commission £Ddf China): Letter of approval
dated April 2009

China CDM websiteNotification on getting the LoA of Yunnan Mangliddypower
Project by NDRCdated 24 April 2009

http://cdm.ccchina.gov.cn/web/NewslInfo.asp? Newsks23

Minister of Economy, Trade and Industry (DNAJapan):Letter of approvadated 6
July 2009

DNA fo Janpan: Approval for Yunnan Mangli Hydropawrojectby Japanese DNA.
http://www.kyomecha.org/dbproject/List_of JP.php

Methodologies, tools and other guidance by the CDMxecutive Board
CDM Executive Boardvalidation and Verification ManuaMersion 1.2

CDM Executive BoardBaseline and monitoring methodology “Consolidatesddine
Page 6
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methodology for grid-connected electricity genematifrom renewable sources”
ACMO0002 version 12.1.0

/60/  CDM Executive Boardfool for the demonstration and assessment of ahditity,
Version 5.2, EB 39 Annex 10, dated 26 August 2008

/61/ CDM Executive Boardfool to calculate the emission factor for an elity system,
Version 2.1, EB 50 Annex 14, dated 16 October 2009

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

163/ CDM Executive BoardGuidelines on the assessment of investment analysision
3.1, EB 51 Annex 58, dated 15 January 2010

/164/ CDM Executive BoardGuidelines for the reporting and validation of plalvad
factors, Version 01, EB 48 Annex 11, dated 17 July 2009

/65/ CDM Executive BoardGuidelines for completing the project design docath{€DM-
PDD) and the proposed new baseline and monitorireghodologies (CDM-NM)
Version 7

/66/  IPCC: 2006 IPCC Guidelines for National Greenhouse Gageltories Reference
Manual,2006

167/ CDM Executive BoardGuidance on the demonstration and assessment of pri
consideration of the CDWersion 3, EB 49 Annex 22, dated 11 Septembe®200

168/  CDM Executive Boardnformation note on the highest tariffs appliedthg executive
board in its decisions on registration of projeatsthe People’s Republic of China
version 01, dated June 2010

3.1.4 Documentation used by DNV to validate / cross-checkhe information

provided by the project participants

/69/  State Power Corporation of Chirlaterim Rules on Economic Assessment of Electrical
Engineering Retrofit Project8eijing: China Electric Power Press, 2003

[70/ Ministry of Water Resources of People’s RepublicGifina: Economic Evaluation
Code for Small Hydropower Projects (SL16-%ted 2 June 1995

/71/ DNV & CWEME: CDM validation contractsigned on 11 November 2008 (CWEME)
and 25 February 2009 (DNV)

/72/  National Bureau of Statistics and NDRChina Energy Statistics Yearbook 2006 to
2008

/73/  Compiling Committee of China Electric Power YearksdChina Electric Power
Yearbook 2004 to 2008

[74/  Compiling Committee of China Water Resourceafeok: China Water Resource
Yearbook 2006 to 2008

[75/  National Development and Reform Commissigatification on Determining Baseline
Emission Factor of China’s Gridlated 2 July 2009
http://cdm.ccchina.gov.cn/WebSite/ CDM/UpFile/Filé34pdf
Annex 1:http://cdm.ccchina.gov.cn/WebSite/CDM/UpFile/Fil&23doc

[76/  Ministry of Water Resources of Chindydrological Calculation Norms for Small
Hydro Power (SL77-94p% April 1994.
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177/

178/

179/

180/

181/

182/

183/

184/

185/

186/

187/

188/

189/

Ministry of Water Resources of Chindydro energy Design Code for Small Hydro
Power Projects (SL76/943 March 1994.

State Council:Notice on IssuingElectric Power Sector Reform Programm#0
February 2002

http://www.competitionlaw.cn/show.aspx?id=3409&ci®=

State CouncilApproval for Implementing the Innovation SchemEglettricity System
11 April 2002

http://www.ndrc.gov.cn/xwfb/t20050708 28096.htm

State Council OfficeNotice on Strictly Prohibiting the Installation ®hermal Power
Plant with the Capacity less than 135 MDécree No.: 2002.6, dated 15 April 2002
http://www.gov.cn/gongbao/content/2002/content_@&LABN

State Councilimplementation Rules for Law of the People's Repulfl China on
Enterprise Income TaxState Council Order No. 512, dated 6 December 20@ put
into effective from 1 January 2008

http://www.gov.cn/zwgk/2007-12/11/content 830648 ht

State Tax Bureau and Ministry of Finandeterim Regulations of the People’s
Republic of China on Value Add TaState Council Order [1993] No.134, dated 1
January 1994

http://www.js-n-tax.gov.cn/Pagel/Statute Detail. &ptatute|D=2439

State CouncilProvisional Regulations of the People's Republi€biha on Urban
Maintenance and Construction Tadated 08 February 1985

http://www.gov.cn/banshi/2005-08/19/content 248fiv.h

State CouncilDecision on the Revision ofProvisional Regulations of the Peopl
Republic of China on Educational Surtaxdated 24 September 2005
http://wiki.mbalib.com/wiki/%E6%95%99%E8%82%B2%E 998884%E5%8A%A0
State Tax Bureawotification on determination of residual rate fenterprise fixed
asset dated 14 September 2005

http://www.chinatax.gov.cn/n8136506/n8136563/n8B4348193526/n8194270/8245
508.html

China Power NetSuccessful Damming achieved by Datang Mangli HRtnwer
Station dated 3 December 2007
http://www.chinapower.com.cn/article/1104/art110228p

Sinohydro Bureau 8 Co., LtcConstruction records on Mangli hydropow
engineeringdated 12 September 2009
http://8j.sinohydro.com/Web/News/NewsShow.asp? D46

National People’s Congred3ecision on the revision of the Renewable Energy bh
the People’s Republic of Chinalated 26 December 2009 and effective on 1 April
2010.

http://www.imau.edu.cn/special/show.php?itemid=208

UNFCCC websitetnformation of Maguan Daliangzi Hydro Power Projéoef.0791,
the first registered hydropower project in Yunnaovihce), registered on 18 March
2007

http://cdm.unfccc.int/Projects/DB/DNV-CUK1165304198/view

Chinese Broadceing Ne: Information on the commission of Zhangwo Hydrogo
Plant, 7 February 2006
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http://news.sina.com.cn/c/2006-02-07/09548142580sls

/90/  UNFCCC websitdnformation of Fujian Zhangpu Liuao 30.6 MW Wind\rRo
Project(ref.0388), registered on 27 July 2006
http://cdm.unfccc.int/Projects/DB/DNV-CUK114597891%/view

/91/ China Datang Corporation Yunnan Branépplication of investment on Mangli
hydropower project26 May 2007

192/ CWEME:IRR calculation spreadsheet for Yunnan Mangli Hydwwer Project based
on the installed capacity of 30 MW

Main changes between the version published foBthdays stakeholder commenting period
and the final version submitted for registration:

1. Changes related to the CAR and CLs indentified MM draft validation report;
2. The version of applied methodology ACMO0002 was updato the latest version
12.1.0;
3. The version of “Tool to calculate the emission ¢eidior an electricity system” was
updated to the latest version 2.1.
4. The geographical coordinates of the blocking damewshanged from X°¥" to
decimal format.
After reviewing the revised PDD (version 02 date®l @Recember 2010), DNV issued this
final validation report and opinion.

3.2 Follow-up interviews with project stakeholders

On 28 October 2010, DNV auditors Mr. Lin Wu and Mgang Guolian visited the project
site of Yunnan Mangli Hydropower Project in LuxitZi Yunnan Province of China, and
performed interviews with the project consultanir@hNational Water Resources & Electric
Power Materials & Equipment Co., Ltd., the projestner Datang Mangli Hydropower
Development Company Limited and local stakeholdenesolve the issues identified during
the desk review. The project has been in operatidhe time of performing the site visit.

The issues discussed during the follow-up interwieave provided in the table below:

Date Name Organization Topic

/93/  2010-10-28  Ms. Li Ying China National Applicability of selectec
Ms. Zheng Yue ~ Water Resources & methodology ACM0002;
Mr. Li Shangze Electric Power Baseline determination of the

Materials & project;
Equipment Co., Ltd. Issues related to the

>
>
>
additionality;
» Common practice analysis;
> Emission reductions
calculation;
> Emission reduction
monitoring plan and project
managemer

194/  2010-10-28  Mr. Luo Xianjun  Datang Mangli > Information of projec
Hydropower construction and operation;
Development > The development of hydro
Company Limited power project in Yunnan

Province the project locate;
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The approval status (inc
EIA, FSR and CDM project
approval);

Project management;
Investment barriers;
Training plan and records;
Emission reduction
monitoring plan;
Consulting process for
stakeholder’'s comments;
Land compensatio
Consulting process fc
stakeholders’ comments;
Impact on stakeholders by the

[95/ 2010-10-28 Mr. Dou Zemin Stakeholders from

Mr. Chen Chexiao local government
Mr. He Lu and local villages

YV V VYV V VVVY

) ] project
Ms. Xiao Li La Ba Compensation of land and
Mr. He other expropriations.

Nongcheng

3.3 Resolution of outstanding issues

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

» It organises, details and clarifies the requirem@nCDM project is expected to meet;
» 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.eTdifferent columns in these tables are
described in the figure below. The completed vaiata protocol for the project activity
“Yunnan MangliHydropower Projeétin China is 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 requiremeatgeibeen 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 &gistration.
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Validation Protocol Table 1: Mandatory Requirementsfor CDM Project Activities

Reguirement Reference

Conclusion

The requirements tr

project must meet. or

Gives reference to the legislati
agreement

where th

This

is either aceptable based on eviden

eprovided QOK) or a corrective action request

requirement is found.

(CAR) if a requirement is not met.

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 question 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 Tabl

e 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

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

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

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 reame for CDM validation and

verification.

3.5 Validation team

Type of involvement
0 x ©
= S o
S =12 &
A = ] =
8 °l1s ]9
= c c o 2
|| o|8|=|5§
> e c (7)) ® O
l2 g |2 |2«
x| >|c|a|E| g
%) () o o O
. ) = ] > ] <C
Role Last Name |FirstName |Country |8 | @ | & | @ | F |+
Team leader Lin Wu China VIV vV 4
(Validator)
Assessor Under | Wang Guolian China v v |V
Training
Technical reviewer Dudek Agnes Norway v |V

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

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

The final validation findings relate to the projetEsign as documented and described in the
PDD, version 02 dated 28 December 2010.

4.1 Participation requirements

The project participants are Datang Mangli HydroppWevelopment Company Limited of
China and Sumitomo Corporation of Japan. The hastyRChina) and the Annex | Party
(Japan) meet all relevant participation requiremsent

A letter of approval (LoA) /56/ was issued by DNA Ghina in April 2009, authorizing
Datang Mangli Hydropower Development Company Lichitas project participant and
confirming that the project assists in achievingtainable development. The DNA of Japan
issued the LoA /57/ on 06 July 2009 and authoriBesmitomo Corporation as project
participant.

The letters of approval were received from the gubjparticipants. DNV has verified the
website of Clean Development Mechanism in Chind &itd the website of Minister of
Economy, Trade and Industry (DNA of Japan) /574 aan confirm the authenticity of the
LoAs from China and Japan. DNV considers the fgttge in accordance with paragraphs
45- 48 of the VVM /58].

By verifying the SFSR /4/ and its approval /6/ pdad by the project participant, DNV
considers that the project will not receive any lpuunding from Annex | Party. The
validation did not reveal any information that icaies that the project can be seen as a
diversion of official development assistance (ODdy)ding towards China.

4.2 Project design

The project is located on Mangshi River, in LuxityCof Yunnan Province of China. The
geographic coordinates are east longitude of 98.3a4d north latitude of 24.3083° which
can be confirmed by the SFSR /4/.

The project involves the installation and operatiba new reservoir type hydropower project
with the total installed capacity of 36 MW, whiclraprises of two sets of water-turbine
(rated power of 18.66 MW) and associated gener@stied power of 18 MW). DNV has
checked and confirmed the consistence of all thrarpaters of the turbines and generators
indicated in the PDD /1/ against the parameterthefactually installed equipments, which
can be verified by the nameplates during the sgie. \ihe water-turbines and generators are
produced by Hangzhou Resource Power Equipment |@d., which is a domestic water-
turbine generator manufacturer. Hence, it doesimatdlve any technology transfer from
Annex | party. Based on the sectoral experienaetgbhnology used by the project activity is
widely applied in hydropower sector in China andleas current good practicelt is
expected that the proposed project will supply appately 143 652 MWh net electricity per
year to the CSPG /4/ /50/ when it is full in opematat a plant load factor (PLF) of 46.2%.
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The project boundary includes the project geogiaHocation and the CSPG, which is in
line with the delineation of the grid boundarieguiated by DNA of China /75/.

Being a renewable electricity project, the progdivity will generate greenhouse gas (GHG)
emission reductions by avoiding the £€missions from the electricity generation by fbssi
fuel power projects.

The starting date of the project activity is 30 @008 which is the date of the construction
contract signed /15/. The expected operationatitiie of the project activity is 25 years
according to the SFSR /4/. A renewable creditinggaeof 7 years has been chosen for the
project, starting from 1 July 2011 (or the dateregistration, whichever is later). The
emission reductions are estimated to be 113 18%¢@®@r year and 792 323 t@Oover the
first seven-year crediting period.

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 baseline methodology for grid-conngcte
electricity generation from renewable sourtés9/. The applied baseline methodology is
justified as it has been demonstrated that theqgseg project activity fulfils the following

criteria:

- The project is a grid connected renewable poweeiggion activity from hydropower
plant with a new reservoir, and the power densftghe project is 12.1 W/m/4/,
which is greater than 4 W/n

- DNV was able to confirm through the validation bétSFSR and the site visit that the
project is a newly built hydropower plant, and #fere the project does not involve
switching from fossil fuel to renewable energyra project site /4/.

- The project is connected to the CSPG /4/ /50/, dred geographical and system
boundaries are clearly identified and informationtbe characteristics of the grid is
available /75/.

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

4.4 Project boundary

The spatial extent of the project boundary is ¢yedefined as the site of project activity and
the grid system boundaries include all power plasdanected physically to the CSPG
including Guangdong, Guangxi, Guizhou and Yunnawegyogrids, to which the project is
connected. This is in line with the delineationgoid boundaries as provided by the DNA of
China /75/.

Emission sources and gases included in the pro@etdary are:

GHGs involved | Description

Baseline emissions GO Emissions equivalent to the same quantity of algttr
generated by the project activity, which would h&een
otherwise generated in the fossil fuel intense &
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reflected by the grid emission factor.

The grid emission factor is determined ex-ante gs a
combined margin, consisting of combination of the
operating margin (OM) and build margin (BM) of the

CSPG.

=

Project emissions | N/A Project emissions are regarded as zero as thecpisja
renewable energy (hydro source) project and theepow
density is 12.1 W/fgreater than 10 W/m

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

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, whiemeat addressed by ACM0002 (version
12.1.0).

4.5 Baseline determination

The baseline scenario is defined as the followingesthe project activity is the installation of
a new grid-connected renewable power plant/unigeasACM0002version 12.1.0 /59/:

Electricity delivered to the grid by the project wid have otherwise been generated by the
operation of grid-connected power plants and by dhddition of new generation sources, as
reflected in the combined margin (CM) calculatedsatioed in the “Tool to calculate the
emission factor for an electricity system”.

The connected power grid for the proposed progthé CSPG. The CSPG is dominated by
coal-fired power plants. And it is deemed likehatltoal-fired power plants will continue to
dominate the power sector due to the local avditglof low-cost coal. It is expected that
renewable capacity additions will not have sigumifit effects on the mix of the CSPG during
the first crediting period. Therefore, the baselsoenario is the continuation of the current
situation, i.e. to get equivalent supply from theRG.

The approved baseline methodology has been corrapgllied to identify a complete list of
realistic and credible baseline scenarios, andddetified baseline scenario most reasonably
represents what would occur in the absence ofriygoged CDM project activity.

All the assumptions and data used by the projedicgzants are listed in the PDD and/or
supporting documents. All documentations relevantestablishing the baseline scenario are
correctly quoted and interpreted in the PDD. Asdstimmg 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.
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4.6 Additionality

The additionality of the proposed project is dent@ied by applying Tool for the
demonstration and assessment of additiorfaligysion 5.2 /60/ approved by CDM EB.

