@‘y 2011-034-S, EB65-14 UNFCCCICCNUCC UNFCCe
VY y

CDM - Executive Board
Page 1

F-CDM-RtB
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b (To be used only by the Project Participants and other Stakeholders for submitting Letter
to the Board as per Modalities and Procedures for Direct Communication with
Stakeholders)

Name of the stakeholder’ submitting  |[Eva Filzmoser / CDM Watch

this form (individual/organisation): . .
Katy Yann / International Rivers

_ Address: Rue d’Edimbourg 26
Address and Contact details of the

individual submitting this Letter: Telephone number: +32499212081

E-mail Address: eva.filzmoser@cdm-watch.org

Title/Su_bject (give a shor_t tit_le or specify| Request for review of the Additionality of the CDM
the subject of your submission) Project 3497: Sujiahekou Hydropower Station

Please mention whether the Submitter ] Project participant

S (RO 52 x Other Stakeholder, please specify NGOs

Specify whether you want2 the Letter to [ ] To be treated as confidential
o2 BERiEe & SemiEar); x To be publicly available (UNFCCC CDM web site)

Purpose of the Letter to the Board:
Please use the space below to describe the purpose for submitting Letter to the Board.

(Please tick only one of the four types in each submission )

x Type I:
[ IRequest Clarification [ IRevision of Existing Rules
[] Standards. Please specify reference
[] Procedures. Please specify reference
[] Guidance. Please specify reference
[] Forms. Please specify reference
x Others. Please specify reference Concerns about implementation of CDM Rules

[ ] Type II: Request for Introduction of New Rules
[ ] Type lll: Provision of Information and Suggestions on Policy Issues

" Note that DNAs and DOEs shall not use this form to submit letter to the Board.
? Note that the Board may decide to make this Letter and the Response publicly available
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Please use the space below to describe in detail the issue that needs to be clarified/revised or on

which the response is requested from the Board as highlighted above. In doing this please describe
the exact reference source including the version (if any).
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More text than visible in this form is provided below.. please copy-paste into a new word doc.

We are writing to express our serious concern about the proposed project activity: 3497: Sujiahekou
Hydropower Station.1 Registration has been requested following a validation report by ERM Certification and
Verification Services Limited which recommends approval. Since the deadline for requesting review is 2
October 2011, we trust that you will take our concerns seriously and initiate a review as soon as possible.
Sujiahekou is a new hydropower station constructed and operated by Yunnan Baoshan Binglangjiang
Hydropower Development Co., Ltd. Currently under construction, it is the third and largest hydropower station
out of four dams on the Binglangjiang cascade. We were notified about this project by an anonymous source,
who sent us a copy of the written approval for the project’s Feasibility Study Report.

Due to inconsistencies between the project information reported in the Project Design Document (PDD)zand
the information provided by official news sources and by the Feasibility Study approval document, we believe
that the additionality, feasibility, and the legality of the project are highly questionable.

In April 2011, we and our partners sent a letter to ERM Certification and Verification Services during the public
comment period detailing the reasons why the project should not qualify for CDM credits.3 The project was
nevertheless validated on 8 July 2011.

We urge the CDM Executive Board to request a review of this project and to carefully examine the following
reasons we have identified, which indicate that the Sujiahekou Hydropower project is non-additional (detailed
information about each point can be found below):

(1) The project is not additional as it could not have considered CDM before the construction began;

(2) The project may have violated CDM rules and procedures, as we have evidence that the project may have
reported its project information untruthfully to either the National Development and Reform Committee of
the People's Republic of China (hereafter referred to as "NDRC") or the ERM Certification and Verification
Services Ltd.; and

(3) The project may have violated Chinese law as it may not have obtained the necessary approval from the
NDRC of the People's Republic of China prior to the start of construction.

We are confident that after a rigorous examination of the Validation Report and other project documents, you
will agree that the proposed Project does not comply with the CDM’s additionality requirements, and will
recommend that the Executive Board reject the request for registration.

Discussion

(1) The project is not additional as it could not have considered CDM before the construction began.
According to the Guidance on the Demonstration and Assessment of Prior Consideration of the CDM, for
project activities with a start date before August 2, 2008, the project participant must indicate awareness of
the CDM prior to the project activity start date. In the PDD, it is reported that the project owner of Sujiahekou
Hydropower Station held directorate meetings in September 2006 to consider the application of CDM,
approximately three months before the reported start date of the project, which is December 16, 2006.
However, there is clear evidence that the project construction had already started well before this reported
start date and the directorate meetings.

