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Response to request for review
“Shibeishan Wind Power Generation Project in Huaiai County, Guangdong Province”
(1627)

Dear Members of the CDM Executive Board

We refer to the requests for review raised by tieard members concerning DNV’s request for
registration of project activity 1627 “Shibeishann@ Power Generation Project in Huailai
County, Guangdong Province” and would like to pdavihe below initial response to the issues
raised in the requests.

Issue 1. The DOE shall confirm how it has validated that the input values used in the investment
analysis particularly the modifications in the investment and the tariffs, taking note of the
guidance provided in EB 38 paragraph 54.

All the input parameters used in the financial gsiglare taken from the Modification of Financial
Analysis on Shibeishan Wind Farm, which is a congmbrof the project preliminary design report
(PDR). The PDR was developed by the Guangdongriidebwer Design Institute in July 2004,
and approved by Guangdong Province Constructiored®urdated 30 July 2004The input
parameters used in the financial analysis are ttwssidered information provided by an
independent and recognized source.

DNV compared the input parameters for the finaneiadlysis included in the PDD with the
parameters stated in the PDR and was able to ootitfiat the values applied are the same.

The PDR was developed only one month prior to tligept’s starting datéGiven this relative
short period of time, it is unlikely in the context the project that the input values would have
materially changed. It is thus reasonable to asstirat the PDR has been the basis for the
decision to proceed with the investment in thegmDj

The input parameters used in the financial analysi® compared with the data reported for other
similar proposed CDM projects in Guangdong Provjfigecomparing investment costs per MW,

electricity tariff, percentage of O&M costs relaito total investment costs. By applying our

sectoral competence, DNV was able to confirm thatihput parameters used in the financial
analysis are reasonable and adequately repregeettmomic situation of the project.

Issue 2. The DOE shall confirm how it has validated that the common practice analysis, taking
note of the guidance provided in EB 38 paragraph 60.

! The project preliminary design report and the aparletter by Guangdong Province Construction BuréConstruction [2004] No. 306, dated 30
July 2004.
2 Project construction starting permission,20 Augi@4. Guangdong Province Development and Refavmrittee,[2004] No. 688.
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The common practice analysis assesses the exisimd) farm projects with installed capacity
above 20 MW in China southern power gtifihis analysis shows that there are three simiiladw
farm projects with installed capacity above 20 MWA& per the guidance provided in EB 38
paragraph 60, “project participants may excludasteged CDM project activities and project
activities which have been published on the UNFCCEOM website for global stakeholder
consultation as part of the validation processwoTof the three projects have been registered as
CDM projects and are hence excludethe third project, Guangdong Honghaiwan Wind faism,
thus the only project considered in the common tmacanalysis. Compare with the proposed
project, Guangdong Honghaiwan Wind farm startedstraction before year 2002 whehe
Notice of Electric Power Sector Reform Programme was issued by State Council. This reform
came into force on 10 February 2002, and involVed former single national power companies
were divided into regional companies, separatingeggion and distribution responsibilities, and
shaping the tariff competition policy. Before trefarm, the investment of the wind farms were
decided by state government and the tariff was @soded by government, while after the reform,
the investment and the tariff became more flexibleis project thus had a different regulatory
framework and is not comparable with the proposegept activity. DNV rechecked all sources
mentioned in the analysis and could conclude tetbnstruction of a wind farm project of 100.2
MW is not a common practice in Guangdong province.

Issue 3: The start date of the project activity is 20 August 2004, the evidence of prior consideration
of the CDM is dated 16 February 2004, however the investment analysis considers costsincurred in
2003. Further clarification on the precise start date of this project activity, the means of validation
of this start date and the appropriateness of including costs from 2003 should be provided.

The project FSR was approved on 29 January 2004héyNational Development and Reform
Committee> According to Chinese policy the Project Participahall not make any investment
before government approval of the PSRe project was permitted construction on 20 AtG@94>
According to Chinese policy the Project Participahall not start construction before government
approval of the constructiénDNV rechecked the project construction start pssion approved by
Guangdong Province Development and Reform Comnii2@@4] No. 688, and verified that the start
date of this project is 20 August 2004. The cormsibn permit in August 2004 is considered as the
earliest of implementation, construction and reailoa.

DNV rechecked the Modification of Financial Analyson Shibeishan Wind Farm which is a
component of the project preliminary design regBP@R), and verified that 2004 was the first year of
the financial analysis instead of the year 2003Vd{so checked the Audit Report of the project by
Tin Wha Huayue CPAs Guangdong on 14 January 2@0%hich it is clearly announced that no

investment had been made by the Project Particlpefore the beginning of year 2004

® http://www.cwea.org.cn/upload/200612391640820.doc
4 Guangdong Nanao Wind farm, EB registration webpadtp:/cdm.unfccc.int/Projects/DB/TUEV-RHEIN11443897 .66/view Guangdong
Jiadong Wind farm ,EB registration webpalggp://cdm.unfccc.int/Projects/DB/BVQI11189424843\88w

5 Approval letter of feasibility study report of ®ishan Wind Power Generation Project in Huailainty, Guangdong Province, National
Development and Reform Committee, 29 January 2004.

8 http://www.law110.com/law/jiwei/16044.htm

7 http://www.cec.org.cn/news/showc.asp?ID=11937

8 The Audit Report of Guangdong Yudean Shibeishand/Piawer Development Co. Ltd. dated 14th Jan 20@%a@ertificate dated 5th Jun 2008
issued by Tin Wha Huayue CPAs Guangdong. And thepege of the CPAshttp://www.gdtwhycpa.com/index2.asp
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Hence, DNV verified all related documents and aomfihat there had not been any investment made
in the year 2003 and the first investment on theggot was made after 20 August 2004, the project
construction permit.

We sincerely hope that the Board accepts our afenéoned explanations.

Yours faithfully
for DET NORSKEVERITAS CERTIFICATION AS

Miha! e MWW

Michael Lehmann Peng, Huang
Technical Director Project Manager
International Climate Change Services Internati@imhate Change Services

Page 3