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

Timeline of project activity implementation

Early in 2006, the proposed project was owned byue Electric Power Development Co.,
Ltd. The initial construction was commenced on 28aDer 2006 /9/ which was four months
after the original FSR got its approval on 27 J@066 /5/. Whereas the unpredictable bad
geological conditions /10/ resulted in the greateasing investment, finally Deyuan Electric
Power Development Co., Ltd ceased the construchiento the fund shortage and unresolved
fundraising (Deyuan Electric Power Development Qdd. was invested by the private
investor), which has been evidenced by the notiicafrom the supervision company /11/.
DNV has also verified the publicly available infaation from the construction company
website /86/ and can confirm it is the case.

Afterwards, China Datang Corporation Yunnan Braaas interested in the project as the
first successfully registered CDM hydropower projecYunnan province took place on 18
March 2007 /88/. Furthermore, China Datang Corpomatthe parent company of China
Datang Corporation Yunnan Branch) has successfiistration CDM project in wind power
sector in July 2006 /90/. All of these enforcedittmnfidence to consider that the CDM
revenue may improve the project’s financial atikemtess. Hence, on 26 May 2007, the
“Application of investment on Mangli hydropower pgot” was raised by China Datang
Corporation Yunnan Branch to China Datang Corpornat®1/, in which it was clearly stated
that the financial unattractiveness of the Mangtinopower project, and the intention to seek
CDM support to improve financial benefit of the posed project. It was also emphasized in
the “Application” that the construction was susmhslue to fund shortage and unresolved
fundraising. Subsequently, “Assignment agreementhenshareholding of the project” was
signed between China Datang Corporation Yunnan drasnd Deyuan Electric Power
Development Co., Ltd. on 7 August 2007 /13/, inethall the rights and interests of Deyuan
Electric Power Development Co., Ltd. were transféno the later registered Datang Mangli
Hydropower Development Company Limited as shardsn@Datang Corporation has 51%
shares). After assessment on the project charstitsrithe project owner Datang Mangli
Hydropower Development Company Limited decided rtoréase the installed capacity to
optimize water resource utilization; considering thdditional investment cost due to the
increased installed capacity and unfavourable aggocdl conditions, the project owner
commissioned Kunming Survey and Design Institut®Vatter Conservancy and Hydropower
in April 2008 to compile the Supplementary Feagipibtudy Report (SFSR) /4/, which was
further approved by Development & Reform Commissimhn Yunnan Province on 21
November 2008 /6/.

Starting date of the project activity:

According to the “Glossary of CDM terms”, for the&aumstances in which an investment
decision is taken and the project activity impletaéon is subsequently ceased, if such
project activities are restarted due to considenadif the benefits of the CDM the cessation of
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project implementation must be demonstrated by meain credible evidence such as
cancellation of contracts or revocation of governtrermits. DNV has assessed and verified
the evidences and timeline for the starting dathefproject activity as follows:

- Original construction was ceased on 29 January 2007
- The re-construction contract was signed on 30 2008 /15/;

- The construction of the project was permitted tetag by Supervision Department of
Sichuan Ertan International Engineering Consul@ug, Ltd on 2 July 2008 /16/;

- The purchase contract of water-turbine generatquspenents was signed on 18 August
2008 /17/.

Thus according to the definition for the startiregedof a CDM project activity in the terms of
paragraph 67 of EB 41meeting report, the date of the re-constructiomraat signed on 30
June 2008 was considered by DNV as the projeatipcstarting date.

The agreement was signed between China Datang @tigo Yunnan Branch and Deyuan
Electric Power Development Co., Ltd., in whichthk rights and interests of Deyuan Electric
Power Development Co., Ltd. were transferred to luwer registered Datang Mangli
Hydropower Development Company Limited as sharég. /th light of the definition of
“Glossary of CDM terms” for the start date of a COdvbject activity, the start date shall be
considered to be the date on which the projectigygant has committed to expenditures
related to the implementation or related to thestrorction of the project activity itself. DNV
considered that the shareholding transfer was mtated to the implementation or
construction of the project activity, just sharesnsfer from the original company to new
company. After that, the new company Datang MaHigiiropower Development Company
Limited took over the project as a separate legttyeto proceed with the implementation of
the project. Hence, DNV considers the date of #ieanstruction contract signed on 30 June
2008 was more appropriate as the project startute.d

Even if the date of 7 August 2007 was consideredthas project starting date, prior
consideration of the CDM can be justified as shdwelow under “Prior CDM consideration”.
Also, if August 2007 was taken as the project stgridate, DNV can substantiate the
suitability of the input values at this time of @stment decision in line with paragraph 6 of
EB 51 Annex 58. The input parameters used exceptetactricity tariff in the financial
analysis of this project are taken from the origif&R developed by Kunming Survey and
Design Institute of Water Resources and HydropowerApril 2005 and approved by
Development & Reform Commission of Yunnan Provinooe27 June 2006 /5/. The electricity
tariff used in the original FSR was the assumedesdiom inverse calculation to reach the
project-IRR benchmark of 8%, and hence only anrassiwalue. The electricity tariff used in
the financial assessment was thus derived frontatfié approval issued by local government
on 17 December 2003 /49/, which was the latedff @vnilable before 7 August 2007. The
input parameters used in the financial analysistbas be considered by DNV as information
provided by an independent and recognised source.

According to EB’sGuidelines on the assessment of investment andf&isDNV assessed
the financial parameters used to calculate theeptdjiRR provided in a spreadsheet, and
detail assessment for critical parameters has beethe following section 4.6.3. The
calculations were verified and found to be corfegtDNV. The project IRR without CDM
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revenues is 3.14% (this evidence has submittedlyoivith updated validation report) /92/,
which confirms that the project in the absence @MC benefits and compared to the
benchmark is not financially attractive.

Hence, DNV confirms that even the project startiage was identified as 7 August 2007, the
project has been seriously considered as a CDMegrgyrior to the time of investment

decision to proceed with the project, and the ptoyeas also financial unattractive without
CDM benefits based on the input value at the tifnevestment decision.

Prior consideration of CDM:

The project starting date of 30 June 2008 is beZod@igust 2008. Thus, in line with the latest
the CDM guidance /67/ the prior consideration of NCOor the project activity was
demonstrated as follow:

- On 26 May 2007, the “Application of investment oraingli hydropower project” was
raised by China Datang Corporation Yunnan Brandbhima Datang Corporation /91/,
in which it was clearly stated that the financialatiractiveness of the Mangli
hydropower project and this could be improved bgksgg CDM support for the
proposed project (referring to the evidence suleaifpintly with the validation report
version 3 dated 28 September 2011). After Septen#i¥)7, Datang Mangli
Hydropower Development Company Limited operatechaseparate legal entity to
execute the project activity, including the formaécision as the executant to
determine CDM development for the project madet@ntioard meeting on 21 June
2008 /14/. Hence, DNV can confirm that the CDM pronsideration for the project
has been taken by the different project executaaach two stages;

- The SFSR was prepared by the third party KunmingyeSuand Design Institute of
Water Conservancy and Hydropower in April 2008 id/which the CDM revenue
was considered in the investment analysis, and thenSFSR was approved by
Development & Reform Commission of Yunnan Proviooe21 November 2008 /6/;

- The decision to determine CDM development for thgjget was made on the board
meeting on 21 June 2008 /14/;

The relevant evidences have been provided andiegdify DNV which can justify prior to
the time of decision to proceed with the projedi\MDcan confirm that the proposed project
has been seriously considered as a CDM project fwithe time of investment decision to
proceed with the project.

Continuous efforts to secure CDM status:

Since the project starting date of 30 June 20®®fisre 2 August 2008, as per the latest CDM
EB guidance /67/ it is also requested to subst@ntiat the continuing and real actions have
been taken to secure CDM status for the projepaiallel with its implementation. Thus the
following activities are assessed:

- The initial CDM consultant contract was signed kedw China Datang Corporation
Yunnan Branch (the parent company of Datang Mamtydropower Development
Company Limited) and Yunnan CDM Technology Sen@anter on 25 June 2007 /12/,
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- The project owner signed another CDM consultanttrech with CWEME on 28 June
2008 after they terminated the cooperation with YamCDM Technology Service Center
119/,

- The CDM validation contract was signed between CVEE&hd DNV on 25 February
2009 /711,

- The Emission reduction purchase agreement wasdigeieveen CWEME and Sumitomo
Corporation on 26 February 2009 /20/,

- PDD was published for global stakeholder consutatirom 3 August 2010 on the
UNFCCC website.

Since there were no gaps of more than two yearweeet initiatives by the project
participants to secure CDM status, DMV can concltidd continuing and real actions have
been taken to secure CDM status for the projectipct

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 /67/.

4.6.2 ldentification of alternatives to the project activity
Four alternative baseline scenarios for the pra@etvity have been suitably identified as:

a) The proposed project itself, but not undertakea @OM project activity;

b) Construction of a coal-fired power plant with eclaent installed capacity or annual
electricity generation;

c) Construction of a power plant using other renewalergy, such as wind and biomass
power plant with equivalent installed capacity onaal electricity generation;

d) Equivalent electricity service provided by the CSPG
DNV considers the listed of alternatives to be itrledand complete.

Alternative a): The construction of hydro powerrlas in compliance with China Renewable
Energy Law, regulations and policies /87/;

Alternative b): This scenario is not consistent hwihe regulation Notice on Strictly
Prohibiting the Installation of Thermal Power Geagon Units with the Capacity of 135 MW
or below /79/. Considering the same annual power generation dgpabie alternative
baseline scenario for the project should be a ficad-power plant with installed capacity less
than 30 MW. However, thermal power plants with gamty less than 135 MW are
prohibited to be built in areas covered by larg&gyrsuch as provincial grid. Hence,
alternative b) can not be considered as a reaésticcredible alternative;

Alternative c): Other renewable energy sourcesh g solar PV, geothermal, biomass and
wind have been eliminated from the baseline amalyBNV was able to verify other
renewable energy sources are either not commsraiible at present /2223/ /24/ or not
available /25/ in the geographical area of the gubjAlternative c) is thus not a likely
alternative;

Alternative d): This Alternative is also in complize with Chinese legal and regulatory
requirement.
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Hence, DNV can confirm that it has been adequatelyonstrated that alternative a) and d)
are the alternatives consistent with current lang gegulations as potential alternatives and
thus will be discussed at the next steps.

4.6.3 Investment analysis

Choice of approach

Since the proposed project generates financialemwhomic benefits through the sales of
electricity other than CDM-related income and thiéeraative does not involve any
investment, a benchmark analysis is applicable.

Benchmark selection

According to thelnterim Rules on Economic Assessment of ElectEcajineering Retrofit
Projects/69/, in China, a project IRR of 8% (after tax) the total investment of a project is
regarded as a benchmark for investing in the pamarstry.

DNV was able to confirm this is suitable and readia as following:

1. This benchmark was determined by the nationalimidtration of this industry in China
169/;

2. This benchmark is for project and after tax #melinvestment analysis for this project is
for project and after tax also;

3. This Interim Rules on Economic Assessment otfEltmal Engineering Retrofit Projects
169/ is referred to the risk premiums of hydropowsaject.

Therefore, DNV is able to confirm the benchmark88t (after tax) is applicable for this
project.

Input parameters

The input parameters used in the financial analgbithis project are taken from the SFSR
developed by Kunming Survey and Design Institut&\@ter Conservancy and Hydropower
in April 2008 and approved by Development & Refd@mmmission of Yunnan Province on
21 November 2008 /4/. The input parameters usethenfinancial analysis can thus be
considered as information provided by an indepehded recognised source. The SFSR is
deemed reasonable to be as the basis of the inmestiacision to restart the implementation
of the project because in which the incentives ftbe CDM accruing from continuation of
the investment is taken into account. As mentioabdve, the date 30 June 2008 of
construction contract signed is considered as thggt starting date after the construction
was resumed. According to EBGuidelines on the assessment of investment anadB&is
any expenditures occurred prior to the decisioprtreed with the investment in the project
will not impact the final investment decision asclsiexpenses sunk costs which remain
unaffected by the decision to proceed or not wifit@ect activity. For the proposed project,
the expenditures incurred prior to decision to neceence the project are 31.1 million RMB
as per thassignment agreement on the shareholding of thegrd3/. By verifying the IRR
spreadsheet, it can be confirmed that the sunksdoas$ been deducted from total static
investment, which resulted in the increasing ofjggblRR from 3.33% to 4.46%, and is
deemed to be conservative.
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DNV compared the input parameters for the finanaralysis included in the PDD (version
02 of 28 December 2010) /1/ with the parametertedtin the SFSR /4/ and the value
presented in thassignment agreement on the shareholding of thee@rd 3/, and was able
to confirm that the values applied in the PDD arasistent with the values stated in relenvat
documents.

The SFSR was completed on April 2008 /4/and thug two months prior to the decision to
proceed with the project activity (i.e. the stagtiotate of the project activity) which was on 30
June 2008. The SFSR was further approved by Denwdop & Reform Commission of
Yunnan Province on 21 November 2008 /6/. Given #tiert period of time between
finalization of the SFSR and the decision to prdcegh the project activity, it is unlikely in
the context of the project that the input valueuuldohave materially changed. It is thus
reasonable to assume that the SFSR has been tiseobdise decision to proceed with the
investment in the project.

The input parameters used in the financial analysse compared with data reported for
other registered CDM hydropower projects in YunnBrovince with similar power
production capacity®50% of the installation capacity of the proposedigut) as shown in
Table 1 below.

Table 1. Comparison of financial indicators betwebr registered hydro power CDM
projects in Yunnan Province (18 MW to 54 MW)

Percentage of
annual O&M
Installed Investment per ) .
Ref Project capacity KW costs relative | Tariff
(MW) (RVB) to the total (incl. VAT)
static
investment
2828 Yunnan Kunming Dongchuan Xiaoging River 24 83.8 2.31% 0.178
2625 Yunnan Maguan Laqi Hydropower Project 50 4871 2.27% 0.190
2874 S|de_he 24.8MW Hydropower Project in Yunnan 24.8 47238 2.99% 0.180
Province
2815 Yunnan Y|ngj|ang B|ng|a_1ngj|ang Shizishan 24 592796 2.56% 0.175
Hydropower Station Project
Houpayan Hydropower Project in Qiubei County
2859 Yunnan Province, China 24 6238.3 1.40% 0.212
2080 Blngl_ang River Tucang Hydropower station in Yunnanh 35 35478 3.97% 0.164
Province
2376 Yunnan Tengchong Longchuan River Stage | 24 6417.9 2.95% 0.205
Hydropower Plant
Expansion Project of Sanjiangkou Hydro-electric Bow
2075 Station in the reach of Supa River, Yunnan 32 5382.8 4.11% 0.162
Province, China
2048 Lufer_1g 36MW Hydropower Project in Yunnan 36 5500.5 2 68% 0.215
Province
2010 Eraocvr;rl:gge 50 MW Hydropower Project in Yunnan 50 4890.2 1.85% 0.178
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2086 Yunnan Gangquhe No.1Hydropower Project 60 6281 2.71% 0.215
1862 \P(tg}ggtn Lushui County Laowohe 25MW Hydropower| 25 4114.8 2.94% 0.140
1605 gm]kf 24MW Hydropower Project in Yunnan Provin €54 5975.0 214% 0.160
1388 Yunnan Dali Yang_er 49.8 MW Hydropower Project| 49.8 7548.9 1.60% 0.215
1102 Yunnan Heier 25MW Hydropower Project 25 4 600. 8.66% 0.212
0791 Maguan Daliangzi Hydro Power Project 32 5868. 2.04% 0.159
2030 Fugong Mukeji Hydropower Project 315 6 185.7 1.27% 0.180
2050 g?;ir:)gg]ri—La Langdu River 1st Level Hydropower 216 40742 2.31% 0.140
2054 gPsirégnri—La Langdu River 2nd Level Hydropower 295 41515 2.98% 0.140
2057 gtmaatir:)g?]ri-La Langdu River 4th Level Hydropower 24 39843 2530 0.140
2144 Lijiang Wulanghe Secondary Hydropower Project 32 4851.9 3.45% 0.176
2199 48MW Duduluo River Hydroelectric Power Plant 8 4 4136.9 2.97% 0.151
2624 Baoshan Supahe Chaoyang Hydropower Station 40 6 959.2 2.07% 0.205
2688 Fugong Labuluo Hydropower Project 24 4920.8 2.62% 0.180
2690 Shangri-La Xinglonghe Cascade Hydropower Btoje | 24 5105.5 2.88% 0.155
2037 Yangliutan Hydro Power Project 54 7 373.0 6%8 0.215
1074 Yunnan Yingjiang Nandihe Hydro Power Project 0 2 6 596.5 1.96% 0.207
1995 Guangnan Shangshilong Hydro Project 20 4032.0 3.24% 0.200
3357 Yunnan Ma’er Hydro Power Project 24 4102.5 57% 0.160
4233 Yunnan Sigangli 18.9MW Hydro Project 18.9 631 2.11% 0.180
The following registered projects are located i@y Prefecture, Yunnan Province.

