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Abbreviations

BEF
BM
CAR
CDM
CEF
CL
CM
CMP

DNA

ERs

EIA

ERU

GHG

E

IPCC
JACO CDM
JBIC

JCF

PDD
PPA
RIEW-Varna

SPC

Baseline Emission Factor

Build margin

Corrective Action Request
Clean Development Mechanism
Carbon Emission Factor
Clarification Request
Combined Margin

The Conference of the Parties serving as the meeting of the Parties to

the Kyoto Protocol

Designated National Authority

Emission Reductions

Environmental Impact Assessment

Emission Reduction Unit

Green House Gas(es)

Independent Entity

Intergovernmental Panel on Climate Change
JACO CDM Co., Lid

Japan Bank for International Cooperation
Japan Carbon Finance, Ltd.

Joint Implementation

Joint Implementation Supervisory Committee
Kyoto Protocol

Kaliakra Wind Power AD (Project Company)
Mitsubishi Heavy Industries, Ltd.

Ministry of Environment and Waters, Bulgaria
Non Governmental Organization

Official Development Assistance

Operating Margin

Project Design Document

Power Purchase Agreement

Regional Inspectorate on Environment and Waters in Varna,
Ministry of Environment and Waters, Bulgaria
Special Purpose Company (Kaliakra Power AD)
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1. INTRODUCTION

1.1. Obijective

Mitsubishi Heavy Industries, Ltd. (hereinafter MHI) has commissioned JACO CDM to make a
determination of the Kaliakra Wind Power Project in Bulgaria with regard to the relevant
requirements for J! project activities. The determination serves as design verification and is a
requirement for all Client projects. The purpose of a determination is to have an independent
third party assess the project design. In particular, the project’s baseline, the monitoring plan
(MP), and the project’s compliance with relevant UNFCCC and host country criteria are
validated in order to confirm that the project design as documented is sound and reasonable
and meets the stated requirements and identified criteria. Determination is seen as
necessary to provide assurance to stakeholders of the quality of the project and its intended
generation of emission reduction units (ERUs).

UNFCCC criteria refer to the Kyoto Protocol Article 6 criteria and the Guidelines for the
implementation of Article 6 of the Kyoto Protocol as agreed in Decision 9/CMP.1.

This determination report summarizes the determination regarding the project design and is
prepared in order to make this report publicly available before the request for the letter of
approval to Bulgarian government according to “Bulgarian JI guidelines”. Corresponding
PDD /1Al was made publicly available from 29 March, 2007 to 27 April, 2007. The comments
received during the period and due accounts taken of them are included in this report.

1.2. Scope

The determination scope is defined as an independent and objective review of the project
design document (PDD), the project’s baseline study and monitoring plan and other relevant
documents. The information in these documents is reviewed against Kyoto Protocol
requirements, UNFCCC rules and associated interpretations. JACO CDM has, based on the
recommendations in the Validation and Verification Manual employed a risk-based approach
in the determination, focusing on the identification of significant risks for project
implementation and the generation of ERUs.

The determination is not meant to provide any consulting towards the Client. However, stated
requests for clarifications and/or corrective actions may provide input for improvement of the
project design. ,

The determination was conducted by the following team through the assessment of the PDD
and the additional documents listed in the Chapter 6 “References’, alsc by the interviews
with persons listed in the same Chapter.

The result of determination team activity was reviewed by the internal verifiers.

Determination Team
Osamu KOBAYASHI Senior Chief Engineer of JACO CDM, team leader

Teruo FUKUDA Senior Chief Engineer of JACO CDM, team member
Hideki KOBAYASH! Senior Chief Engineer of JACO CDM, team member
Yumi GOSEKI JACO CDM team member
Teiichi TAMATSUKURI expert(wind power generation)

Internal Verifiers
Yoshihiro OTSUKA  Board Director and General Manager of JACO CDM
Shigekazu OKA Manager of Audit Department of JACO CDM

1.3. GHG Project Description
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The Kaliakra Wind Power Project is a 35MW wind power generation project located on the
coast of Black Sea at the Kaliakra cape about 420km northeast of capital city of Sofia,
Bulgaria.

The plant, located in an area with favorable wind conditions, has an expected capacity factor
of 25.86%, resulting in 79,284MWh of electricity annually. The project will be developed
jointly by MHI and INOS-100D . The expected operational lifetime of the project is 20 years.
The project will contribute to the Bulgarian energy security and the global environment by
providing zero greenhouse gas (GHG) emission power to the national power grid system.
The wind-generated electricity produced by the project is to displace the grid electricity
contributing to GHG reductions of 81,400 tCO,e (tones of carbon dioxide equivalent) per year
for the duration of the project activity. In the initial 5-year crediting period, the project is
expected to reduce approximately 406.9ktCO.e, generating the equivalent amount of
Emission Reduction Units (ERUs).

2. METHODOLOGY

The determination consists of the following three phases:

I adesk review of the project design documentation « - -{WREE : BRBELBEESES

Il follow-up interviews with project stakeholders
{II the resolution of outstanding issues and the issuance of the final determination report
and opinion.