On January 9, 2007, a news article published on the official website of the Central People’s Government of
China regarding the river closure of Sujiahekou project states that the construction of Sujiahekou dam began
in July 2006.2The river closure, on the other hand, was reportedly completed on the first day of 2007. Another
article published on the official website of Sinohydro Group Ltd. on March 15, 2011 states that the
construction of dam abutment, which was carried out by Sinohydro Engineering Bureau 3 Co., Ltd., started in
March 2006 following the Bureau’s winning of the bid for abutment construction in February.s

Given the fact that both articles come from official news sources, we believe that the start date (December 16,
2006) reported in the PDD is false and that the actual start date goes back to as early as mid-2006. This means
mggimleﬂqy@;%@“g@ﬁﬁiiher did not consider CDM financing during project preparation, as the directorate
meetings were not held until September of that year, or they viewed CDM financing as extra icing on the cake
for a project that was already financed and underway. In either case, the project cannot be viewed as
additional since the construction long preceded any serious consideration of CDM.
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Please use the space below to any mention any suggestions or information that you want to provide
to the Board. In doing this please describe the exact reference source including the version (if any).

>>

[replace this bracket with text, the field will expand automatically with size of text]

If necessary, list attached files containing *
relevant information (if any)

[replace this bracket with text, the field will
expand automatically with size of text]

Section below to be filled in by UNFCCC secretariat

Date when the form was received at UNFCCC secretariat

2 Nov 2011

History of document

Version Date Nature of revision
01.1 09 August 2011 Editorial revision.
01 04 August 2011 Initial publication date.

Decision Class: Regulatory
Document Type: Form
Business Function: Governence

Version 01/ 02 August 2011
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CDM Executive Board
UNFCCC Secretariat

Martin Luther King Strasse 8
P.O. Box 260124

D-53153

Germany

30 September 2011

Subject: Request for review of the Additionality of the CDM Project 3497: Sujiahekou Hydropower
Station

Dear Mr. Hession,

We are writing to express our serious concern about the proposed project activity: 3497: Sujiahekou
Hydropower Station.' Registration has been requested following a validation report by ERM Certification
and Verification Services Limited which recommends approval. Since the deadline for requesting review
is 2 October 2011, we trust that you will take our concerns seriously and initiate a review as soon as
possible.

Sujiahekou is a new hydropower station constructed and operated by Yunnan Baoshan Binglangjiang
Hydropower Development Co., Ltd. Currently under construction, it is the third and largest hydropower
station out of four dams on the Binglangjiang cascade. We were notified about this project by an
anonymous source, who sent us a copy of the written approval for the project’s Feasibility Study Report.

Due to inconsistencies between the project information reported in the Project Design Document (PDD)?
and the information provided by official news sources and by the Feasibility Study approval document,
we believe that the additionality, feasibility, and the legality of the project are highly questionable.

In April 2011, we and our partners sent a letter to ERM Certification and Verification Services during the
public comment period detailing the reasons why the project should not qualify for CDM credits.? The
project was nevertheless validated on 8 July 2011.

We urge the CDM Executive Board to request a review of this project and to carefully examine the
following reasons we have identified, which indicate that the Sujiahekou Hydropower project is non-
additional (detailed information about each point can be found below):

(1) The project is not additional as it could not have considered CDM before the construction
began;

" http://cdm.unfccc.int/Projects/DB/ERM-CVS1268905256.3/view

? http://cdm.unfccc.int/UserManagement/FileStorage/GV 1186LQSDCOFRXK354HP2U9ETWOJY

3 Comment by International Rivers, CDM Watch, Green Watershed and Mr. Wen Bo can be found on our website:
http://www.internationalrivers.org/en/node/6476

2150 Allston Way, Suite 300, Berkeley CA 94703,1378, USA | Tel: + 1 510 848 1155 | Fax: + 1 510 848 1008
info@internationalrivers.org | internationalrivers.org



(2) The project may have violated CDM rules and procedures, as we have evidence that the project

may have reported its project information untruthfully to either the National Development and
Reform Committee of the People's Republic of China (hereafter referred to as "NDRC") or the
ERM Certification and Verification Services Ltd.; and

(3) The project may have violated Chinese law as it may not have obtained the necessary approval

from the NDRC of the People's Republic of China prior to the start of construction.

We are confident that after a rigorous examination of the Validation Report and other project
documents, you will agree that the proposed Project does not comply with the CDM’s additionality
requirements, and will recommend that the Executive Board reject the request for registration.