2016 ;;;r:iréa:]n Yingjiang Xiangbai River Zhina Hydropower 21 40838 2.92% 0.152
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2052 Yunnan Yingjiang Wakuhe Hydropower Station 51 5544.7 2.65% 0.180
2106 Yunnan Lianghe Hulukou Hydropower Station 20 744.5 3.12% 0.158
2116 Yun_nan Yingjiang Mangya River 1st Hydropower 24.9 6 050.2 2.49% 0.161
Station
2150 Yunnan Langwaihe Hydroelectric Power Station 5 4 3633.0 3.12% 0.145
2803 Yunnan Y|ngj|ang Blngla_\ng River Mengnai 24 49417 2.90% 0.164
Hydropower Station Project
0.15 (dry
period, from
January to
The proposed project 36 742772 2.21% May);
’ ’ 0.210 (wet
period, from
June to
December)

“The sunk cost is included in the value, and thestwment per KW will be 6563.25 RMB after the
deducting the sunk cost.

Total staticinvestment

The total static investment used in the financizlgsis of the project was 267.38 million
RMB. The unit cost was compared with the data tkeotregistered CDM projects in the
region. As shown in Table 1, the investment costiW® of the proposed project is 7 427.2
RMB/KW (including the sunk cost, the investment gEY will be 6 563.3 RMB/kW after
deducting the sunk cost), which is within the ranfi¢he value from 3 547.8 RMB/kW to 7
548.9 RMB/KW but on the high side of the range. Sldering the unfavourable geological
conditions at the project site /10/ (also mentiobdve Sec. 4.6.1), DNV considers it is
reasonable.

Moreover, the investment costs were further juatifby cross-checking the costs in the
signed contracts including construction and inatadh, water-turbine generators equipments,
and others /15/ /17/ /18/. The total values in ¢hesntracts have reached to 266.77 million
RMB (excluding sunk costs) which is only 0.2% low#man the estimated total static
investment cost of 267.38 million RMB in the SF3IR Considering the expenditures of 31.1
million RMB (sunk cost) were incurred prior to thevestment decision to restart the
implementation of the project, the actual costudoig sunk cost has exceeded the estimated
total static investment in the SFSR. DNV considisat the total static investment in the
SFSR is reasonable and appropriate.

Electricity Tariff

The applied tariff in the PDD is 0.20 RMB/kWh farydperiod from January to May and 0.15
RMB/kWh for wet period from June to December (inéAT) sourced from the SFSR dated
April 2008 /4/. It is based onNotice on on-grid tariff of Dehong PrefectirBezhengfa

[2003] No. 367 issued by Dehong Prefecture govermraoe 17 December 2003 /49/ which is
the latest tariff available at the time of invest@ecision by the project developer. A
weighted tariff can be calculated to be 0.171 RMBK (time weighted, (0.20*5 months
+0.15*7 months)/12) according to Dezhengfa [2008] R67. It can be found from Table 1
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that all the hydropower projects located in the esaegion Dehong Prefecture has similar
tariff as the proposed project. Therefore, thefftgiidance of Dezhengfa [2003] No. 367
used in the SFSR is deemed reasonable.

It is shown in Table 1 that the range of tariffs @wher similar hydro projects in Yunnan
Province is from 0.140 to 0.215 RMB/kWh (incl. VATJhus, the tariff applied for the
proposed project is within the range of tariffsather similar projects in the same region.
DNV has also verified theltiformation note on the highest tariffs applied thg executive
board in its decisions on registration of projeatsthe People’s Republic of Chih#68/
issued by CDM EB in which the highest tariff fordmg project in Yunnan Province is 0.215
RMB/kWh (incl. VAT). Through introducing this higketariff into the financial analysis of
the proposed project, the IRR becomes 7.63% whistill lower than the benchmark of 8%.

DNV is able to confirm that the tariff of the progeal project sourced from the SFSR is
reasonable.

Annual éectricity output

According to the HMydrological Calculation Norms for Small Hydro Paowd76/ and the
“Hydro energy Design Code for Small Hydro Power Ectg /77/ issued by the Ministry of
Water Resources of China and widely used in Chhmafollowing procedures are applied to
determine the theoretical annual average powerrggoe, which was also followed by the
proposed project:

- The accredited third party Kunming Survey and Desigpstitute of Water
Conservancy and Hydropower calculated the theadetignoff series with widely
used professional application software based odthgears of historical runoff data
(1959-2005) /4f,

- The proposed project is a monthly adjusted resevgiro power and its normal
water height is determined as 849 meters and &d deater height is 839 meters /4/;

- Kunming Survey and Design Institute of Water Comsecy and Hydropower
compared three capacities of 30 MW, 36 MW and 38 MWW finally determined
that 38 MW was most feasible and economical forptitegosed project /4/.

The theoretical annual average power generatiomleiermined based on hydrological
computation with amount of annual precipitatiore tieservoir capacity, and synchronizing
with up and down stream hydro stations, to givetalttheoretical annual generation of be
145 840 MWh for the proposed project as indicatethe SFSR /4/. 100% was taken as the
coefficient of effective electricity supply for thoject. As per the SFSR, the coefficient of
effective electricity is 100%, and the rate of éiedty consumption for internal use and
transmission loss is 1.5%/4/. Based on sectorantigse, DNV can verify that it is reasonable.
Thus, after deducting the self-consumption andstrassion lose, the project is expected to
delivered 143 652 MWh electricity to the grid /4h DNV’s opinion, the calculating
processes for the electricity delivery to the gnid reasonable.

Annex 11 of CDM EB’s 48 meeting report gives a guideline for validationpsént load

factor for renewable energy. There are two optiohsselecting a plant load factor for
renewable energy, namely a) to use plant load fagtovided to the government while
applying the project activity for implementationpapval; b) to use the plant load factor
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determined by a third party contracted by the mtojearticipants (e.g. an engineering
company). Hence according to current CDM regulatibie checking that the values are in
line with the SFSR is deemed sufficient for validatof plant load factor. This was the case
for this project.

Hence, it is concluded by DNV that the estimatetetectricity delivered to the grid from the
FSR is reasonable and acceptable.

Annual O& M costs

The O&M cost may vary by site location, appliedheclogy, operational skill of workers and

regional inflation. The annual O&M costs of the posed project accounts for 2.21% of the
total static investment, which is within the ranfyjem 1.40% to 8.66% of other similar

projects in the region as shown in Table 1. Theeefd can be confirmed that the annual
O&M costs of the project is reasonable and appabgri

The term “other cost” refers to additional prodantiexpenses, administrative expenses and
operating expenses in the O&M costs (exclusive gprelciation, maintenance, insurance,
material, salary and welfare). This definition vesived from the ruleEconomic Evaluation
Code for Small Hydropower Projett& 0/ which was considered as the financing assess
basis and source for preparing the SFSR. In thes/i0/, it is stipulated that the other cost
will be 12 RMB/kW for the hydro power projects witim installed capacity above 12 MW.
DNV has verified that the other cost sourced from $FSR is 12 RMB/KW. Therefore, it can
be confirmed that the “other cost” used for thejgebis appropriate and in line with the
relevant regulation in China /70/. For comparisamrppses, even if the “other cost” was
assumed to be zero, the project IRR without CERmae will be 4.69%, which is still much
lower than the benchmark of 8%. DNV can confirm tileer cost identified in the SFSR is
appropriate.

Tax and Depreciation
(a) VAT

DNV has verified that the VAT is 6% is derived frothe SFSR /4/. This value is in
accordance with the Chinese lamterim Regulations of the People’s Republic ofr@hon
Value Add Tax; from State Tax Bureau and Ministry of Financegedal January 1994 /81/.
DNV considers the VAT value used in the investmemilysis reasonable and in accordance
with the national regulation.

(b) Income tax

The income tax of Yunnan Mangli Hydropower Projiscthosen as 25% that is in line with
the Law of the People's Republic of China on Entseplncome Tax /80/. The income tax
rate is in accordance with the regulation in foatehe time of the investment decision. In
addition, the actual interest payable has beemtake account in the calculation of income
tax.

(c) Surcharge taxes
The tax of city maintenance & construction and edioo is included and calculated as a
fraction of VAT.
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The city maintenance and construction tax rat€4sof VAT and the additional education tax
is 3% of VAT for Yunnan Mangli Hydropower Projedthese two values derived from the
SFSR and also are in line with national regulationShina /82/ /83/.

(d) Depreciation and residual value

The depreciation has been taken into account innte@me tax calculation. The depreciation
period of 25 years is with normal accounting paetf those similar hydropower projects in
China. The residual value of the fixed assets tisesupper limited value as 5%, which is
stipulated by the government /84/. The residualealf the fixed assets has been recovered at
the end year of the operational time in the IRRcwdlation. DNV can verify based on the
relevant regulation and local sectoral expertisg¢ 8% of the residual value is deemed to be
reasonable.

In conclusion, all the input parameters for thisjpct are reasonable and comparative with
other projects in the same region. In addition, dpplying our sectoral competence and
checking the available public data, DNV was abledofirm that the input parameters used in
the financial analysis are reasonable and adequagptesent the economic situation of the
project.

Calculation and conclusion

The project IRR calculations were provided in aespisheet /2/. The calculations were
verified and found to be correct by DNV. An opevatil period of 25 years was used for the
IRR calculation according to the SFSR /4/. The ag#ions used in the calculations were
deemed to be correct by DNV. The project IRR with@IDM revenues is 4.46%, which
confirms that the project in the absence of CDMdfigm and compared to the benchmark is
not financially attractive. With CER revenues theject IRR increases to 10.56%, which is
above the benchmark.

Sensitivity analysis

A sensitivity analysis was carried out for parametontributing to more than 20% of the
revenues or costs in order to check the robustoégte financial analysis. Reasonable
variations of the total static investment, annu&MDcosts, and annual electricity output and
on-grid tariff were checked by calculating the adion necessary to reach the benchmark and
then discussing the likelihood for that to happEme variation necessary for each parameter
to reach the benchmark is indicated in the follatable:

Table 2 - Variation of the parameter to make tlagat IRR reach the benchmark of 8%

Total static Electricity tariff Annual electricity | Annual O&M
investment
(Excl. sunk cost (Excl. VAT) output cost
-28% 37.3% 39.9% -118.5%

1) Total Static Investment

DNV was able to confirm that the reduction by 28%rnvestment costs (excl. sunk cost) is
unlikely to happen. As mentioned above, the toli® of 266.77 million RMB in the signed

contracts provided by PP /15/ /17/ /18/ is veryselto the estimated total investment cost of
267.38 million RMB in the SFSR, in which the expesndor the purchase and installation of
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main equipments and construction exceed the asswaleds in SFSR. According to the
official statistics, the price of industrial proda@and labour cost has increased from 2007 to
2008 in Yunnan Province /55/. So the total investni® not likely to decrease by 28%.

2) Electricity tariff

It was also observed that if the tariff increasgs3.3%, the project IRR will equal the

benchmark. However, the electricity tariff of theoject has been regulated by Dehong
Prefecture government on 17 December 2003 /49th@sariff price is mainly decided by the

government with a general policy of maintaining thaff price stable, DNV considers that

the tariff will remain stable for the project IRRiculation. Therefore, it is unlikely for the

electricity tariff to increase by 37.3%.

3) Annual electricity output

The project IRR will reach the 8% benchmark if eletctricity generation increases by 39.9%.
However, the net electricity generation has bedoutzted based on the water flow data of
the past 47 years (1959-2005) measured by an aexiquhrty and the data reflects the reality
of the electricity generation /4/. Additionally, asnewly built power plant with a monthly
adjusted reservoir, the project’'s power generatihnot fluctuate much through the whole
operational period. Hence, it is highly unlikelyiterease by 39.9%.

4) Annual O&M cost

The project-IRR can reach the benchmark if the ah@&M cost decreases by 118.5%. The
annual O&M cost consisted of material cost, salamgurance cost and other cost. It is
apparently impossible for the hydro power projeghaut the O&M cost during the project

operation, i.e. even when the O&M cost is assuneeblet zero, the project-IRR is 7.48%
which is still below the benchmark.

In conclusion, the investment analysis and selityitassessment have shown that the project
activity is not financially attractive.

Additional assessment on the financial parametersf ¢he installed capacity of 30 MW
Table: Basic parameters for financial analysigristalled capacity of 30 MW

Items Unit Value 823:2(3

Installed Capacity MW 30 FSR
Total investment Million RMB 216.22 FSR
Static investment Million RMB 204.10 FSR
Annual operation hour Hour 4218 FSR
Annual electricity generation MWh 126 540 FSR
Annual electric output MWh 113 380 FSR

Annual elf:rtigg)output(wet MWh 66 138 FSR
Annual electric output(dry MWh 47 242 FSR
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period)
o . Price
VAT(RI/laB“/fI\r/lI\?thwxlxg?period) RMB/KWh 0.15 [dz%%‘g]”s‘z”?t
e . Price
VAT(RMBIMWn, dry period) | RMBIKWR | 0.20 | document
Operational lifetime Year 25 FSR
Income tax rate % 33 FSR
Value-add tax rate % 17 FSR
Residual value rate % 0 FSR
Surtax for education expenses % 3 FSR
city maintenance tax % 1 FSR
Depreciation rate % 4 FSR
Welfare rate % 49.5 FSR
Employee number 32 FSR
Maintenance cost rate % 1 FSR
Insurrance cost rate % 0 FSR
Material cost RMB/kW 5 FSR
Reservoir mintenance funt RMB/KWh 0 ESR
rate
Other expenses rate RMB/kW 15 FSR
Water resources fee rate RMB/kKW 0.002 FSR
Long term interest rate % 6.12 FSR
Total static investment

The total static investment used in the financizlgsis of the project was 204.10 million
RMB. The unit cost was compared with the data dkeotregistered CDM projects in the
region. As shown in Table 1, the investment costiy® of the proposed project is 6 803.3
RMB/kW, which is within the range of the value fr@rb47.8 RMB/KW to 7 548.9 RMB/kKW.
In addition, the unit cost for the installed capaaf 30 MW also seems to be similar as the
value 6 563.3 RMB/kW for the installed capacity36f MW. DNV considers it is reasonable.

Electricity Tariff

The applied tariff for the installed capacity i2@.RMB/kWh for dry period from January to
May and 0.15 RMB/kWh for wet period from June tocBeaber (incl. VAT) sourced from
“Notice on on-grid tariff of Dehong Prefecttiieezhengfa [2003] No. 367 issued by Dehong
Prefecture government on 17 December 2003 /49£ikithe same as the tariff applied for
the installed capacity of 36 MW and has been asdeabove. DNV has also verified the
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“Information note on the highest tariffs applied the executive board in its decisions on
registration of projects in the People’s RepublfaGhing /68/ issued by CDM EB in which
the highest tariff for hydro project in Yunnan Pirme is 0.215 RMB/kWh (incl. VAT).
Through introducing this highest tariff into thedincial analysis of the proposed project, the
IRR becomes 5.41% which is still lower than thedenark of 8%.

DNV is able to confirm that the tariff of the progeal project sourced from the SFSR is
reasonable.

Annual éectricity output

As stated in above assessment on annual electaatijyut for the installed capacity of 36
MW, DNV can confirm that the calculating proces$asthe electricity delivery to the grid
for the installed capacity of 30 MW was also deieed based on hydrological computation
with amount of annual precipitation, the resenaapacity, and synchronizing with up and
down stream hydro stations, to give a total thezabainnual generation to be 126 540 MWh
for the proposed project as indicated in the FSR98% was taken as the coefficient of
effective electricity supply for the project anethate of electricity consumption for internal
use is 0.4%. The project is thus expected to deli/é13 380 MWh electricity to the grid /5/.
In DNV’'s opinion, the calculating processes for thkectricity delivery to the grid are
reasonable. However, in order to further substentize additionality of the project activity,
the coefficient for effective electricity supply tfe project was considered to be 100% and
applied to the calculation of annual output dekgketo the grid of 126 034 MWh. It was
found that even if the coefficient for effectiveeetricity supply was 100%, the project-IRR
without CDM revenues is 4.28%, which is still beldine benchmark of 8% (after tax).
Moreover, by comparing the annual operating hotira18 hours for the installed capacity of
30 MW is higher than 3 990 hours for the installpacity of 36 MW. Hence, DNV
considers the annual electricity output for thetaled capacity of 30 MW is more
conservative.