In order to ensure transparency, the determination protocol was customized for the project,

according to the Validation and Verification Manual. The protocol shows, in a transparent

manner, criteria (requirements), means of verification and the results from validating the
identified criteria. The determination protocol serves the following purposes:

s |t organizes, details and clarifies the requirements a JI project is expected to meet;

* |t ensures a transparent determination process where the independent entity will
document how a particular requirement has been validated and the result of the
determination.

The determination protocol consists of three tables. The different columns in these tables are

described in Figure 1.

The completed determination protocol is enclosed in Appendix A to this report.

Findings established during the determination can either be seen as a non-fulfiliment of

determination protocol criteria or where a risk to the fulfillment of project objectives is

identified. Corrective Action Requests (CAR) is issued, where:

i) Mistakes have been made with a direct influence on project results

ii) Determination protocol requirements have not been met; or

i) There is a risk that the project would not be accepted as a Jl project or that emission
reductions will not be verified.

The determination team may also use the term Clarification, which would be where:

iv) Additional information is needed to fully clarify an issue.
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Determination Protocol Table 1: Mandatory Requirements

Requirement Reference Conclusion Cross reference
The requirements Gives reference This is either acceptable | Used to refer to the
the project must to the legisiation | based on evidence relevant checklist
meet. or agreement provided (OK), or a questions in Table 2 to
where the Corrective Action show how the specific
requirement is Request (CAR) of risk or | requirement is
found. non-compliance with validated. This is to
stated requirements. The | ensure a transparent
corrective action determination process.
requests are numbered
and presented to the
client in the
Determination Report,

Determination Protocol Table 2: Requirement checklist

Checklist Reference | Means of Comment Draft and/or Final
Question verification Conclusion

(MoV)
The various Gives Explains how The section is | This is either
requirements in reference to | conformance used to acceptable based on
Table 1 are linked | documents | with the elaborate and | evidence provided
to checklist where the checklist discuss the (OK), or a Corrective
questions the answer to question is checklist Action Request
project should the investigated. question {CAR) due to non-
meet. The checklist | checklist Examples of and/or the compliance with the
is organized in six | question or | means of conformance checklist question
different sections. | item is verification are | to the (See below).
Each section is found. document question. It is | Clarification is used
then further sub- review (DR) or | further used to | when the independent
divided. The lowest interview (). N/A | explain the entity has identified a
level constitutes a means not conclusions need for further
checklist question. applicable. reached. Clarification.

Determination Protocol Table 3: Resolution of Corrective Action and Clarification

Requestis

Draft report Ref. to checklist Summary of Determination
clarifications and question in table 2 | project owner conclusion
corrective action response
requests
If the conclusions Reference to the The responses given | This section should
from the draft checklist question by the Client or other | summarize the
determination are number in Table 2 | project participants independent entity’s
either a Corrective where the during the responses and final
Action Request or a Corrective Action communications with | conclusions. The
Clarification Request, | Request or the independent conclusions should also
these should be listed | Clarification entity should be be included in Table 2,
in this section. Request is summarized in this under “Final Conclusion”.

explained. ~ | section.

Figure 1 Determination protocol tables
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2.1. Review of Documents

The Project Design Document submitted by MHI and additional background documents
related to the project design and baseline were reviewed.

Documents reviewed are listed in Chapter 6 “References”.

The determination findings stated hereafter are based on the PDD [1/ (version 0.5, dated 07
June, 2006) and the revised PDD/1A/ (version 1.0, dated 01 November, 2006).

2.2. Follow-up Interviews

In the period of June 19, 2006 to June 22, 2006 JACO CDM performed interviews with
project stakeholders to confirm selected information and to resolve issues identified in the
document review. Representatives of Ministry of Environment and Water(MOEW; Climate
Change Dept. and EIA Dept.), Regional Inspectorate on Environment and Water in Varna of
MOEW, Ministry of Economy and Energy, Natsionalna Elektricheska Kompania EAD, INOS 1
Ltd., and Mayor of Municipality of Kavarna as one of local stakehoiders were interviewed.
Interviews with MHI were held several times from April 13, 2006 to May 23, 2007. The

malin topics of the interviews are summarized in Table 1.