Discussion

(1)

The project is not additional as it could not have considered CDM before the construction
began. According to the Guidance on the Demonstration and Assessment of Prior Consideration
of the CDM, for project activities with a start date before August 2, 2008, the project participant
must indicate awareness of the CDM prior to the project activity start date. In the PDD, it is
reported that the project owner of Sujiahekou Hydropower Station held directorate meetings in
September 2006 to consider the application of CDM, approximately three months before the
reported start date of the project, which is December 16, 2006. However, there is clear evidence
that the project construction had already started well before this reported start date and the
directorate meetings.

On January 9, 2007, a news article published on the official website of the Central People’s
Government of China regarding the river closure of Sujiahekou project states that the
construction of Sujiahekou dam began in July 2006." The river closure, on the other hand, was
reportedly completed on the first day of 2007. Another article published on the official website
of Sinohydro Group Ltd. on March 15, 2011 states that the construction of dam abutment,
which was carried out by Sinohydro Engineering Bureau 3 Co., Ltd., started in March 2006
following the Bureau’s winning of the bid for abutment construction in February.’

Given the fact that both articles come from official news sources, we believe that the start date
(December 16, 2006) reported in the PDD is false and that the actual start date goes back to as
early as mid-2006. This means that the project owner either did not consider CDM financing
during project preparation, as the directorate meetings were not held until September of that
year, or they viewed CDM financing as extra icing on the cake for a project that was already
financed and underway. In either case, the project cannot be viewed as additional since the
construction long preceded any serious consideration of CDM.

The project may have violated CDM rules and procedures, as we have evidence that the project
may have reported its project information untruthfully to either the National Development and
Reform Committee of People's Republic of China (hereafter referred to as "NDRC") or the ERM
Certification and Verification Services Ltd.

* http://www.gov.cn/ztzl/2007-01/09/content_491067.htm (in Chinese)

® http://www.sinohydro.com/664-2564-506254.aspx (in Chinese)



http://www.gov.cn/ztzl/2007-01/09/content_491067.htm
http://www.sinohydro.com/664-2564-506254.aspx

In the written approval of Sujiahekou hydropower station’s FSR (Feasibility Study Report) issued
by Yunnan Development and Reform Committee (hereafter referred to as “Yunnan DRC”) on
July 24, 2006, the total installed capacity of the project is noted as 240 MW. However, the PDD
states that the project capacity is 315 MW. This number has been confirmed by several other
sources, including a news article on the website of Sinohydro Group Ltd.,° a notice issued by the
Yunnan Department of Finance regarding the levying of a "Reservoir Region Fund" for medium
and large reservoirs in Yunnan Province,” and two research papers published in a bimonthly
academic journal titled “Yunnan Water Power.” All these sources show that 315 MW has been
the capacity for Sujiahekou project since the very beginning of the planning process.

There are several important implications of this inconsistency. First of all, given the difference
between 240 MW and 315 MW, it is highly questionable that the results of the investment
analysis and feasibility study on other aspects will still hold if the number is suddenly increased
by 75 MW. Secondly, if the planned capacity was indeed 240 MW at the time when the FSR was
approved, then the decision made by the project owner to apply for CDM at the directorate
meeting (which is more than a month earlier than the issuance of the approval) must be based
on this number as well. Finally, this inconsistency should not only lead us to question the
reliability of the project’s feasibility and additionality, but also the accuracy of the project owner
in providing key project information to the relevant authorities.

(3) The project may have violated Chinese law as it may not have obtained the necessary approval
from the NDRC of the People's Republic of China prior to the start of construction, as required
by law. As demonstrated above, the project FSR and its approval were made based on the 240
MW design, while the reported capacity in the PDD is 315 MW. According to the "Regulations
for Management of Power Generation Using Renewable Energy" issued by NDRC in early 2006,
hydropower projects built on major rivers and hydropower projects over 250 MW are subject to
the approval or examination of the NDRC.

Yet according to the PDD, the project owner did not submit the project to the NDRC until
December 2010. Furthermore, there is only evidence that the NDRC approved of the project in
June 2011 (available on the CDM project page), five years after the start of the project. No
official news reports have confirmed the issuance of the approval prior to the start date.

Conclusion

Based on these concerns, we respectfully request that you recommend that the Executive Board reject
this request for registration.

Respectfully submitted,

Katy Yan Eva Filzmoser
International Rivers CDM Watch
katy@internationalrivers.org eva.filzmoser@cdm-watch.org

® http://www.sinohydro.com/664-1000-6919.aspx (in Chinese)
" http://www.yunnanpower.cn/showinfo.asp?id=2946 (in Chinese)
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