Annual O& M costs

The O&M cost may vary by site location, appliednieclogy, operational skill of workers and

regional inflation. The annual O&M costs of the posed project accounts for 1.71% of the
total static investment, which is within the ranfyjem 1.40% to 8.66% of other similar

projects in the region as shown in Table 1, and Eiwer than the annual O&M costs for the
installed capacity of 36 MW. Therefore, it can loaformed that the annual O&M costs of the
project is reasonable and appropriate.

For other cose, even if the “other cost” was assutoée zero, the project IRR without CER
revenue will be 3.43%, which is still much loweaththe benchmark of 8%.

Tax and Depreciation

Except income tax, VAT and residual value, otherretes and depreciation period are same
as the values for the installed capacity of 36 MW.
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(a) VAT

In order to encourage the development of smallesbgdro power project (in China, the
installed capacity less than 50 MW is consideredsamll scale hydro project), China
government agreed the project owner to adopt th& WA6% or 17% for the small scale
hydro power project, which as stipulated in th&érim Regulations of the People’s Republic
of China on Value Add Taxfrom State Tax Bureau and Ministry of Financeagedal January
1994 /81/. DNV considers the VAT value used in itneestment analysis reasonable and in
accordance with the national regulation.

(b) Income tax

The Law of the People's Republic of China on Emteegpincome Tax was put into effective
from 1 January 2008 /80/, in which the income taaswhanged from 33% to 25%. The
income tax rate 33% applied for the installed céapasf 30 MW is in accordance with the
regulation in force at the time of the investmertidion. In addition, the actual interest
payable has also been taken into account in tloelledibn of income tax.

(c) Residual value

The residual value of the fixed assets uses 0,wdil®o is in compliance with the rules by the
government /84/. DNV can verify that even the reald/alue of the fixed assets use the upper
limit of 5%, the project IRR without CER revenuellviie 3.33%, which is still much lower
than the benchmark of 8%.

In conclusion, by applying our sectoral competeand checking the available public data,
DNV was able to confirm that the input parametesediin the financial analysis for the
installed capacity of 30 MW are reasonable and aaliedy represent the economic situation
of the project.

4.6.4 Barrier analysis
The barrier analysis is not applied for the praject

4.6.5 Common practice analysis

In China, most policies are promulgated in provah¢evel by combining the national policy
with the region’s condition. In addition, abundavdter resources in Yunnan Province make
this region different from other regions in the espof electricity output, eventually in the
aspect of economic feasibility. It is thus reasdmab select Yunnan Province as scope for
common practice analysis.

The hydropower plants built after year 2002 whem@&@limplemented power sector reform to
establish a more commercialized power market /Z/ehbeen taken into account in the
common practice analysis. It is therefore reas@ntbkthoose project operated after 2002 for
comparison, as these projects can be considerelision the proposed project by operating
under the same policy scheme.

The projects with an installed capacity + 50% (18-M\6W) of the project installed capacity
were considered for the common practice. In additi@according toTool for the
demonstration and assessment of addition#i®/, other CDM project activities are not to be
included in the common practice analysis. Henoe,GDM projects should be excluded due
to the same financial unattractiveness as the geapproject activity.
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Based on the above assumptions in Yunnan Provammmrding to China Water Resource
Yearbook (2006 to 2008Y4/, the information on similar hydropower progetre listed in
Table 2.

Table 2 Similar hydro power stations located in ¥am Province

Installed Construction | Operation Investment
No. Project Name Capacity Starting Starting cost per kW
(MW) year year (RMB/KW)
1 Laodukou Hydro 36 2003 2007 5323
2 Xiashilong Hydro 25 2003 2005 4 320
3 Yanziya Hydro 25 2003 2005 4 800
4 Wuni River Hydro 28 2003 2005 6 071
5 Maomaotiao Hydro 40 2003 2005 3 000
6 Hougiao Hydro 48 2003 2005 6 197
7 Nanting River Hydro 34 2003 2004 4529
8 Mengdianhe (¢ cascade) 33 2003 2004 3818
Hydro
9 Xima Xingyun Aluminium 26 2002 2004 N/A
Factory Hydro
10 Chongjlanghe (Phase II) 48 2003 2006 N/A
Expansion Hydro

Xima Xingyun Aluminium Factory Hydropower Statios the captive station of Yunnan
Yingjiang Xingyun Co., Ltd. /35/. Chongjianghe (Rkall) Expansion hydropower station is
an expansion station in an existing power stat®®./The Wunihe Hydropower Project
which has applied for Voluntary Emission Reductiomsler the VCS Programme /37/. The
Mengdianhe ¥ Hydropower Station Project has been approved byRGICfor CDM
application /38/. Xiashilong Hydropower Station reggplied as a VER project /39/. Therefore
these five projects are not comparable to the mepgroject and excluded from the common
practice.

According to The 13" Five-year development planning on Wenshan powé, the
hydropower station developed under this plan witain national and local support by
appropriate policy, funding, taxation, land acdiosi and resettlement, etc. Nanting River
Hydropower Station and Maomaotiao Hydropower Statwere developed in Wenshan
Prefecture and they were all benefited from thisgpgmme. Further, it can be found that
Nanting River Hydropower project has the higherwairoperation hours (5 726 hours /41/)
compared to the proposed project (4 051 hours);Memiao hydropower project enjoys a
preferable electricity tariff (0.28 RMB/kWh) /436 at takes on the mission of transferring
electricity to Vietnam /42/.

Hougiao Hydropower Station is connected to the Vst Electricity Transmission Projects
and belongs to the China’'s Western Development rRBnoges /44/. Under these two
principals, the hydropower projects developed dpfifth Five-year will obtain national and
local support. Laodukou Hydropower Station devetbpader financial support by the local
government /45/. Yanziya Hydropower Station projescinvested by foreign-capital /45/.
Foreign investment in china enjoys many preferéptidicies /47/.
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In DNV’s opinion, it is sufficiently demonstratethat the project is not a likely baseline
scenario and that emission reductions resulting fifee project are additional.

4.7 Monitoring

The project applies the approved monitoring methagio ACM0002 12.1.0, Consolidated
baseline methodology for grid-connected electriggyeration from renewable source§9/.

The monitoring plan is in accordance with the manilg methodology. The monitoring plan
will give opportunity for real measurements of ast@d emission reductions.

The application of the monitoring methodology @nigparent and DNV considers the project
participants are capable to implement the monigppian.

4.7.1 Parameters determined ex-ante

The combined margin emission factor is determimedante based on the most recent
information available at the time when the PDD veabmitted for validation. Detailed
calculations of the combined margin emission faaterdescribed in the following section 4.8.
The parameters are listed in below table:

Data and Parameters Unit Value Source of data used
applied
Operating margin of CSPG (OM)| tCO/MWh | 0.9987 China Electric Power Yearboqgk

[73/; China Energy Statistical
Yearbook /72/; IPCC 2006 /66{.

Build Margin of CSPG (BM) tCgMWh | 0.5772

Emission factor of CSPG (CM) tGIWh | 0.7879

4.7.2 Parameters monitored ex-post

According to the approved monitoring methodology M@MO02 12.1.0, the following
parameters shall be monitored ex-post:

- The electricity supplied by the project activitytte grid;

- The electricity imported by the project activitpin the grid;

- The electricity imported through backup line frome tgrid;

- The installed capacity of the hydro power plantiathe implementation of the project
activity ;

- The surface area of reservoir at full water levrahe implementation of the project
activity when the reservoir is full.

The power exported to and imported from the CSP@& lvei measured continuously and
recorded on a monthly basis by the bidirectionalemsewith with accuracy grade at least 0.5
installed at the substation of Grid company andjgotosite. In addition, the electricity

imported through backup line from the grid alsodseé be monitored by the meter with
accuracy 2% or higher. Electricity Transaction NaeTNs) will be provided for data quality

control and cross check. All the electricity meteveuld be calibrated annually by an

accredited calibration agency according to theosattequirement.
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The installed capacity will be checked and recordaxhually according to recognized

standards, while the surface area will be meashyeprofessional design institute when the
project activity becomes operational. The data bélarchived at least for 2 years after the
end of the last crediting period by means of etettrand paper backup.

4.7.3 Management system and quality assurance
The following are included in the monitoring plaintiee PDD:

- Description of monitoring system;

- Management structure;

- Quality assurance and quality control;
- Monitoring training.

Detailed procedures have been elaborated in the RIDDThese will be maintained and
implemented to enable subsequent verification aésion reductions.

The application of the monitoring methodology @nigparent and DNV considers the project
participants able to implement the monitoring plan.

4.8 Algorithms and/or formulae used to determine emissin reductions

The emission reductioBR, by the project activity during the crediting petiis the difference
between baseline emissiorBH), project emissionsPE,) and emissions due to leakadg)(
as follows:

1) Baseline emissions: baseline emissidBB,(in tCO,) are the product of the baseline
emissions factorHFgrid.cmy in tCO,/MWh) times the electricity supplied by the project
activity to the grid EG, in MWh).

2) Project emissions: The power density of the propge®ject (12.1 W/m?) is greater
than 10 W/m2. Thus project emissions can be coreides zero according to
ACMO0002.

3) Leakage: No leakage needs to be considered fopriy@osed project activity as per
ACMO0002.

The baseline emission factor for the project isedained ex-ante as a combined margin,
consisting of the operating margin (OM) and builérgin (BM) according to Tool to
calculate the emission factor for an electricitystgni Version 2.1 /61/. The grid emission
factor of the CSPG is determined ex-ante for teats crediting period following ACM0002
version 12.1.0, based on the most recent informati@ilable at the time when the PDD was
web-hosted on 3 August 2010. It has been calculaasd the weighting average
(Wom = 0.5: wgu = 0.5) of the operating margin and the build margin

The data used in the EF calculation is in accordamith data in the China Electric Power
Yearbook from 2004-2008 /73/, China Energy Statssi¥earbook from 2006-2008 /72/ and
the IPCC 2006 default values /66/.

Operating Margin: Simple OM was chosen and this is justified sinaelthw cost /must run
resources constitute less than 50% of total gricegation /73/.

Aggregated generation (sourced from China ElecRmwer Yearbook /73/) and fuel
consumption data (sourced from China Energy SiegiMearbook /72/) are used due to the
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fact that more disaggregated data are not availablthe CSPG (option B). The total
electricity delivered to the CSPG has been usedhwhie obtained from the China Electric
Power Yearbook from 2006-2008 (published annudld/. Country specific data for net
calorific value of each type of fossil fuel are abed from the China Energy Statistical
Yearbook from 2006-2008 /72/ and the IPCC 2006 wiefaalues /66/ for the lower limit of
the 95% percent confidence intervals for LCénission factor of fossil fuels are deemed
reasonable.

The OM is calculated to be 0.9987 t@€MWh. The sources and calculation has been
verified by DNV.

Build Margin: Build margin was determined ex-ante. Because pigmcific fuel
consumption and electricity generation data arepoblicly available in China, the guidance
requested by DNV from the CDM Executive Board fodeviation /62/ of the baseline
methodology of AM0005 has been applied for caléotadf the build margin (BM) emission
factor for this project.

® Use of capacity additions from the years 2005 10728 chosen and reaches 29.01% of
the total installed capacity /73/.

® Use of weights estimated using installed capaaitglace of annual electricity generation.
Thermal power plant accounts for 71.98% of thel toistalled capacity additions in this
period /62/. Since specific data for each technplisgnot available, the fraction of fuels
(coal 93.08%, gas 2.36% and oil 4.56% /73/) wasnesed from the C@intensity for
the fuels used in the CSPG.

® Efficiencies of 38.10% for coal power plants and999% for oil or gas power plants are
defined as the best technology commercially avkalat China by the DNA of China
75l.

Country specific net calorific value of each kinfl fael from the China Energy Statistics
Yearbook 2008 /62/, and IPCC 2006 default valués fir emission factors of each kind of
fuel and carbon oxidization factor are used to Wate the BM in the CSPG. The official
supporting documentation has been verified.

The BM is calculated to be 0.5772 t&IMWh, which was verified by the provided emission
factor calculation spreadsheet /3/.

Combined Margin: The resulting combined margin emission factor @8@9 tCQe/MWh is
fixed ex-ante for the first crediting period.

Emission Reduction:

In summary, the GHG calculations are complete amadsparent, and the data accuracy has
been verified. No other project emission or leakagerces contributing more than 1% and
not mentioned by the methodology have been found.

The annual electricity delivered to the CSPG iseexpd to be 143 652 MWh /4/. Based on
the calculations and results presented in themectbove the implementation of the project
activity will result in an averagex-anteestimation of emission reduction conservatively
calculated to be 113 189 tG®per year for the selected crediting period.

All assumptions and data used by the project ppaints are listed in the PDD and/or
supporting documents, including their references sources. All documentation used by the
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project participants as the basis for assumptioms 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 emissiteekages and emission reductions. All

estimates of the baseline, project and leakages@nss can be replicated using the data and
parameter values provided in the PDD.

4.9 Environmental impacts

An Environmental Impact Assessment (EIA) of thej@cb activity, completed by Yunnan
University in July 2005 /7/, has been conductedeting to Chinese law & regulation. The
potential environmental impacts, such as waste nvaatd sewage, dust and air quality, noise
and soil erosion impact have been sufficiently tded. No significant environmental
impacts are expected from the project activity. Thennan Provincial Environmental
Protection Bureau approved the EIA on 27 Octob@528/.

According to the related laws and regulations ofin€ke government /51/ /52/ /53/, an
agreement on the compensation scheme was signegdrethe local government and the
project participant /54/. During 13 to 14 May 20@NYV visited and interviewed the local
villagers who were affected by the proje®5/. DNV was able to confirm that the
compensation scheme has been implemented baskd oational policies and the agreement
on the compensation scheme through interview vaitiallgovernment officials and villagers
/95/.

4.10 Comments by local stakeholders
The local stakeholder consultation process was uxied through the questionnaires survey
in June 2009.

The project owner visited local stakeholders toembl comments and suggestions. In the
survey, 100 questionnaires were distributed tddbal stakeholders to collect their comments
regarding the impacts by the proposed project @@¥d questionnaires were returned back
from 18 June 2009 to 30 June 2009. All the questors have been provided by PP and
reviewed by DNV. The survey covers people with etiéint walks of life including farmers,
officials, dealers, students and workers. The etitutal level includes primary school, junior
high school, and senior high school level. The syishows that the proposed project receives
support from the local people.

DNV was able to confirm the adequacy of the lodaksholder consultation process by
interview with the invited stakeholders during sitsit /95/.

4.11 Comments by Parties, stakeholders and NGOs

The PDD, version 01 dated 13 July 2010, was maddighp available on the CDM website
(http://cdm.unfccc.int/Projects/Validation/DB/EOWHGBXGTSGWXR5C8X8BSRD6E9D5
B/view.html) and Parties, stakeholders and NGOs were thrauglCDM website invited to
provide comments during a 30 days period from 3usu@010 to 1 September 2010.

No comments were received.

- 00o -
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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 OK
designated national authority of each Party inviblve Art. 12.5a,

CDM Modalities and Procedures §40a

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

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 OK
recorded.

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

About additionality

10. Reduction in GHG emissions shall be additionalry #aat would occur in the Kyoto Protocol Art. 12.5c, cL4
absence of the project activity, i.e. a CDM progdtivity is additional if CDM Modalities and Procedures 843 cL5
anthropogenic emissions of greenhouse gases byesoare reduced below thosg CL6
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Requirement Reference Conclusion
that would have occurred in the absence of thestexgid CDM project activity. GL7
cL8
cLE9
10
cL11
cE33
cL14
cL15
CL16
CL
OK
About forecast emission reductions and environmentampacts
11.The emission reductions shall be real, measuratneyeve long-term benefits Kyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.
For large-scale projects only
12.Documentation on the analysis of the environmeniphcts of the project CDM Modalities and Procedures 837c cL20
activity, including transboundary impacts, shallsodmitted, and, if those impacts OK
are considered significant by the project partiotpar the Host Party, an
environmental impact assessment in accordancepnoitedures as required by the
Host Party shall be carried out.
About stakeholder involvement
13.Comments by local stakeholders shall be 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 minin@®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 Procedig37e OK
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Requirement Reference Conclusion

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/otcsal policies and
circumstances.