Table 1 Interview topics

Interviewed Interview topics
organisation
MHI »  Project Overview
(Project participant) » Feasibility Study
»  Project Design
>  Public comments received and the lawsuit of migrant birds
INOS 1 Lid. > Roles and Responsibility among MHI, INOS and KWP
(Project participant) »  Project design issues including additionality(expected electricity tariff)
> Management system of KWP including Monitoring plan
> Environmental impacts Assessment
>  Stakeholder comments including the lawsuit of migrant birds
MOEW (Climate » National guidelines and procedures for approving JI Project
Change Dept. and EIA | »  Schedule of the submission of the eligibility report to UNFCCC
Dept.) > ElA legislation and .th.e conditions of the EIA of thg project )
»  Supreme court decision and the prospect of the district court(lawsuit of

the migrant birds) and the relationship with the approval of the project

Regional Inspectorate |>  EIA of the project of the migrant birds

on Environment and >  Prospect of the lawsuit of the migrant birds

Water in Varna,

MOEW

Ministry of Economy | > Bulgarian basic stance for the JI Projetc

and Energy >  Establishment of CEF for JI Projects in Bulgaria and the disclosure of the
data of CEF

Natsionaina »  Methodology of determining the CEF of JI Project in Bulgaria

Elektricheska » Measurement of electricity and grid connection coniract

Kompania EAD

Mayor of Municipality > Palicy of the Municipality for the Project
of Kavarna » Opinions of the communities for the Project

2.3. Resolution of Clarification and Corrective Action Requests

The objective of this phase of the determination is to resolve the requests for corrective
actions and clarifications and any other outstanding issues which needed to be clarified for
JACO CDM's positive conclusion on the project design. The Corrective Action Requests and
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Clarification Requests raised by JACO CDM have been almost resolved during
communications between the Client and JACO CDM,

To guarantee the transparency of the determination process, the concerns raised and
responses given are summarized in chapter 3 below and documented in more detail in the
determination protocol in Appendix A.

Since modifications to the project design document were necessary to resolve JACO CDM's
concerns, the Client revised the documentation satisfactorily. However, as there still remains
2 points to be resolved, JACO CDM will issue the final determination report and opinion after
confirming the formal approvals of Bulgarian and Japanese governments.

3. DETERMINATION FINDINGS

In the following sections the findings of the determination are stated. The determination
findings for each determination subject are presented as follows:

1) The findings from the desk review of the original project design documents and the
findings from interviews during the follow up visit are summarized. A more detailed record of
these findings can be found in the Determination Protocol in Appendix A.

2) Where JACO CDM had identified issues that needed clarification or that represented a risk
to the fulfillment of the project objectives, a Clarification or Corrective Action Request,
respectively, have been issued. The Clarification and Corrective Action Requests are stated,
where applicable, in the following sections and are further documented in the Determination
Protocol in Appendix A.

The determination of the Project based on the PDD /1/ (version 0.5, dated 07 June, 2008)
and the revised PDD/1A/ (version 1.0, dated 01 November, 2006) resulted in three
Corrective Action Requests, nine Clarifications.

3) Where Clarification or Corrective Action Requests have been issued, the exchanges
between the Client and JACO CDM to resolve these Clarification or Corrective Action
Requests are summarised.

4) The conciusions of the determination are presented.

The final determination findings (1 CAR and 1 CL) relates to the project design as
documented and described in the revised and resubmitted project design documentation
(PDD /1B/: version 1.2, dated 01 May, 2007).

3.1. Participation Requirements

3.1.1. Discussion

The project participants are MHI(Japan), Japan Carbon Finance, Lid.(Japan), Kaliakra Wind
Power AD(Bulgaria) and INOS-1 OOD(Bulgaria). According to the Bulgarian JI Guidelines
(20086, September), the project participants have to apply for the formal approval of the Jl
project to Bulgarian government with the Determination report issued by the AIE. So the
participants are going to apply for the approval with this Determination report.

The project participants are also considering to get the approval from Japanese government
after the procedure above.

The formal approvals of the Ji project from Bulgarian and Japanese governments have not
been submitted to JACO CDM yet. (CAR 1)

3.1.2. Findings

Corrective Action Request 1.

The formal approvals of JI project from Bulgarian and Japanese governments shall be
submitted to the determination team before publication of the determination.

Response
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The project participants are going to apply for the formal approval of the project to the
Bulgarian government with this Determination report by JACO CDM in accordance with the
Bulgarian JI Guidelines (2006, September).

Project participants are also going to get the approval from Japanese government after the
procedure above.

3.1.3 Conclusion

This report was prepared for the application for the approval of Jl Project o the Bulgarian
government in accordance with the Bulgarian JI Guidelines. So, the project participant’s
response is acceptable at this moment.

However, the formal approvals from both Parties shall be submitted to JACO CDM before
publication of the final determination report.

3.2. Project Design

3.2.1 Discussion

(1) Technology used

The Project uses the well established wind power technology, which is very standard for wind
farm project throughout the world. 35 generators of 1000kW are to be constructed. To date,
more than 400 units of the same generator are in service worldwide. However, there are no
commercial wind farm projects in Bulgaria, and the project will be the first large scale wind
farm in the country.

Extensive feasibility study was carried out for the Project and the Feasibility Study Report
(6.Reference; Document /10/) was submitted to the determination team. The generator starts
from 3 m/s and shut down at 25 m/s, its rated speed being about 12.5 m/s. Each unit
generates 2.27 million kWh per year under expected capacity factor of 25.86% which is
equivalent to the annual electricity needs of about 700 households.