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

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

~ Draft
. Concl

Checklist Question 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?

A.2  Description of the project activity (VVM para 58-64)
A.2.1 How was the design of the project assessed? 11/ 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
project activity with emission reductions

MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

. Draft

Assessment by DNV

Final

MoV

not exceeding 15 000 tG®per year. In

this case, DOE may not conduct a physical

site visit as appropriate.
X Greenfield project

How was the design of the project assessed?
X Physical site inspection

X] Reviewing available designs and feasibility
studies

Concl. Concl.

A.2.2 If a greenfield project, describe the physical iempéntation | /1/ DR The project is a greenfield project to generate OK
of the project when the validation was commenced. | electricity and deliver it to the CSPG. The project
has been in operation at the time of validation
commencement.
A.2.3  If physical site visits were performed based ongarg 11/ DR  Not applicable. This is a large scale prbjec OK
(only applicable for bundled small scale projeets;h with
emission reductions not exceeding 15 000 C@er year),
justify the sampling through a statistical analysis
A.2.4 Is the description of the proposed CDM project\igtias 11/ DR | Yes. The description of the proposed projact OK
contained in the PDD sufficiently covers all releva PDD covers all relevant elements which  is
elements, is accurate and that it provides theereaih a consistent with SFSR and provides the reader
clear understanding of the nature of the propodesl C with a clear understanding of the nature of the
project activity? project.
A.2.5 Does the project activity involve alteration of &iig 11/ DR | No. This is a newly-built hydropower projectd OK
installations? If so, have the differences betwmenproject does not involve alteration of existing
and post-project activity been clearly describethsnPDD? installations.
A.2.6 Does the project design engineering reflect curgeod 11/ DR  According to the SFSR prepared by ian OK
practices? 14/ independent third party with rich experience,
Kunming Survey and Design Institute of Water
Conservancy and Hydropower, the project design
engineering was determined based on (the
comparison of several schemes with various
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

Final

MoV

Concl. Concl.

scales. DNV can confirm the project design
engineering reflect current good practices.
A.2.7  Would the technology result in a significantly leett 11/ DR  The project involves installation and operation of OK
performance than any commonly used technologi#sein 14/ | two HLA551c-LJ-262 turbines and SF18-
host country? Is any transfer of technology from Annex- 30/5050 generators manufactured by Hangzhou
| Party involved? Resource Power Equipment Co., Ltd. which is a
domestic enterprise.
The technology applied for the project is mature
and reflects the current good practices in China,
and the transfer of technology from any Annex |
Party is not involved.
A.3 Participation requirements (VVM para 51-54, 123-
125)
A.3.1 Do all participating Parties fulfil the participati 11/ DR Yes. OK
requirements as follows:
China (host) Japan Country Y
a) Party has ratified the Kyoto Proto¢d] Yes [ ] No X Yes [ ] No [] Yes [ ] No
b) Party has designated a Designated National Aitghol<] Yes [ ] No X Yes [ ] No [] Yes [ ] No
c) The assigned amount has been determihetl Yes [X] No X Yes [ ] No [ ] Yes [ ] No
A.3.2 Do the letters of approval meet the following regoients? /1/ DR The relevant evidence needs to be provided ta SL2 OK
156/ - substantiate the LoA of Japan is authentic.
/571
China (host) Japan Country Y
a) LoA confirms that Party has ratified the Kyot@#®col | [X] Yes [ ] No X Yes [ ] No [] Yes [ ] No
b) LoA confirms that participation is voluntaryi<] Yes [ ] No X Yes [ ] No [ ] Yes [ ] No
c) The LoA confirms that the project contributeshie  [X] Yes [ ] No NA NA
sustainable development of the host country?
d) The LoA refers to the precise project activithetin the  [X] Yes [] No X Yes [ ] No [] Yes [ ] No
PDD
e) The LoA is unconditional with respect to (a)dd above [X] Yes [ ] No X Yes [ ] No [] Yes [ ] No
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question : MoV Assessment by DNV
f) The LoA is issued by the respective Party’s D\I Yes [] No X Yes [] No [] Yes [ ] No
g) The LoA was received directly by the DNA or #@ | DNA [X] PP [ ]DNA X PP [ IDNA [] PP

h) In case of doubt regarding the authenticityhef letter of
approval, describe how it was verified that théekeof
approval is authenti

Ref

DNV verified the The relevant
website by Clean evidence needs to
c Development
Mechanism
China, and confirm LoA of Japan is
that the LoA of authentic.
China is authentic.

. Draft

be provided to
in substantiate the

Final

Concl. Concl.

A.3.3 Have all private/public project participants beetharized 11/ DR Yes. A letter of approval (LoA) was issued by OK
by an involved Party? /56/ DNA of China in April 2009, authorizing Datarig
57/ Mangli Hydropower Development Company
Limited as project participant. The DNA of Japan
issued the LoA on 6 July 2009 and authorized
Sumitomo Corporation as project participant.
A.4  Technical description of the project activity (VVM
para 58-64)
A.4.1 Isthe project’s location clearly defined? /1/ DR | Yes. The proposed project is located on Mangshi OK
14/ River, in Luxi City of Yunnan Province. The
geographical coordinates of the blocking dam:are
98°18°52 East longitude and 24°18"3MNorth
latitude which can be confirmed by the SFSR.
A.5 Public funding of the project activity
A.5.1 In case public funding from Parties included in Arn is 11/ DR | The validation did not reveal any informatio OK
used for the project activity, have these Partiesided an indicating that the project can be seen as a
affirmation that such funding does not result ivaersion of diversion of official development assistance
official development assistance and is separate &od is (ODA) funding towards China.
not counted towards the financial obligations afsé
Parties?
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
A-7
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Checklist Question MoV Assessment by DNV DAl el
- Concl. . Concl.
B Application of a baseline and monitoring methodoloy
B.1 Methodology applied (VVM para 65-76)
B.1.1  Does the project apply an approved methodologytlaad 11/ DR  Yes. The approved methodology ACMO0002 OK
correct version thereof? /59/ Version 12.1.0 “Consolidated methodology for
grid-connected electricity generation from
renewable sources” is used for the proposed
project.
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/1/ DR | For power density of the power plant, twoSk=2 OK
following applicability criteria: The project actty results in different values of 13.17 Wfrand 35.72 W/rh
new reservoirs and the power density of the povemtpas were indicated in the PDD. Clarification is
per definitions given in the Project Emissions et is requested to justify the correct one.
greater than 4 W/f@
B.2.2 How was it validated that project complies with the/l/ DR | According to the SFSR, the proposed project is a OK
following applicability criteria: The project actty is the 4/ newly built hydropower plant which also can be
installation, capacity addition, retrofit or reptaeent of a confirmed by the site visit.
power plant/unit of one of the following types: hgdower
plant/unit (either with a run-of-river reservoir oan
accumulation reservoir), wind power plant/unit, deosmal
power plant/unit, solar power plant/unit, wave powe
plant/unit or tidal power plant/unit?
B.2.3 How was it validated that project complies with the/l/ DR | According to the SFSR, DNV can confirm that OK
following applicability criteria: Project activities that /4/ the project does not involve the switching from
involve switching from fossil fuels to renewablecegy fossil fuels to renewable energy sources at the
sources at the site of the project activity site of the project activity.
B.2.4 How was it validated that project complies with the/l/ DR | The project is connected to the CSPG, &md t-GL3 OK
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

following applicability criteria: The geographitic system

Assessment by DNV

14/ geographical and system boundaries are clearly

boundaries of the proposed project can be cledelytified? | /51, identified and information on the characteristics

of the grid is available.

However, as per the agreement of grid access of

the proposed project, the project developer is

inconsistent with the project owner stated in the

PDD. Further clarification is requested for the

difference.

B.2.5 s the selected baseline on of the baseline(syitdeskcin the | /1/ DR The baseline scenario is defined as electricity OK
methodology and this hence confirms the applicgtilf the | /59, delivered to the grid by the project activity would
methodology? otherwise have been generated by the operation

of grid-connected power plants and by the
addition of new generation sources, which
confirms the applicability of the methodology
ACMO0002.

B.3  Project boundary (VVM para 77-79)

B.3.1 What are the project’s system boundaries (compsrerd 11/ DR | Yes. The spatial extent of the project boundsry OK
facilities used to mitigate GHGs)? Are they cleatéfined 14/ defined as the site of the project and all power
and in accordance with the methodology? plants connected physically to the CSPG

including Guangdong Province, Guangxi Zhuang
Autonomous Region, Yunnan Province and
Guizhou Province, to which the project plant will
be connected. There are no significant
transmission constraints amongst the power
plants of the CSPG, nor with the proposed
project. It is DNV’s opinion that the projec
boundary of Yunnan Mangli Hydropower Project
is clearly defined.

B.3.2  Which GHG sources are identified for the projecte®the . /1/ DR The GHG source is GQvhich is in line with the OK
identified boundary cover all possible sourcesduhko the 14/ methodology ACM0002. The identified boundary
project activity? Give reference to documents atersd to /59/ cover all possible sources linked to the proposed
arrive at this conclusion. project activity.

MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question MoV Assessment by DNV :
B.3.3  Does the project involve other emissions sourcés no /1 DR  Clarification is requested to justify which valu €2 OK
foreseen by the methodologies that may question the /59/ of power density in the PDD is correct.
applicability of the methodology? Do these sources
contribute with more than 1% of the estimated eimiss
reductions of the project?
B.4 Baseline scenario determination (VVM para 80-87,
103-105)
B.4.1  Which baseline scenarios have been identified?ddist of /1 DR  Four scenarios have been identified as realistic OK
baseline scenarios complete? /59/ and credible alternatives to the project activity:
a) The proposed project itself, but not
undertaken as a CDM project activity;
b) Construction of a coal-fired power plant
with equivalent installed capacity or annual
electricity generation;
c) Construction of a power plant using other
renewable energy, such as wind and
biomass power plant with equivalent
installed capacity or annual electricity
generation;
d) Equivalent electricity service provided by
the CSPG.
DNV considers the list of realistic and credible
alternatives to be complete.
B.4.2 How have the other baseline scenarios been eligdriat 11/ DR | The baseline scenario has been determined by OK
order to determine the baseline? /59/ ACMO0002.
B.4.3  What is the baseline scenario? /1/ DR = The baseline scenario is electricity delivered t OK
/59/ 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.
B.4.4 Is the determination of the baseline scenario ao@ance 11/ DR! Yes, the determination of the lir@selcenario is OK
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

/50

Assessment by DNV

"in accordance with the methodology ACMO0002.

with the guidance in the methodology?
B.4.5 Has the baseline scenario been determined using 11/ DR | This is not applicable because the baseline OK
conservative assumptions where possible? /59/ scenario is directly determined according to the
methodology ACMO0002 version 12.1.0.
B.4.6 Does the baseline scenario sufficiently take immoant 11/ DR | Yes. The national policy and China’s conditions OK
relevant national and/or sectoral policies, macoremic 122/ were considered in the baseline scenario
trends and political aspirations? 23/ determination.
124/
125/
179/
B.4.7 Is the baseline scenario determination compatilitie thve 11/ DR Yes. The baseline scenario is determined OK
available data and are all literature and sourlezslg compatible with the available data and all
referenced? literature and sources are clearly referenced.
B.4.8 Is the baseline determination adequately documenttge 11/ DR | Yes. the baseline determination has been OK
PDD? adequately documented in the PDD:
e All assumptions and data used by the project ppaits e All assumptions and data including their
are listed in the PDD and related document to be references and sources used by the project
submitted for registration. The data are properly participants are listed in the PDD and
referenced. properly referenced.
e All documentation is relevant as well as correqipted e All documentation used is relevant and
and interpreted. correctly quoted and interpreted.
¢ Assumptions and data can be deemed reasonable e Assumptions and data are justified
* Relevant national and/or sectoral policies and appropriately and can be consideted
circumstances are considered and listed in the PDD. reasonable.
« The methodology has been correctly applied to ifient * Relevant national and/or sectoral policies
what would occurred in the absence of the proposed and circumstances are considered and
CDM project activity listed in the PDD.
The methodology has been correctly applied to
identify the most reasonable baseline scenaria.
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Checklist Question

. Draft

Assessment by DNV

Final

Concl. Concl.

B.5  Additionality determination (VVM para 93-119)
B.5.1 What approach/tool does the project use to assess 11/ DR | The additionality of the project is demonstrated: by OK
additionality? Is this in line with the methodol&gy /59/ applying *“Tool for the demonstration and
160/ assessment of additionality” Version 5.2. Thisnis i
line with theACM0002
B.5.2  Have the regulatory requirements correctly beeartakto 11/ DR Yes. The regulatory requirement, such ldetice OK
account to evaluate the project activity and therahtives? @ /79/ on Strictly Prohibiting the Installation of Thermal
Power Plant with the Capacity less than 135
MW, has been taken into account to evaluate the
project activity and the alternatives.
B.5.3 Is sufficient evidence provided to support thevaiee of 11/ DR | Yes. The sufficient evidences have been provided OK
the arguments made? 122/ to support the relevance of the arguments made.
123/
124/
125/
179/
B.5.4  What is the project additionality mainly based on 11/ DR | The project additionality is mainly based the OK
(Investment analysis or barrier analysis)? investment analysis.
Prior consideration of CDM (VVM para 96-102)
B.5.5 Whatis the evidence for serious consideration@MJprior | /1/ DR  As per stated in the PDD version 01, the stgrtin OK
to the time of decision to proceed with the propextivity? 14/ date of the proposed project is 30 June 2008
16/ which is the date of construction contract sighed.
14/ The construction permit of the project was signhed
15/ on 2 July 2008.
The evidence for CDM consideration are as
116/ follows:
- The SFSR was completed in April 2008 and
finally approved by Development & Reform
Commission of Yunnan Province on 21
November 2008;
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

. Draft

Assessment by DNV

Final

of CDM was organized by the project owr

on 21 June 2008 and CDM was decised to be

developed as the means to overcome
financial barrier;

- CDM consultant contract was signed on
June 2008.

28
G4

However, other financial commitments for the

project activity need to be provided

to

substantiate the starting date of the project is in

accordance with the “Glossary of CDM terms”,

i.e. by comparing the date of construct
contract signed, the date of equipment cont
signed, and the permission date of construc
starting.

on
ract
tion

Concl. Concl.
- The Directors’ Meeting for the consideration

B.5.6 If the starting date is after 2 August 2008 anaithe /1 DR  The starting date of the proposed projeedsdo ES+4 OK
global stakeholder consultation, has the DNA and-GRC be further clarified.
confirmed that the project participants have infednm
writing of the project’s intention to seek CDM sts?
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 papiéeits from | /1/ DR  The continued actions to secure CDM status in OK
the starting date of the project activity to thersof 120/ parallel with the implementation of the project
validation in parallel with the physical implemetiba of the 56/ activity have been demonstrated by the following
project activity? 157/ actions:
71/ - The CDM validation contract was signed on
11 November 2008 by CWEME and 25
February 2009 by DNV;
- The Emission Reduction Purchase Agreement
was signed between China National Water
Resources & Electric Power Material&
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. Concl.  Concl.
Equipment Co., Ltd. and Sumitoma
Corporation on 26 February 2009;

- The LoA from DNA of China was issued in
April 2009;

- The LoA from Annex | Party Japan was
issued on 6 July 2009;

- PDD was published for global stakeholder
consultation from 03 August 2010.

Checklist Question MoV Assessment by DNV

The starting date of the proposed project needs {9, 4,
be further clarified;
The timeline of CDM key events in Section B.5

of PDD version 01 needs to be updated until thg%
start of the validation.

B.5.8  When did the construction of the project activitgre? /1/ DR | The start of construction was permitted on ¥ Jul L6 OK
/16/ 2008.
However, DNV reviewed the publicly available
source and found that the construction of the
project activity happened before 2 July 2008.
Therefore, further clarification is requested to
justify the start and process of the constructibr o
the project.
B.5.9  When was the project commissioned? 11/ DR By imevwith the project owner and physical S+ OK
on-site visit the project plant, DVN found that the
project commissioned in August 2009 and has
been in operation in March 2010.
However, as stated in the PDD, the start of
construction was permitted on 2 July 2008 which
is only approximately 13 months prior to the
project commissioning date (August 2009); while
stated in the SFSR, 3 years construction period is
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Checklist Question

MoV

Assessment by DNV

' required for the project. Further clarification is '

sought to justify the appropriateness of the tim

gap between the construction, commissioning and
operation for the project.
B.5.10 Does the timeline of the project confirm that contius 11/ DR | The timeline of CDM key events in SectiodbB. &L5 OK
actions in parallel with the implementation werecta to of PDD version 01 need to be updated until the
secure CDM status? start of the validation.
Investment analysis (VVM para 106-112)
The list of questions below must be adjusted to the
parameters in the investment analysis relevanhéo t
project under validation.
B.5.11 Does the project activity or any of the remainittgraatives | /1/ DR | The proposed project generates financial ‘and OK
generate revenues apart from CDM? Is this refleictee economic benefits through the sales of electricity
PDD? other than CDM related income, which has been
correctly described in the PDD.
B.5.12 Do any of the alternatives to the project activityolve 11/ DR The proposed baseline scenario of sourcing OK
investment? Is this reflected in the PDD? electricity from the grid does not involve a new
investment, which has been correctly described in
the PDD.
B.5.13 s the choice of benchmark analysis, investmentpaoison | /1/ DR  The benchmark analysis (option llI) is jtied OK
or simple cost analysis correct? for conducting the investment analysis.
B.5.14 s the benchmark/discount rate the latest availabtke time; /1/ DR  Yes. According tolnterim Rules on Economic OK
of decision? 169/ Assessment of Electrical Engineering Retrofit
Projects issued by former State Power
Corporation of China in 2003, the IRR in China's
power generation industry is 8%, which iis
regarded as the benchmark for investing; in
renewable energy generation projects in China,
and which is the latest benchmark available at the
time of the investment decision.
B.5.15 What is the financial indicator? Is it on equitwjact basis? 11/ DR The project IRR (after tax)sidected as the OK
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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MoV

Assessment by DNV

Before/after tax? Is the financial indicator in r(empondence

12/ financial indicator.
with the benchmark? 14/ Yes, the financial indicator is in correspondence
169/ with the benchmark:
a. This benchmark was determined by ithe
national administration of this industry in
China, and represents a government/official
approved benchmark;
b. This benchmark is for project and after tax
and the investment analysis for this project is
also for project and after tax also;
c. This Interim Rules on Economic Assessment
of Electrical Engineering Retrofit Projects is
referred to the risk premiums of hydro power
project.
This Interim Rules on Economic Assessment of
Electrical Engineering Retrofit Projects is still
valid till now
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 depreciatim i 11/ DR The income tax calculation takes depreciation OK
account? Is the depreciation year in accordandenatmal = /2/ into account. The depreciation year is 25 years,
accounting practice in the host country? /4] which is in accordance with normal accounting
practice in China.
B.5.18 s the time period of the investment analysis goerating 11/ DR | The 28 years of investment analysis including 3 OK
time of the project realistic? Has salvage valuentiaken 12/ years of construction time and 25 years: of
into account? Is working capital returned in thet kgear of 14/ operation time have been used by the project,
operation? /84/ which is normal practice and referenced in the
SFSR.
The residual value rate of the fixed assets uses th
upper limited value as 5%, which is stipulated; by
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Checklist Question MoV Assessment by DNV

the government and represents good practice in
China. The residual value of the fixed assets has
been recovered at the end year of the operational
time in the IRR calculation. DNV can verity
based on the relevant regulation and local secioral
expertise that 5% of the residual value rate is
deemed to be conservative and reasonable.
The working capital has been returned in the last
year of operation time in the IRR spreadsheet.

B.5.19 When a feasibility study report or similar approvsdthe 11/ DR | The SFSR was completed by Kunming Survegt8 OK

government is used as the basis for the investaralysis: 14/ and Design Institute of Water Conservancy and
Can it be confirmed that the values used in the RBDfully Hydropower on April 2008 and thus only mare
consistent with the FSR and is the period of tireveen than 2 months prior to the decision to proceed
finalization of the FSR and the investment decision with project activity (i.e. the start date of the
adequate? project) which was on 30 June 2008 (stated in the

PDD, version 01). Given this relative short period
of time between finalization of the SFSR and the
decision to proceed with the project activity,gt i
unlikely in the context of the project that the
input values would have materially changed. The
SFSR was finally approved by Development &
Reform Commission of Yunnan Province on 21
November 2008. It is thus reasonable to assume
that the SFSR has been the basis of the decision
to proceed with the investment in the project.
However, according to the SFSR, annual
operation hour of the proposed project is 4 051
hours. As a result, the calculated PLF is 0.462.
The clarifications are sought on the following
items:

- The annual operation hour used in IRR
calculation spreadsheet is 3 990 hours which
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is inconsistent with the value (4 051 hours)
of SFSR;

- As stated above, the PLF determined | by
SFSR is 0.462 which is inconsistent with the
value 0.456 used in PDD;

- In order to be transparent, annual electricity
generation and self-consumption rate need to
be stated clearly in the PDD.

Checklist Question Assessment by DNV

B.5.20 How was the amount of output (e.g. sales of elgtpi 11/ DR  [] The plant load factor provided to banks and/o€L-8 OK
assessed? Remember to include all the data saisedsaand  /4/ equity financiers while applying the project
list all the projects that have been used for eobexking in = /g4/ 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.

Annex 11 of CDM EB’s 48th meeting repart
gives a guideline for validation of plant load
factor for renewable energy. One option is to use
plant load factor provided to the government
while applying the project activity for
implementation approval. The SFSR has this
purpose and hence according to current CDM
regulation, the SFSR can be considered
sufficiently for validation of plant load factor.

However, the clarifications are sought on the
following items:
- The annual operation hour used in IRR

calculation spreadsheet is 3 990 hours which
is inconsistent with the value (4 051 hours)
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Checklist Question Assessment by DNV

of SFSR;

- As stated above, the PLF determined by
SFSR is 0.462 which is inconsistent with the
value 0.456 used in PDD;

- In order to be transparent, annual electricity
generation and self-consumption rate need to
be stated clearly in the PDD.

B.5.21 How was the output price (e.g. electricity price3essed? 11/ DR | [] Cross-check against third-party or publicly 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 149/ 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

PP is requested to substantiate the tariff used in
the financial analysis is the latest value avagdablSt9
and valid at the time of investment decision on
the project.

The link for the “Notice on on-grid tariff o
Dehong Prefecture by Dehong Prefecture
government” (Dezhengfa [2003] No. 367
presented in page 14 of the PDD version 01 is not
correct and needs to be updated.

=

~—

In addition, PP is requested to provide th&t30
financial information of other similar projects in
Yunnan Province, such as total investment, O&M
cost and tariff, to cross check the input value in
the IRR calculation.

B.5.22 How were the investment costs assessed? Weretthe da | /1/ DR | [] Cross-check against third-party or publicly OK
available and valid at the time of decision? Rememht 12/ available sources (e.g. invoices or price indices)
include all the data sources used and list alptiogects that /4] X Review of feasibility reports, public

have been used for cr-checking in accordance with VVI
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Checklist Question

MoV

Assessment by DNV

paragraph 95.

announcements, contracts and annual financiz
reports related to the project and the project
participants

As per the SFSR, the proposed project be

performed by present owner was transferred f
other project developer. In addition, DN
reviewed the publicly available source and fot
that the construction of the project activ
happened before the construction permission
July 2008. Further clarification is sought

whether there were costs happened before
time of the CDM consideration on 21 June 20C

DNV has verified the IRR calculatio
spreadsheet and found the working capital
included in the total static investment, which
to double counting of working capital in the IR
calculation process. Therefore, furth
clarification is requested.

|
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PP is requested to provide the financial
information of other similar projects in YunnanG&230
Province such as total investment, O&M cost and
tariff to cross check the input value in the IRR
calculation.
B.5.23 How were the O&M costs assessed? Were the datbleai  /1/ DR [ ] Cross-check against third-party or publicly &40 OK
and valid at the time of decision? Remember taithelall 12/ available sources (e.g. invoices or price indices)
the data sources used and list all the projectdhtnge been /4] 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
PP is requested to provide the financial
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1180, 1@8. A-20




DET NORSKE VERITAS

Checklist Question

Assessment by DNV

“information of other similar projects in Yunne

Province, such as total investment, O&M c
and tariff, to cross check the input value in
IRR calculation.

the

B.5.24 Describe the assessment of the other input paresn&tere | /1/ DR  [] Cross-check against third-party or publicly OK
the data available and valid at the time of denigio /80/ available sources (e.g. invoices or price indices)
Remember to include all the data sources usedistrallithe  ,g¢, X] Review of feasibility reports, public
projects that have been used for cross-checking in 182/ announcements and annual financial reports
accordance with VVM paragraph 95. 183/ related to the project and the project participants

Provide details on how other input parameters
were validated:

DNV has verified other input parameters, such as
income tax rate, value added tax, city
construction tax rate, education surtax rate and
other expenses, and found they are derived from
the SFSR which are in line with the relevant
national regulations.

However, as the SFSR was completed in Aprig_g
2008 and approved on 21 November 2008, PP is
requested to clarify that the input values from the
SFSR are valid and applicable at the time of the
investment decision.

B.5.25 Was the financial calculation spreadsheet verified found | /1/ DR In order to be transparent and re-produced, te-33 OK
to be correct? 12/ IRR spreadsheet needs to be updated to make all

formulas used in the calculation readable.

B.5.26 Sensitivity analysis: Have the key parameters douing to . /1/ DR A sensitivity analysis was carried out for OK
more than 20% of the revenue/costs during operating 12/ parameters contributing more than 20%  to
implementation been identified? Has possible catieh 14/ revenues/costs in order to check the robustness of
between the parameters been considered? the financial analysis. Reasonable variations of

the total investment, annual O&M cost,
electricity output and on-grid tariff were checked
by calculating the variation necessary to react
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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benchmark and then discussing the likelihood
that to happen.
The evidences need to be provided to justify the| 14
increasing of the prices including equipments,
commodities and also labour costs, consequently
substantiate that the decreasing by 39.7% of t{otal
investment is impossible.
B.5.27 Sensitivity analysis: Is the range of variationseigsonable | /1/ DR | Yes. The key parameters (except O&M cost OK
in the project context? 12/ because it has ever not impact on the IRR value)
were checked and the variations in sensitivity
analysis made the project IRR value reached the
benchmark of 8% which is deemed reasonable for
the project activity.
B.5.28 Have the key parameters been varied to reach thehberk |  /1/ DR | The evidences need to be provided to justity S-14 OK
and the likelihood of this to happen been justifiede increasing of the prices including equipments,
small? commodities and also labour costs, consequently
substantiate that the decreasing by 39.7% of iotal
investment is impossible.

Barrier analysis (VVM para 113-116)
B.5.29 Are the barriers identified complimentary to a (i 11/ DR  Itis not applicable. OK
investment analysis? Does the barrier have a tigzact on
the financial returns so that it can be assessad in
investment analysis? Each barrier is discussedaiepa
B.5.30 How were the investment barriers assessed to beAea 11/ DR  Itis not applicable. OK
the investment barriers substantiated by a sondspenden
of the project participants?
B.5.31 How does CDM alleviate the investment barriers? 1/DR | Itis not applicable. OK
B.5.32 Is the project activity prevented by the investmaantriers 11/ DR | Itis not applicable. OK
and at least one of the possible alternativesdgtbject
activity is feasible under the same circumstances?

B.5.33 How were the technological barriers assessed tedie Are | /1/ DR  Itis not applicable. OK
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Checklist Question MoV Assessment by DNV

the technological barriers substantiated by a sourc
independent of the project participants?

B.5.34 How does CDM alleviate the technological barriers? 11/ DR  Itis not applicable. OK

B.5.35 Is the project activity prevented by the technatagbarriers: /1/ DR | Itis not applicable. OK
and at least one of the possible alternativesegthject
activity is feasible under the same circumstances?

B.5.36 How were the barriers due to prevailing practisessed to | /1/ DR  Itis not applicable. OK
be real? Are the barriers due to prevailing practis
substantiated by a source independent of the pirojec
participants?

B.5.37 How does CDM alleviate the barriers due to prengili 11/ DR | Itis not applicable. OK
practise?
B.5.38 s the project activity prevented by the barrieus tb /1 DR Itis not applicable. 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 | Itis not applicable. OK
other barriers substantiated by a source indepémddne
project participants?

B.5.40 How does CDM alleviate the other barriers? 11/ DRt is hot applicable. OK
B.5.41 s the project activity prevented by the other teasrand at 11/ DR Itis not applicable. OK
least one of the possible alternatives to the ptajetivity is
feasible under the same circumstances?
Common practice analysis (VVM para 117-119)
B.5.42 What is the geographical scope of the common mecti 11/ DR In China, most policies are promulgated at OK
analysis? Is this justified? provincial level by combining the national policy

with the region’s conditions. It is thus reasonable
to select Yunnan Province as the scope for
common practice analysis.
B.5.43 What is the scope of technology and size (e.g.apaf /1 DR | PP is requested to clarify the scope ofqaeand; €315 OK

power plant) for the common practice analysis amat has size of the hydro power station selected for the
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this been justified? common practice analysis.
B.5.44 What is the data source(s) used for the commortipeac 11/ DR  The linkage for the “Wunihe Hydropower PlantSL-16 OK
analysis? is not valid and needs to be corrected,;

The evidence for justifying the construction
starting time of Nandinghe Hydropower Plant
also needs to be provided.

B.5.45 How many similar non-CDM-projects exist in the i@yi 11/ DR PP isrequested to clarify the scope ofqukaind CL15 OK
within the scope? size of the hydro power station selected for the
common practice analysis.

B.5.46 How were possible essential distinctions betweemtiject . /1/ DR  All the similar projects used for commongiree | SL-37 OK
activity and similar activities assessed? analysis are necessary to be demonstrated that the
existence of these similar activities does not
contradict the claim that the proposed project
activity is financially unattractive.
B.5.47 What is the conclusion of the common practice asis®y 11 DR The conclusion of the common practiagysis @ S35 OK
will be made after CL 15 CL 16 CL 17 is closed. GL-16
cLa7

Conclusion

B.5.48 What is the conclusion with regard to the additiipaf the | /1/ DR | The conclusion will be made after CL4to 1. &L4 OK
project activity? addressed. CcL5
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B.6  Calculations of GHG emission reductions
Data and parameters that are available at validatio
and that are not monitored (VVM para 198-200)
B.6.1 How was the amount of fossil fuel typeonsumed in the 11/ DR  The amount of fossil fuel tygeconsumed in the OK
project electricity system in yeguverified? 172/ project electricity system in yesuwas referenced
from China Energy Statistical Yearbook (2006-
2008).
B.6.2 How was the net calorific value (energy contentiossil 11/ DR The net calorific value (energy content) of fbss OK
fuel typei in yeary verified? 172/ fuel typei in yeary was referenced frorChina
Energy Statistical Yearbook (2008).
B.6.3 How was the CQemission Factor of fossil fuel typén year: /1/ DR | The CO2 emission Factor of fossil fuel tyip@ OK
y verified? 166/ year y was referenced from th@006 IPCC
Guidelines for National Greenhouse Gas
Inventories.
B.6.4 How was the electricity generation in CSPG in year 11/ DR | The electricity generation in the CSPG in ygar OK
verified? 173/ was referenced fromChina Electric Powetr
Yearbook (2006-2008)
B.6.5 How was the internal use rate of power soylineCSPG 11/ DR | The internal use rate of power soujcen the OK
verified? 173/ CSPG was referenced froGhina Electric Powe
Yearbook (2006-2008).
B.6.6 How was the electricity imported from CCPG in ygar 11/ DR  The electricity imported from CCPG in yegr OK
verified? 173/ was referenced fromChina Electric Powe
Yearbook (2006-2008).
B.6.7 How was installed capacity of power sourcé CSPG in 11/ DR The installed capacity of power souicef the OK
yeary verified? 173/ CSPG in yeary was referenced fronChina
Electric Power Yearbook (2006-2008).
Baseline emissions (VVM para 88-92)
B.6.8  Are the calculations documented according to theamd 11/ DR  The calculation process is documented according OK
methodology and in a complete and transparent manne | /59/ to the ‘Tool to calculate the emission factor for
an electricity syste” version 2.0 which is in lin
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Checklist Question Assessment by DNV
| 161/ “with  the approved methodology ACMO00Q2,
166/ version 12.1.0. The data used to calcujate
172/ emission factor are derived from publicly

73/ published documents, such as China Energy

Statistics Yearbooks (2006~2008) and China
Irs/ Electricity Power Yearbooks (2006-2008), 2006
IPCC Guidelines for National Greenhouse Gas
Inventories Reference Manual and NDRC
official website which were the latest data
sources available when the validation was carried

out.
B.6.9 Have conservative assumptions been used when a@hgul | /1/ DR | All the used assumptions are in line with the OK
the baseline emissions? 161/ “Tool to calculate the emission factor for an
162/ electricity systernversion 2.0 and Guidance for

request for deviation titled Application of
AMO005 and AMS-1.D in Chiridrom EB.