(2) Endorsement by host country focal point

The project participants have received the Endorsement Letter by Bulgarian Government
(Ministry of Environment and Water) as attached in the PDD (Annex 4), however they have
not yet received the formal approvals of JI project from Bulgarian government and Japanese
governments. (CAR 1)

in accordance with the Bulgarian JI Guideline (2008, September), the project participants are
going to apply for the approval with this Determination report issued by JACO CDM in order
to get the Letter of Approval from the Ministry of Environment and Water.

(3) Project duration and crediting time

The expected operational lifetime of the project is 20 years. The length of the crediting period
is set to be 5 years, however the crediting period may be prolonged or would be renewed in
the future based on the discussion with Bulgarian government.

3.2.2. Findings

Corrective Action Reguest 1.
Same as 3.1.2.

Response

Same as 3.1.2.

3.2.3. Conclusion
Same as 3.1.3.

3.3. Baseline
3.3.1. Discussion

(1) Baseline calculation
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The Project will offset greenhouse gas(GHG) emissions that otherwise would be generated

by fossilHfuel fired thermal power plants in Bulgaria.

a) For the calculation of baseline emissions (Emission reductions), the Carbon Emission
Factor (CEF) of the Bulgarian Power Grid provided by MOEW /11/ is used in the initial
PDD /1] (version 0.5, dated 07 June, 2006). The CEF is calculated on yearly basis (2000-
2012) by using the method of ACM0002 “Consolidated baseline methodology for grid-
connected. electricity generation from renewable sources” and the past data as well as the
forecast information derived from the Bulgarian planning method “IRP- Manager model”.
However, in the initial PDD, neither the input and output data of the calculation by IRP-
Manager nor the calculation results of Operating Margin and Build Margin with the used
database of each plant were demonstrated (CL 1, 2). Also, inconsistency with the latest
version of ACM0002 was observed in the calculation of combined margin (CAR 2).

b) In the revised PDD/1A/ (version 1.0, dated 01 November, 2006), these findings (CL 1, 2
and CAR 2) were resolved as described below. However, In spite of the forecast CEF data
provided by the Bulgarian government, the project participants changed the stance, in the
PDD/1A/, to determine the fixed value ex ante CEF by calculating combined margin of the
three year full generation weighted average of the simple adjusted OM (from 2003 to 2005)
and the latest BM (2005) in accordance with the latest version of ACMO002 (ver.08, 19
May 2006)/2/. And later the project participants changed the vaiue of CEF from 1.071
tCO,/MWh (in the PDD/1A/) to 1.026 tCO,/MWHh precisely and conservatively in the
PDD/1B/, as a result of the modification of the CEF calculation method in Annex 2, which
was confirmed {o be reasonable.

(2) Additionality

The baseline scenario was appropriately demonstrated in the PDD to be the “continuation

of current practice” as the result of the additionality analysis in accordance with the

procedure of “Tools for demonstration and assessment of additionality” /3/.

-nvestment analysis: The project IRR calculated based on the assumptions is between
0.88% (for 10 years) and 7.63% (for 20 years), and the IRR for 20 years calculated in the
sensitivity analysis fluctuates between 6.52% and 8.84%. These figures are much less
than the benchmark (12.8%) derived from government bond rates (risk free rate: 5.6%)
increased by a suitable risk premium (7.2%), demonstrating that the project is
economically or financially less atiractive even without consideration of uncertain
circumstances as shown in the barrier analysis. However the data source about the 5.6%
(risk free rate) and the7.2% (market risk premium) are to be clarified (CL 3).

Barrier analysis: As one of the investment barriers, there exists the uncertainty in the level
of tariff under the renewable off take obligation and the introduction of the Green
Certificate scheme for which Bulgarian government has not yet prepared the firm
institutional framework to promote renewable power generation.

-Common practice analysis: The development of wind power in Bulgaria is at a very early
stage, with no commercial wind turbines currently in operation. Some wind power project
under proposal is planned as a JI Project (e.g. “Pool of Small Hydro Power Stations and
Wind Energy Parks Project”< Reference No. 0002>).

3.3.2. Findings

Corrective Action Request 2

Unless otherwise justified, the default weights of 50/50 % between Operating margin and
Build margin described in the PDD shall be changed to 75/25 % in accordance with the
latest version of ACM0002(19 May 2008).

Response

The default weight in the PDD was revised to 75/25 % in the revised version of PDD /14/
(version 1.0, dated 01 November, 2006) in accordance with the latest version of ACM0002
based on the calculation results and the database of each plant of operating margin and
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build margin for 2000-2012 provided by the Bulgarian government /12/ (Baseline Study
210906 final. xls).

Clarification?

[CEF calculation]

Input data for the IRP Manager used in the CEF calculation as well as the output (results) of
the analysis are to be clarified.

Response

“Baseline information and related spread sheet ” /12/ were submitted to JACO CDM. Their
summary was attached to revised PDD /1A/ as a part of Annex2, which included the
summary of the calculation of IRP Manager based on the electricity demand forecast (both
maximum and minimum considered), and development prospects of generating capacity
(input) , as well as the classification of each plant into Marginal, Low cost, Must run or Build
margin plant, yearly generation of each plant based on the Least-Cost Planning Analysis
(output).

Baseline Emission Factors for 2000-2012 were calculated based on this scenario, and
these calculation results were also included.

Clarification2

The calculation results of Operating Margin and Build Margin with the database used for
each plant are to be clarified.

Response

The calculation results of Operating Margin, Build Margin and the database of each plant
for the calculation were provided for the period 2005-2012 by the same documents /12/
above.

Fuel type, fuel consumption, net calorific value, carbon content of fuel, un-oxidized fraction
of carbon and auxiliary power loss were specified for each plant.

All the Operating Margins of ACM0002 except dispatch data analysis OM, and related
combined margins were calculated and presented.

PDD /1A/ was revised to determine the fixed value ex ante CEF by calculating combined
margin of the three year full generation weighted average of the simple adjusted OM (from
2003 to 2005) and the latest BM (2005).

Clarification 3

The data source about the 5.6% (risk free rate) and the7.2% (market risk premium) are to
be clarified.

Response

Risk free rate(5.6%) was demonstrated as the average of adjusted interest rates of 10-year
bond of 8 countries of eastern Europe, calculated as follows by using the data from
Bloomberg:

(a) as for the countries with 10-year government bond, the interest rate was adjusted by the
inflation difference between the US and each country,

(b) as for the countries without 10-year government bond, the interest rate was introduced
by adding the yield spread of the bond with the period closest to10-year between the US
and each country to the interest rate of 10-year bond of the US.

Market risk premium(7.2%) is from the US long-horizon equity risk premium estimated by
data spanning 1926-2004 in Ibbotson’s Stocks, Bonds, Bills and Inflation Yearbook
Valuation Edition /23/.

3.3.3. Conclusion
CAR 2:
The Revised version of the PDD [1A/ (version 1.0, dated 01 November, 2008) applied the
75/25 % in accordance with the latest version of ACM0002(19 May 2008). CAR 2 was
resolved .
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CL 1:

Summary of the calculation of IRP Manager was presented with the calculation sheets of
BEF by the Bulgarian government.

Each assumption was demonstrated. CL 1 was resolved.

CL 2:

The requested information was made clear.

The selection of simple adjusted OM is acceptable. Simple OM cannot be applied since low
cost / must run plant constitute more than 50% of total grid generation. Dispatch data
analysis OM cannot be applied since IRP manager cannot handle every hourly data in full
detail. Although average OM can be applicable, simple adjusted OM is preferable from the
view point of conservativeness.

The selection of ex ante CEF is acceptable, when considering ACM0002 specifies no
restrictions in choosing ex ante or ex post CEF. Project participant also asserts certainty of
business as well as uncertainty to obtain annual ex post CEF data.

Combined margin is calculated following the procedure specified by ACM0002.

CL 2 was resolved.

CL 3:
The data source and the way of calculation of risk free rate (5.6%) and market risk
premium(7.2%) were properly demonstrated. This finding was resolved.

3.4. Monitoring Plan

3.4.1. Discussion

(1)Electricity generated
Electricity generated and supplied to the national grid is continuously metered electronically
by Kaliakra Wind Power AD (KWP). Monitoring Plan in the latest version of PDD /1A/
(version 1.0, dated 01 November, 2006) properly stipulates the operational and
management plan including equipment to be used, personnel and training, roles and
responsibilities, management structure with review and internal audit, recording and
reporting, verification and QC/QA. General Manager of KWP is responsible to develop the
monitoring manual and the procedure.

As the initial PDD /1/ (version 0.5, dated 07 June, 2006) has no clear descriptions about the
responsibility for monitoring (CL 4), the training program {CL 5) and the procedure for
project performance review (CL 6), JACO CDM pointed out three findings as clarifications.
(2)Information on environmental impacts
KWP will conduct all necessary monitoring and archiving of information on environmental
impacts in accordance with the conditions of EIA approved by RIEW-Varna of MOEW.
The information includes bird migration which shall be monitored and recorded by Radar
system and noise which shall be checked at points designed by the conditions of EIA.
The General Manager of KWP has the responsibility to develop the environmental manual
based on the conditions of approved EIA.
Particularly, according to the “Preliminary Environmental Management Plan for Kaliakra
Wind Power Project” (May 2006) /31/ made by the project participants, the radar system is
scheduled to be established so that the wind turbines can be automatically stopped while
the birds are flying through the site in accordance with the EIA approval condition of RIEW-
Varna.
As the initial PDD /1/ (version 0.5, dated 07 June, 20086) described that there were no
needs to collect environmental record required by Bulgarian law/regulation, JACO CDM
pointed out this point as a corrective action request (CAR 3). And also JACO CDM pointed
out that the stipulations of the training program (CL 5) and performance review (CL 6) were
not clear.
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3.4.2 Findings
Corrective Action Request 3

The sentence of “No need to collect environmental record required by Bulgarian
law/regulation “ in D.1.5. of the initial PDD [1/ is not correct and inappropriate, because the
ElA was conducted based on the Environment Protection Act and it was approved with the
conditions of monitoring the noise, the ornitofauna, etc. Proper modification is required.
And also much more detailed descriptions are essential regarding the monitoring of the
condition of ornitofauna, considering the social background as described in G.1.