B.6.10 Are uncertainties in the baseline emission estispteperly | /1/ DR | No significant uncertainties can be addrédee OK
addressed? the project.
Project emissions (VVM para 88-92)
B.6.11 Are the calculations documented according to theeagd 11/ DR | According to ACMO0002, version 12.1.0, the OK
methodology and in a complete and transparent manne | /59/ project emission is regarded as zero because the
power density of the proposed project is greater
than 10 W/m.

However, the inconsistent values of powergl 2
density stated in the PDD need to be clarified.

B.6.12 Have conservative assumptions been used when ahgul . /1/ DR Itis not applicable. OK
the project emissions?
B.6.13 Are uncertainties in the project emission estimpteperly 11/ DR | Itis not applicable. OK
addressed?
Leakage (VVM para 88-92)
B.6.14 Are the leakage calculations documented accordiriyet 11/ DR According to ACMO0002, potential leakag OK
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Checklist Question MoV Assessment by DNV DAl el
. Concl.  Concl.
approved methodology and in a complete and tragepar | /59/ effects, such as emissions arising from power
manner? plant construction and upstream emissions from
fossil fuel use do not have to be considered.
B.6.15 Have conservative assumptions been used when a@hgul | /1/ DR | No leakages are expected to result from the OK
the leakage emissions? project activity.
B.6.16 Are uncertainties in the leakage emission estimategerly | /1/ DR | No leakages are expected to result from the OK
addressed? project activity.
Emission Reductions (VVM para 88-92)
B.6.17 Algorithms and/or formulae used to determine eroissi 11/ DR '« Yes. All assumptions and data used!to OK
reductions: /59/ calculate the emission reductions are listed in
« All assumptions and data used by the project ppstits, /61/ the PDD and all other documents used to
are listed in the PDD and related document subthive | /g2/ determine emission reductions have been
registration. The data are proper|y referenced 166/ verified which can be deemed reasonable. The
«  All documentation is correctly quoted and intetpde 172/ data are properly referenced.
* All values used can be deemed reasonable in thtexdoof 73/ °© Yes. A" the do_cuments used to_determ ne
the project activity emission reductions, such as China Energy
_ 1751 Statistics Yearbooks (2006-2008), China
e The mt_ath_odology has been co_rrectly applled_ toutaile Electricity Power Yearbooks (2006-2008),
the emission reducﬂons and this can be _repllc_bgeme 2006 IPCC Guidelines for National
data _prowded in the_ PDD and supporting files to: be Greenhouse Gas Inventories Reference
submitted for registration. Manual and NDRC official website, were
correctly quoted and interpreted.
* Yes. All values used can be deemed
reasonable in the context of the project
activity.
e The approved baseline and monitoring
methodology ACMO0002 version 12.1.0 as
well as ‘Tool to calculate the emission factor
for an electricity systefnversion 2.0 anc
Guidance for request for deviation titled
“Application of AMO005 and AMS-I.D in

MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

China” from EB have been correctly appli

to calculate the emission reductions. And
calculation of emission reductions can
replicated by using the data and param
provided in the PDD and supporting fil
submitted for registration. The data sour
mentioned have been verified by DNV.

2S
Ces

B.7  Monitoring plan (VVM para 120-122)
Data and parameters monitored
B.7.1 Do the means of monitoring described in the planply 11/ DR | Yes. The means of monitoring described in ithe OK
with the requirements of the methodology? /59/ plan is in compliance with the methodology
ACMO0002 version 12.1.0.
B.7.2  Does the monitoring plan contains all necessargrpaters, | /1/ DR | Yes. All necessary parameters are contaameti OK
and are they clearly described? clearly described.
B.7.3 In case parameters are measured, is the measurement 11/ DR | (EGnpory) and (EGuoty Will be measured OK
equipment described? Describe each relevant pagamet continuously and recorded monthly by the
bidirectional metering equipment.
However, how to ensure the monitoring in th
failure of metering equipment needs to be
described in the monitoring plan.
B.7.4 In case parameters are measured, is the measurement | /1/ DR  According to the monitoring plan in PDD, the OK
accuracy addressed and deemed appropriate? Desatdbe acceptable error does not exceed 0.5%, which is
relevant parameter. appropriate.
B.7.5 In case parameters are measured, are the requisefaen 11/ DR | The frequency for the calibration of metgrin G219 OK
maintenance and calibration of measurement equipmen equipment needs to be specified in the monitoring
described and deemed appropriate? Describe eastant| plan.
parameter.
B.7.6 Is the monitoring frequency adequate for all maiiigp 11/ DR  EGupoy and EGyory Will be measured OK
parameters? Describe each parameter. continuously. This is in line with the
methodology ACMO0002 version 12.1.0 and
adequate.
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

DR |

B.7.7 Is the recording frequency adequate for all momipr 11/ EGupoy and EGypory Will be recorded on a OK
parameters? Describe each parameter. monthly basis. This is in line with the
methodology ACMO0002 version 12.1.0 and
adequate.
Ability of project participants to implement
monitoring plan
B.7.8 How has it been assessed that the monitoring anaegts 11/ DR | Detailed responsibilities and authoritiesr fo OK
described in the monitoring plan are feasible witiie project management and monitoring program
project design? have been presented in the PDD and were
checked during site visit. The monitoring
practices are considered appropriate and feasible
within the project design.
B.7.9  Are procedures identified for day-to-day recordsdimg Yes. The procedures for day-to-day data OK
(including what records to keep, storage areaards and recording and handling have been presented in
how to process performance documentation)? the monitoring plan of PDD.
B.7.10 Are the data management and quality assurancewadityq . /1/ DR Yes. The detailed procedures related to data OK
control procedures sufficient to ensure that thession management, quality assurance and quality
reductions achieved by/resulting from the projeat be control have been elaborated in the PDD. These
reported ex post and verified? will be maintained and implemented to enable
subsequent verification of emission reductions
B.7.11 Will all monitored data required for verificatioméissuance /1/ DR  Yes. All parameters monitored will be arcdv OK
be kept for two years after the end of the cregifieriod or in paper/electronic format and be kept for at least
the last issuance of CERs, for this project agtjwithichever 2 years after the end of the last crediting period.
occurs later?
Monitoring of sustainable development indicators/
environmental impacts
B.7.12 Is the monitoring of sustainable development inmics 11/ DR | Neither ACM0002 version 12.1.0 nor the Chinese OK
environmental impacts warranted by legislatiorhia host 17/ NDRC requires collection and archiving of
country? I8/ relevant data concerning environmental, social
/59/ and economic impacts. The environmental
impacts will be monitored by local environmental
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-1180, 1@8. A-29




DET NORSKE VERITAS

Checklist Question MoV Assessment by DNV DAl el
- Concl. . Concl.
authority.
B.7.13 Does the monitoring plan provide for the collecteard 11/ DR | The indicators of environmental impacts will be OK
archiving of relevant data concerning environmersatial 17/ stipulated by local environmental authority.
and economic impacts? I8/
B.7.14 Are the sustainable development indicators in e 11/ DR | Yes. This will be on local authority decisio OK
stated national priorities in the host country?
C Duration of the project activity / crediting period
C.1.1  Start date of project activity (VVM para 96-97, 102
C.1.2 How has the starting date of the project activitgty 11/ DR | The starting date of the proposed projeetdsdo. CSL4 OK
determined? What are the dates of the first cotstfac the be further clarified.
project activity? When was the first constructiativaty?
C.1.3 Isthe stated expected operational lifetime ofittegect /1/ DR | Yes. The expected operational lifetime of the OK
activity reasonable? project activity is 25 years according to the SESR
which is reasonah
C.1.4 Is the start date, the type (renewable/fixed) &edéngth of | /1/ DR | A renewable crediting period 7 years was OK
the crediting period clearly defined and reasoriable selected. And the crediting starting date is 1 July

2011 (or the date of registration, whichever is
later). The crediting period and its starting date
are clearly stated and reasonable.

D Environmental Impacts (VVM para 129-131)

D.1.1  Are there any host country requirements for an 11/ DR | The EIA produced by Yunnan University has OK
Environmental Impact Assessment (EIA), and if yggn 17/ been approved by Yunnan Provincial
EIA approved? Does the approval contain any caoti I8/ Environmental Protection Bureau on 27
that need monitoring? December 2005. There are no special conditions

that need monitoring according to the approval of
EIA for Yunnan Mangli Hydropower Project.

However, the clarifications are requested  as

MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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, , - Draft = Final
Checklist Question | Assessment by DNV | Concl. | Concl.
follows:
- The producer of EIA provided by PP s
inconsistent with the one stated in the PDD
version 01;
- The date of EIA approval presented in PDI§I: 26
version 01 is not in line with the provided
EIA approval.
D.1.2 Does the project comply with environmental legislain /1 DR Yes. The project complies with Chinese OK
the host country? 17/ environmental legislation which can be
/8/ confirmed by the approved EIA.
19/
D.1.3  Will the project create any adverse environmerftalces? /1/ DR | There are no significant adverse environment&i-—20 OK
17/ effects for the project according to the EIA.
/8/ However, the clarifications are requested as|CL
20.
D.1.4 Have identified environmental impacts been adddesséhe | /1/ DR | Every identified environmental impact has bee@L20 OK
project design? 17/ addressed in the Section D.1 in PDD.
/8/ However, the clarifications are requested as CL
20.
D.1.5 Has an analysis of the environmental impacts optogect 11/ DR Yes. The impacts are sufficiently described, OK
activity been sufficiently described? including waste water and sewage, dust and air
quality, noise and soil erosion impact.
D.1.6  Are transboundary environmental impacts considarede 11/ There are no transboundary environmental OK
analysis? impacts foreseen for the proposed project.
E Stakeholder Comments (VVM para 126-128)
E.1.1 Have relevant stakeholders been consulted? 11/ Dmhe Environment assessment institution argb21 OK
project owner visited local stakeholders for
getting the comments and suggestions. 100

MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Checklist Question

MoV

Assessment by DNV

questionnaires on this project were distributec
the local residents and 100% returned of th
guestionnaires.

However, by reviewed the questionnai
provided, the stakeholder consultation v
performed in June 2009 which is inconsist
with the time (July 2009) stated in the PD
Therefore, the clarification is requested.

1 to

res
vas
ent
D.

E.1.2 Have appropriate media been used to invite comnimnts 11/ DR A survey was carried out by distributing OK
local stakeholders? guestionnaires to the relevant stakeholders and
collecting their responses.
E.1.3 If a stakeholder consultation process is requised b 11/ DR | Yes. The stakeholder consultation procesm is OK
regulations/laws in the host country, has the $takier accordance with Chinese EIA regulations.
consultation process been carried out in accordaitbe
such regulations/laws?
E.1.4 Is asummary of the stakeholder comments received 11/ DR | Yes. The summary of the stakeholder comments OK
provided? received is described in the PDD. There is no
negative comment received which is confirmed
by the original stakeholder questionnaires.
E.1.5 Has due account been taken of any stakeholder cateme | /1/ DR | As the conclusion in the PDD, 100% of the OK
received? investigated people are supportive to the prgject
activity. So there is no need to do adjustment on
the project design.
MoV = Means of Verification, DR= Document Review, |I=dntiew, CC= Cross-Checking
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Table 3

Corrective action and/ or clarification

Reference

Resolution of corrective action requests ahclarification requests

Response by project participants

Validation conclusion

174

d

)

requests to Table 2
CL1 A.3.2 The LoA of Japan could be searched onljf@K. DNV has verified the link which is the
The relevant evidence needs to be provided to with the link below: website of Minister of Economy, Trade ar
substantiate the LoA of Japan is authentic. http://www.kyomecha.org/dbproject/List_p Industry (DNA of Japan) /57/, and can

f JP.php confirm the authenticity of the LoA from

Japan.
The CL 1 is closed.

CL2 B.2.1 The installed capacity of the proposed OK. DNV has verified the SFSR /4/ and
For power density of the power plant, two B.3.3 project is 36 MW and the surface area of| can confirm the data used for calculating
different values of 13.17 W/mand 35.72 W/rh full reservoir 2.975 million rhaccording to | the power density are correctly quoted. T|
were indicated in the PDD. Clarification lis The Supplementary Feasible Repshtich | power density is calculated to be 12.1
requested to justify the correct one. was completed by the independent and | W/n. All relevant parts have been revise

certified “Kunming Survey and Design in the updated PDD /1/.

Institute of Water Resources and The CL 2 is closed.

Hydropower” (It has obtained a “grade A"

in electric power design industry issued by

the Ministry of Construction of the People’s

Republic of China). Thus the Power

Density (PD) is equal to 12.1 Wfm

The relevant parts have been revised in

PDD.
CL3 B.24 The proposed project was owned by OK. By verifying theAssignment
As per the agreement of grid access of |the Deyuan Electric Power Development Co., agreement on the shareholding of the
proposed project, the project developer | is Ltd. (the former project owner) in 2006. | projectsigned between Deyuan Electric
inconsistent with the project owner stated in the But the former project owner lost their Power Development Co., Ltd. and Datan

PDD. Further clarification is requested for the

difference.

confidence to continue investing and had
choice but to stop the construction on
January 2007 due to fund shortage.

In March 2007, the project owner (Datang
Mangli Hydropower Development
Company Limited) showed their interest ¢

ndangli Hydropower Development
Company Limited /13/, DNV can confirm

) private investor, Mr. Chen Yongde before
August 2007. Therefore, on 16 May 2005
»fMr. Chen Yongde, as the corporation

that the proposed project was owned by the

7
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

the proposed project, and with the
confidence of the increasing income from
CDM revenue, the project owner signed t
Assignment Agreements of 51% of the tg
shares with the former project owner on (
August 2007. Therefore, the project owne
in the PDD is Datang Mangli Hydropowet
Development Company Limited).

representative of Deyuan Electric Power

Development Co., Ltd. signed the
hagreement of grid access /50/ with Yunng
tabehong Power Co., Ltd. which is
‘feasonable.

¥The CL 3 is closed.

AN

CL4 B5.5 The contract of construction was signed ¢rOK. Other financial commitment such as
Other financial commitments for the project B.5.6 30 June 2008, the equipment purchase | the purchase contract of the water-burbine
activity need to be provided to substantiate [the B.5.7 contract (EPC) was signed on 18 August| generator equipments /17/ has been further
starting date of the project is in accordance with B.5.48 2008 and the permission of restarting the| provided and verified by DNV. According
the “Glossary of CDM terms”, i.e. by comparing C.1.2 construction was got on 02 July 2008. to the definition for the start date of a CDM
the date of construction contract signed, the date The date at which the contract of project activity as the earliest date at whi¢ch
of equipment contract signed, and the permission construction was signed had been chosenédher the implementation or construction
date of construction starting. be the starting date as the earliest of the | date or real action of a project activity

date at which the real action of the project begins in the terms of paragraph 67 of EB

activity begins. 41* meeting report, the date of the

The relevant evidences of the starting dateconstruction contract signed of 30 June

of the project have been provided to DOE.2008 can be confirmed as the project

activity starting date.
The CL 4 is closed.

CL5 B.5.7 This part has been updated in PDD. OK. The timdleebeen updated in the
The timeline of CDM key events in Section B.5|of B.5.10 PDD and all the supporting documents have
PDD version 01 needs to be updated until the startB.5.48 been provided.
of the validation. The CL 5 is closed.
CL6 B.5.8 The proposed project was owned by By verifying the documents provided by
DNV reviewed the publicly available source and B.5.48 Deyuan Electric Power Development Co., PP, DNV found that early in 2006, the

found that the construction of the project activity Ltd. (the former project owner) in 2006 angroposed project was owned by Deyuan
happened before 2 July 2008. Therefore, further the construction began on 28 October 20DElectric Power Development Co., Ltd.
clarification is requested to justify the start and (Notification from Kunming Construction | (invested by the private investor, Mr. Chen

process of the construction of the project.

Consulting Supervision Companiut due

Yongde) and the initial construction was

to the bacgeological conditior and the

commenced on 28 October 2C/9/ which
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

increasing investment, the investment
return was much lower than expected,
Deyuan Electric Power Development Co.
Ltd. (the former project owner) lost his
confidence to continue investing and had
choice but to stop the construction on
Jannuary 200due to fund shortage.