Response

The sentence of D.1.5 was maodified as follows in the revised version of PDD [1A/ (version
1.0, dated 01 November, 20086) ;

*The KWPP shall conduct all necessary monitoring, collection and archiving of information
on environmental impact in accordance with the conditions of EIA approved by RIOS-Varna
of MOEW., This information include bird migration which shall be monitored and recorded by
the Radar system and the noise which shall be checked at the points designated by the
conditions of EIA.”

And the following sentence was added in 10. of Annex 3;

“The general manager of Kaliakra Wind Power AD will develop the environmental manual
based on the conditions of the approved EIA, preliminary environmental management plan
and other documents related to the environmental protection, based upon which the
necessary monitoring of non-GHG factors shall be conducted by Kaliakra Wind Power AD.”

Clarification 4

The authority and responsibilities among Kaliakra Wind Power AD, INOS-1 OOD and MH}!
are not clearly described in the PDD.

And the responsibilities of monitoring and others described in Annex 3 are not clear if they
belong to Kaliakra Wind Power AD.

Response

In the revised version of PDD /1A/ (version 1.0, dated 01 November, 2006), the following
sentences were added;

(a) in A.3.; “INOS and MHI are jointly developing this Kaliakra project and invest jointly to
the Special Purpose Company, Kaliakra Wind Power AD (SPC) in order to execute this
project. This ratio of the investment is MHI:INOS=70:30."

(b) In 1.0bjective in Annex 3; "As the project company established by MHI and INOS,
Kaliakra Wind Power AD is responsible to conducting necessary monitoring in accordance
with this monitoring plan.

Clarification 5

The training program for the monitoring personnel is mentioned in Annex 3. The program
and the procedures established are to be clarified.

Response

Project participants responded that KWP AD would establish the training program and by
the start of commissioning after the completion of the site construction.

In addition, the following sentences were added in the latest version of PDD 1A/ (version
0.5, dated 07 June, 20086).

(a) in 7. of Annex 3; “General Manager will develop the monitoring manuat “

(b) in 10. of Annex 3.; “The general manager of KWP AD will develop the environmental
manual based on the conditions of approved EIA | preliminary environmental management
plan and other documents related to the environmental protection, based on which the
necessary monitoring of non-GHG factors shall be conducted by KWP AD.”

Clarification 6
It is not clear if the procedure for project performance review is established, although it is
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described in Annex 3 that the GM is responsible to review the results of calculation, and

also there exists the stipulation in the “Preliminary Environmental Management Plan” that

“GM appointed by the board of SPC shall be responsible to all environmental management

including documentation, execution and reporting.”

Response

The project participants responded that the procedure would be established based on the
manual. And also the following sentences were added in the revised version of PDD [1A/

(version 1.0, dated 01 November, 2006);

(a) in 6 of Annex 3; * For generated electricity, he/she may undertake a review if it is
judged so. “

(b) in 10. of Annex 3.; “The general manager of KWP will develop the environmental
manual based on the conditions of approved EIA, preliminary environmental
management plan and other documents related to the environmental protection, based
upon which the necessary monitoring of non-GHG factors shall be conducted by KWP.

3.4.3 Conclusion

CAR 3:

The monitoring plan for environmental impacts was properly modified in the PDD to specify
the relevant data and the procedure to be established for collecting them. This finding was
resolved.

CL 4:

The responsibility of project management as well as monitoring, etc. has been clearly
described in the PDD. This finding was resolved.

CL5:

KWP AD will carry out the continuous training to the personnel concerned as described in
Annex 3, by using the environmental manual including the monitoring plan approved by
RIEW-Varna. This finding was resolved.

CL&6:

It can be considered that the General Manager has the responsibility of reviewing overall
performance of the project, as he/she has the responsibilities of monitoring and reviewing of
electricity generated, developing the environmental manual both for electricity and non-GHG
factors as well as developing the procedures for internal audit and preventive actions. This
finding was resolved.

3.5. Calculation of GHG Emissions

3.5.1. Discussion

Since the project is the renewable energy source generation, there are no project emissions,
and leakage consideration are required. Emission reduction is calculated as CEF muiltiplied
by the amount of electricity sent to the grid by the project.

As described in 3.3.1 (1), the expost CEF was calculated at first in the initial PDD /1/, and
then in the revised PDD /1A/, the ex-ante CEF was chosen in accordance with the revised .
version of ACM0002, although the CAR 2, CL 1, CL 2 were resolved.

Lastly in the PDD/1B/, the CEF was set more precisely and conservatively than the one used
in the PDD/1A/ by deriving each year's OM and BM (2003, 2004 and 2005) from the
published data and calculating combined margin of 3-year weighted OM and the latest BM,
which was confirmed to be reasonable.

3.5.2. Findings
None

3.5.3. Conclusion
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The formula and calculation is correct and the assumption of the electricity generation is
proper.

3.6. Environmental Impacts

3.6.1. Discussion

(1)EIA under the Bulgarian regulation

The project participants conducted the environmental impact assessment (EIA) in
accordance with the Bulgarian “Environmental Protection Act”. Taking into account of the
results of the EIA, the Regional Inspectorate for the Environment and Water in Varna (RIEW)
approved the project by the Resolution(No.2573) with 33 conditions on 23 June 2005 /26/,
and stated that the project would not lead to any significant and permanent negative impact
on the environment if the measures required in the decision are strictly observed. And this
resolution was confirmed by the Ministry of Environment and Water(MOEW) by the
Resolution(No.128) on 25 July 2005 /27/.

In order to comply with the 33 conditons above and all Bulgarian environmental regulations,
the project participants established "Preliminary Environmental Management Plan for
Kaliakra Wind Power Project” /31/ and the detailed manual is to be made step by step
depending on the nature of the condition under the direction of RIEW.

The validity of the governmental approval of the EIA is still in litigation with respect to the
issue of migrant birds as described in 3.7.1 below, and JACO CDM is concerned about its
final judicial conclusion.

As there were some insufficient and inappropriate descriptions about the Bulgarian
environmental regulation in the previous PDDs [ /1/ (version 0.5, dated 07 June, 2006), [1A/
(version 1.0, dated 01 November, 2006) ], JACO CDM pointed out the findings (CL 7, CL 8).
(2)Environmental Review by JBIC

The project participants submitted to JBIC for the Environmental Review the same EIA report
/36/ which was submitted to the Bulgarian government in accordance with JBIC Guidelines
for Confirmation of Environmental and Social Considerations. The Environmental Check
Report was made publicly available on the JBIC website on 20 March, 2007.

This Report has taken note of the Bulgarian government approval of the EIA and the
monitoring system for noise, vibration, electromagnetic field and migrating birds scheduled
by the project participants.

3.6.2. Findings
Clarification 7

Although the EIA was conducted based on the Bulgarian regulation, the description of the
ElA in the PDD/1A/ is not sufficient to understand the following points.

(1) The relationship between the “EIA report” submitted to the Bulgarian government and
“Environmental Checklist” for JBIC,

(2) The major result of the EIA including the impact to the migrating birds,

(3) The overall EIA process including the public consultation,

(4) The basis and conditions of the approval of the EIA, and

(5) The relationship between the EIA and the Environmental Review by JBIC. .

Response
The response to each point in the CL 7 from the project participants is as follows;

(1)It was described in F.1. of the PDD/1B/ (Version 1.2, dated 01 May 2007)
that "Environmental Checklist for Kalialra Wind Power” is the rearrangement of the EIA
report according to JBIC checklist questions. EIA report was also submitted to the
independent entity.

(2)The project participant added the description that RIEW-Varna admitted
a)ElA report has reviewed the existing state of environment and all expected impacts
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of the project. Significant and permanent negative impacts are unlikely.

b)The quantitative assessment of the risk for the birds were carried out. The radar
system provided by the project for early warning and location of migrating birds will
prevent the collision of the birds with the tubines.

(8) The procedure of making E!A in the Ordinance including the public discussion of the EIA
report was briefly described in the PDD/1B/.

(4) The project participant modified the description of the EIA in the PDD/1B/ by stressing
the following points.
a) the public discussion was held in accordance with the procedure ahove,
b)the EIA was approved considering the EIA report and the public discussion, and
c)the EIA was approved with several conditions to be observed such as one-year
monitoring of migrating birds at the site, and continuous work of radar system of
stopping the turbines while birds are flying through the site.

(5) The project participant added the following points in the F.1. of the PDD/1B/.
a)The same EIA report which was submitted to Bulgarian government was submitted to
JBIC for Environmental reviews,
b)The result of the review was made publicly available on 20 March on JBIC website,
and c)No additional requirements for monitoring were raised other than the conditions
of EIA approval by the Bulgarian government.

Clarification 8

The Decision of the approval of EIA states that the project will not lead to any significant
and permanent negative impact on the environment under the condition that the measures
required in the Decision are strictly observed.

The countermeasures are being prepared by the project participants.

In this context, the phrase of “The Bulgarian laws/regulations do not force some measures.”
in F.2. in the PDD /1/ is incorrect and inappropriate. The reason of this sentence is to be
clarified.

Response

The sentence of F.2. was modified in the revised version of PDD /1A/ (version 1.0, dated 01
November, 20086) by deleting the sentence “The Bulgarian laws/ regulations do not force
some measures”, etc. and by adding the sentence “The Decision of the approval of EIA
states that the project will not lead to any significant and permanent negative impact on
environment under the condition that the measures required in the Decision are strictly
observed.”