The project owner (Datang Mangli
Hydropower Development Company

is four months after the initial FSR got its
approval on 27 June 2006 /5/. Whereas the
un-predicted bad geological conditions /10/
resulted in the increasing investment,
rfmally Mr. Chen gave up the construction
due to the fund shortage /11/. DNV has also
verified the publicly available information
from the construction company website /86/
and can confirm it is the case. The relevant

Limited) had been aware of CDM from theinformation has been presented in the

first hydro CDM project on in Yunnan updated PDD /1/.

Province in March 2007(Ref. 0791), with | The CL 6 is closed.

the confidence of the increasing income

from CDM revenue; the project owner

signed the Assignment Agreements of 51%

of the total shares with Mr. Chen on 07

August 2007. The construction restarted pn

02 July 2008.
CL7 B.5.9 According to SFSR, the construction perio@K. In the SFSR /4/, also 24 months of
By interview with the project owner and physical B.5.48 was 24 months and another preparing construction period and 4 months for
on-site visit the project plant, DVN found that the period of 4 months. As the a part of preparation before construction were
project commissioned in August 2009 and has construction had been finished before the mentioned. The construction start date of 2
been in operation in March 2010. equity transfer, and with the construction| July 2008 is the date for the resumption of
However, as stated in the PDD, the start| of resumed on 02 July 2008, the project ownéne proposed project /16/. Considering part
construction was permitted on 2 July 2008 which manage to make the construction of the | of the construction happened before the
is only approximately 13 months prior to the project be finished on February 2010, theg project transfer /13/, DNV considers the
project commissioning date (August 2009); while actual construction period was 19 months time gap of 19 months between the project
stated in the SFSR, 3 years construction periad is after the resume of the construction, resumption and operation is reasonable.
required for the project. Further clarification |is considering a part of the construction had The CL 7 is closed.
sought to justify the appropriateness of the time been finished before the equity transfer, the
gap between the construction and operation| for actual construction period is reasonable and
the project. accordance with the SFSR.
CLS8 B.5.19 In the SFSR, it has been clearly stated theOK. The annual electricity generation of
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

The clarifications are sought on the following B.5.20 annual electricity generation would be 145145 840 MWh and annual operation houn of
items: B.5.48 840 MWh and the annual electric output | 4 051 hours were correctly used to calculate
- The annual operation hour used in IRR would be 143 652 MWh, the integrated | the PLF in the updated PDD. Thus the PLF
calculation spreadsheet is 3 990 hours which power consumption rate had been also | was calculated to be 0.462 which is in line
is inconsistent with the value (4 051 hours) of pointed out to be 1.5%. with the SFSR. The annual electricity
SFSR,; It had been calculated wrong in the GSP | generation and self-consumption rate havye
- As stated above, the PLF determined |by PDD, the annual electricity generation | been presented in the updated PDD.
SFSR is 0.462 which is inconsistent with the should be used to calculate the annual | The CL 8 is closed.
value 0.456 used in PDD; operation hour and the PLF of the project.
- In order to be transparent, annual electrigity The relevant parts have been revised in
generation and self-consumption rate need to PDD.
be stated clearly in the PDD.
CL9 B.5.21 The tariff used in the financial analysis in| OK. The link for the “Notice on on-grid
PP is requested to substantiate the tariff used inB.5.48 PDD is from SFSR. tariff of Dehong Prefecture by Dehong
the financial analysis is the latest value avadabl The project is located in Dehong PrefecturBrefecture governmen{Dezhengfa [2003]
and valid at the time of investment decision onlthe which is an autonomous state with the No. 367) has been updated to be a valid pne
project. policy of the minority nationality. The tariff /49/. By verifying this tariff regulation,
The link for the “Notice on on-grid tariff of of Dehong Prefecture has been different | DNV can confirm that the tariff in Dehong
Dehong Prefecture by Dehong Prefecture from other parts of Yunnan Province. Sinc®refecture was granted to be 0.20
government” (Dezhengfa [2003] No. 367) December 2003 to September 2008, the pRMB/kWh for dry period (January-May)
presented in page 14 of the PDD version 01 is not grid tariff of hydro power projects in and 0.15 RMB/kWh for wet period (June o
correct and needs to be updated. Dehong Prefecture was regulated to be 0.ZBecember) which was the latest available
RMB/kWh for dry period (January-May), | tariff at the time of investment decision on
0.15 RMB/kWh for wet period (wet period)the project (i.e. the project starting date of
(Price document of Dehong Prefecture | 30 June 2008).
[2003] No.367. The CL 9 is closed.
Therefore, the tariff used in the financial
analysis in PDD is the latest value available
and valid at the time of investment decision
on the project (30 June 2008).
The linkage for tariff has been revised in
PDD.
CL 10 B.5.21 The financial information of other similar| sAo many hydropower projects have been
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Corrective action and/ or clarification

Reference
to Table 2

Response by project participants

Validation conclusion

requests

PP is requested to provide the finang

ial B.5.22

information of other similar projects in Yunnan B.5.23

Province, such as total investment, O&M cost

and B.5.28

tariff, to cross check the input value in the IRR B.5.48

calculation.

projects in Yunnan Province has been
provided to DOE.

performed in Yunnan Province, the
financial information of total 35 registered
similar projects within the capacity from 1
MW to 54 MW (50% to 150% of the
capacity of the proposed project) has beg
provided for cross-checking. DNV
considers acceptable.

By cross-checking the input values
including the total investment, O&M cost

the similar projects, it is confirmed that al

are within the range of corresponding

tariff (0.215 RMB/kWh, incl. VAT) in

/68/ into the financial analysis of the
proposed project also has been verified,
which is 7.63% still lower than the
benchmark of 8%. Therefore, all these in
values are deemed reasonable.

The CL 10 is closed.

and tariff with the corresponding values of
these input values for the proposed project

values of other similar projects. In addition,
the IRR resulted by introducing the highest

Yunnan Province described in the EB note

put

CL11
As per the SFSR, the project being performeg

B.5.22
by B.5.48

present owner was transferred from other project

developer. In addition, DNV reviewed
publicly available source and found that f{
construction of the project activity happen
before the construction permission of 2 July 20
Further clarification is sought on whether th
were some costs happened before the time o

the

he
ed
08.
pre
f the

CDM consideration on 21 June 2008.

There were sunk cost happened before tl
time of the CDM consideration on 21 Jun
2008. According to the Assignment
Agreements signed between the project
owner and Deyuan Electric Power
Development Co., Ltd. (the former projec
owner), there were 31.1 Million RMB had
happen which was assessed by Yunnan
Huayijingcheng Asset Evaluation Limited

nés per theassignment agreement on the
eshareholding of the projedigned between
Datang Mangli Hydropower Development
Company Limited and Deyuan Electric
Power Development Co., Ltd. on 7 Augus
2007 /13/, the costs of 31.1 million RMB
had happened before the shareholding

evaluation company. The project develop

transfer, which was assessed by the asse

5t

D

—

S

Company.

taking over the project held the board
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to Table 2

Corrective action and/ or clarification
requests

Response by project participants

The sunk cost had been deducted from tk
total investment in IRR calculation.

The relevant evidence has been provided
DOE and the PDD has been revised.

neneeting on the decision for determining
CDM development of the project on 21
tiune 2008. Subsequently the constructio
contract was signed on 30 June 2008 wh
was selected as the project starting date.
the costs occurred before this date shall
considered as the sunk costs.
By verifying the updated IRR spreadshee
12/, it can be confirmed that the sunk cost
of 31.1 million RMB has been deducted
from total static investment. The IRR valy
was updated simultaneity.
The CL 11 is closed.

ch
So
e

»n

CL12 B.5.22 The IRR calculation has been corrected. OK. Inutpeated IRR spreadsheet /2/, the
o . working capital has been excluded from the
DNV has verified th_e IRR qalculathn spread_sheet B.5.48 total stgtic i?lvestment. The project IRR was
and found the working capital was included in the
o . correctly calculated.
total static investment, which led to double .
counting of working capital in the IRR calculatipn The CL 12 is closed.
process. Therefore, further clarification |[is
requested.
CL 13 B.5.25 The IRR spreadsheet has been revised. OK. Alldimaulas used in the IRR
The IRR spreadsheet needs to be updated to makds.5.48 calculation have been updated to be
all formulas used in the calculation readable. readable /2/.
The CL 13 is closed.
CL14 B.5.26 At present, the actual price of the main | OK. After the sunk cost was taken into
In order to be transparent and re-produced,| the B.5.28 equipments had increased 1.5702 million| account and the working capital was
evidences need to be provided to justify the B.5.48 RMB and the construction and installation excluded from the total static investment,
increasing of the prices including equipments, costs had increased 10.687 million RMB | the sensitivity analysis was re-performed
commodities and also labour costs, consequently compared to the expected price in SFSR| /2/. It can be observed that if the total static
substantiate that the decreasing by 39.7% of total According to the official statistic bulletins,| investment decreases by 28%, the projegt

investment is impossible.

the price of industrial products has

IRR will equal the benchmark. DNV can

increased by 5.8% from 2007 to 200¢

confirm that the value in the sign
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Corrective action and/ or clarification

Reference

Response by project participants

Validation conclusion

requests

to Table 2

Yunnan Province and the labour cost has

increased by 15.5% from 2007 to 2008. Sdeen nearly equal to the estimated value

the total static investment is not likely to
decrease by 28%.

The relative evidence has been provided
DOE.

contracts provided by PP /15/ /17/ /1@

the SFSR. According to the official
statistics, the price of industrial products
t@nd labour cost has increased from 2007
2008 in Yunnan Province /55/. So the tot
investment is not likely to decrease by 28
The convictive link has been referenced i
the updated PDD.
The CL 14 is closed.

in

al
0.

CL 15

PP is requested to clarify the scope of period
size of the hydro power station selected for
common practice analysis.

B.5.43
andB.5.45
the B.5.47

B.5.48

The relevant statement of how to select t

scope of period and size of the hydro pow&omment practice analysis has been

station chosen for common practice have
been added in PDD.

The projects started before 10th February
2002 should be obviously differentiated
from those afterwards and, accordingly,
were excluded from the issues to be
discussed.

Zhangwo Hydropower Plant developed b
Sichuan Yibin Yili Group is located on
Hengjiang River which is the boundary
river of Sichuan province and Yunnan
province, the electricity generated by this
project was delivered to Sichuan Grid, so
wouldn’t be included in the common
practice.

h©K. The scope of the projects used for

clarified in the updated PDD /1/. The
installed capacity for other similar project
in Yunnan Province is selected from 50%
150% of the rated capacity of the project
activity, that is, 18 MW to 54 MW. The
common practice analysis starts from 20(
when China implemented power sector
reform to establish a more commercialize
power market /78/. It is deemed justified
according to the definitions of other
activities similar to the proposed project
activity in “Tool for the Demonstration an
if\ssessment of Additionalitiversion 5.2)
/60/.

DNV has checked the publically available
links /48//89/ and can confirm that
Zhangwo Hydropower Plant was develop
by Sichuan Yibin Yili Group and supplied
the electricity to Sichuan Power Grid.

=

l°A

—

(0]

D2

Therefore, Zhangwo Hydro is excluded
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Corrective action and/ or clarification Reference Response by project participants Validation conclusion
requests to Table 2
from the similar projects used for commo
practice analysis and deleted in the updated
PDD.
The CL 15 is closed.
CL 16 B.5.44 The common practice part has been revisgdK. The valid linkages have been quoted in
The linkage for the “Wunihe Hydropower Plant’ B.5.47 in PDD. the updated PDD /1/.
is not valid and needs to be corrected; B.5.48 The CL 16 is closed.
The evidence for justifying the constructipn
starting time of Nandinghe Hydropower Plant also
needs to be provided.
CL 17 B.5.46 The common practice part has been revisegdK. After the scope of the projects used tor
All the similar projects used for common practjce B.5.47 | in PDD. common practice was confirmed, there afe
analysis are necessary to be demonstrated that th@ 5.48 also some other similar projects indentified
existence of these similar activities does pot and assessed in the updated PDD /1/. By
contradict the claim that the proposed project verifying the described analysis and also
activity is financially unattractive. referenced evidences, DNV is able to
confirm that the existence of all these
similar project activities does not contradict
the claim that the proposed project is
financially unattractive.
The CL 17 is closed.
CL 18 B.7.3 Bidirectional metering equipment has bee®K. The meter installed at the substation| of
How to ensure the monitoring in the failure |of installed at the substation of Grid Compangrid company is used to monitor the
metering equipment needs to be described in the and project site. electricity exported to and imported from
monitoring plan. If the metering equipment of the Grid the grid. The meter at the project site will
Company failed to monitor the electricity,| be used to report the data at the time of the
the metering equipment at the project site failure of the meter at the grid company
will be used to report the data and the side. The implementation of the monitoring
QA/QC unit manager will initiate and system has been strictly in line with the
supervise the implementation of correctivePower Purchase Agreement to be signed
actions. between the project company and the grid
company. The information above has b
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Corrective action and/ or clarification Reference Validation conclusion

Response by project participants

requests to Table 2
provided in the updated PDD /1/. QA/QC
procedure is also described in the PDD /1/.
The CL 18 is closed.
CL 19 B.7.5 The frequency for the calibration of OK. Metering equipment will be calibrated
The frequency for the calibration of metering metering equipment has been specified in annually according to the sectoral
equipment needs to be specified in the monitofing the monitoring plan of PDD. requirement which can be been identified i
plan of PDD. the updated PDD /1/.
The CL 19 is closed.
CL 20 D.1.1 The project owner entrusted a third party] OK. The information on the producer of
The clarifications are requested as follows: D.1.3 Yunnan University, to conduct the EIA and EIA approval date has been
-~ The producer of EIA provided by PP lis D.1.4 environmental im_pact assessment (EIA) )mevised to be consistent with the
inconsistent with the one stated in the PDD _the proposed project, which was completamformatlon collected from the documents
version 01: n\]{Jng/, 2005 ﬁnd ozfgeorgdltgg a}pprO\\/(aI provided by PP /7//8/.
unhuanxuzhun rom Yunng i
- The date of EIA approval presented in PDD I(Drovincial Environ[mentgll Pro)tection fhe CL 201 closed.
version 01 is not in line with the provided Bureau (YNEPB) on 27/10/2005.
EIA approval. The relative evidence has been provided|to
DOE and the Section D.1 in PDD has been
revised.
CL21 E.1.1 Actually, the stakeholder consultation wgsOK. The date of stakeholder consultation
By reviewed the questionnaires provided by PP, performed in June 2009. The time (July | has been revised in the updated PDD /1/
the stakeholder consultation was performed in 20009) stated in the GSP PDD was not | The CL 21 is closed.
June 2009 which is inconsistent with the time correct.
(July 2009) stated in the PDD. Therefore, the The relative evidence has been provided|to
clarification is requested. DOE and the Section E.1 in PDD has been
revised.
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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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Mr. Lin Wu holds a Master Degree in Chemical Engineering &cEss and a Bachelor
Degree in Computer Science & Technology. Havingoaerall experience of around seven
years. Prior to joining DNV, he has around four rgeaxperience in chemical industry
covering design of chemical process and systeningigesign, commissioning and project
management on site. His experience also coversigltls of desulfurization of flue gas in
power plant industry.

He has experience of around 3 years in validatioh \&erification of numerous CDM, VCS
and Gold Standard projects in DNV.

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

Ms. Wang Guo Lian, Jessie holds a Bachelor Degree and a Master Degree iimhaé
Engineering. Having an overall experience of arosixdyears. Prior to joining DNV, having
around five years in the field of chemical engimagrof which, three years in product line
maintenance and technology innovation as a chemni@ahnician working in chemical
fertilizer enterprise and two years in design céroical process & piping and research of the
material and energy balance for chemical engingamits in petrochemical design institute.

She has experience of around one year in validatehverification of several CDM projects
in DNV, both in China and abroad.

Her qualification, industrial experience and expecde in CDM demonstrate her sufficient
sectoral competence in “Chemical Processes Inegstri

Agnes Dudekholds a PhD Degree in applied physics. Havingwarall experience of around
10 years. Prior to joining DNV having 7 years ex@ece in scientific research covering
satellite remote sensing, mesoscale weather fdrewadeling and air pollution dispersion
modeling and monitoring.

She has experience of around 3 years in validatioth verification of numerous CDM
projects.

Her qualification, research experience and expeeien CDM demonstrate her sufficient
sectoral competence in energy generation from rabhaenergy sources.