3.6.3. Conclusion

CL7:

The project participants modified the description of the EIA in F.1. of the PDD/1A/ by

stressing the following points in the final PDD/1B/ (Version 1.2, dated 01 May 2007),

considering the circumstances of the continuing court case for the impact of migrating birds .

as well as the comments received from the NGOs during the public comment period;

a) The EIA was conducted in accordance with the procedure including the public discussion,

b) The EIA was approved with the conditions, particularly with respect to the preventive.
radar system of stopping the turbines while birds are flying through the site

No further actions required.

CL 8:
The description of F.2.of the PDD /1/ was appropriately modified. This finding was resolved.

3.7. Stakeholders’ Comments

3.7.1. Discussion
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In the process of EIA, the public discussion on environmental impact of the project took place
on 31 May 2005, and it was reported that the majority of the opinions were found favorable to
the project, while some concerns were raised by certain NGOs with respect to the issues of
noise, wild life and migrant birds. The project participants gave written responses to these
concerns [25/.

During the interview to the mayor of the Muricipality of Kavarna by the determination team
members, he replied that the local congress was supporting the project with no negative
speeches so far, and also commented that there were supporting speeches from the local
people in the public hearing of EIA conducted in the city, aithough there were some negative
speeches from NGOs.

One appeal was filed with Bulgarian Supreme Administrative Court by certain NGOs against
the Resolution by MOEW with respect to the issue of migrant birds on 16 August 2005 29/,
‘however the Supreme Court decided to stop the case processing and to send the case to the
District Court of Varna /30/. On 27 October 20086, the District Court decided to terminate this
case proceeding due to inadmissibility of the claim filed in its delay of term /33/.

However, on 16 March 2007, the Supreme Administrative Court abolished this District Court
decision and returned the case to the court for the resumption of the procedural actions /34/.
JACO CDM requested the project participants to notify the final judicial conclusion for the EIA
upon issuance (CL 9).

3.7.2. Findings
Clarification 9
RIEW-Varna approved the project by the decision on EIA on 23 June 2005 and MOEW
confirmed this decision on 25 July 2005 (Resolution No.128) by rejecting the appeal from
the Bulgarian Society for the Protection of Birds, etc.
The NGOs above filed the complaint to the Supreme Administrative Court on 16 August
2005 requesting the repeal of the Resolution above.
On 15 May 2006 the Supreme Court decided to stop the case processing and to send the
case to the District Court of Varna. On 27 October, 2006 the District Court decided to
terminate this case proceeding due to inadmissibility of the claim filed in its delay of term.
However, on 16 March 2007, the Supreme Administrative Court abolished this District Court
decision and returned the case to the court for the resumption of the procedural actions.
The final judicial conclusion for the EIA of the project has to be clarified upon issuance.
Response
The final judicial conclusion for the EIA of the project has not been informed to JACO CDM
by the project participants yet.

3.7.3. Conclusion

CL 9: JACO CDM confirmed that the EIA was conducted in accordance with the Bulgarian
legislative requirements and approved by the administrative authorities concerned.
However JACO CDM is also concerned about the final judicial conclusion for the EiA,
because this is closely related with the possibility of the Bulgarian government approval of
the project as described in the Endorsement Letter by MOEW (September 14, 2005).

4. COMMENTS BY PARTIES, STAKEHOLDERS AND NGOS

JACO CDM published the PDD [1A/ (version 1.0, dated 01 November, 2006) on its website
linked with UNFCCC web site on 29 March, 2007 and invited comments until 27 April, 2007
by Parties, stakeholders and UNFCCC accredited observers

Two comments were received. These are referred to and further discussed in appendix B
of this report.
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5. DETERMINATION OPINION

JACO CDM has performed a determination of the Kaliakra Wind Power Project in Republic of
Bulgaria. The determination was performed on the basis of UNFCCC criteria and host
country criteria, as well as criteria given to provide for consistent project operations,
monitoring and reporting. UNFCCC criteria refer to Article 6 of the Kyoto Protocol, the Ji
guidelines and subsequent decisions by the Joint Implementation Supervisory Committee.

The review of the project design documentation and the subsequent follow-up interviews
have provided JACO CDM with sufficient evidence to determine the fulfilment of stated
criteria.

By displacing fossil fuel-based electricity with electricity generated from a renewable source,
the project results in reductions of CO, emissions that are real, measurable and give long-
term benefits to the mitigation of climate change.

Emission reduction has been conservatively estimated to be 81,400 tonnes of CO;, per year.

An analysis of the investment and technological barriers demonstrates that the proposed
project activity is not a likely baseline scenario. Emission reductions attributable to the project
are hence additional to any that would occur in the absence of the project activity. Given that
the project is implemented as designed, the project is likely to achieve the estimated amount
of emission reductions.

In summary it is JACO CDM’s opinion, that the project meets all relevant UNFCCC
requirements for the JI project and all relevant host country criteria provided that the formal
approvals from the Bulgarian government following the Buigarian JI Guidelines and
Japanese government are issued, and also the final judicial conclusion of the court case is
confirmed, before the final publication of this report.
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