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1 EXECUTIVE SUMMARY — DETERMINATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a determination of the “Associated
Gas Recovery Project for the Komsomolskoye OildFiel Russia. The determination was
performed on the basis of UNFCCC criteria for ttend Implementation, as well as criteria
given to provide for consistent project operatiomspnitoring and reporting. UNFCCC

criteria refer to Article 6 of the Kyoto Protocdlhe Guidelines for the implementation of
Article 6 of the Kyoto Protocol and the subsequdetisions by the JI Supervisory
Committee.

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

The host Party is the Russian Federation and thensgr Annex | Party is Denmark.

However, the focal points of the Russian Federaaind Denmark have not yet provided an
approval letter for the project, including an autlmation of the project participants OJSC

“NK-Rosneft” and the International Bank of Reconsttion and Development (IBRD) as the
Trustee of the Danish Carbon Fund.

The project activity will capture and processes cassted petroleum gas (APG) that
previously was flared and that would be continugwshd increasingly be flared given the
increase in oil production proposed and its asstemaincrease in APG production. The
recovered and treated dry gas is supplied to Gaxpribansmission pipeline where it
substitutes natural gas which otherwise would htvébe added to the system to satisfy
consumers’ demand in natural gas. Thus, the profesults in reductions of GHCO,
emissions that are real, measurable and give la@ngitbenefits to the mitigation of climate
change. It is demonstrated that the project is aotikely baseline scenario. Emission
reductions attributable to the project are hencealiidnal to any that would occur in the
absence of the project activity.

The project correctly applies the approved CDM liaseand monitoring methodology
AMO0009, version 2.1 “Recovery and utilization osgeom oil wells that would otherwise be
flared”. There are two deviations from the methadpl applicability criteria. One is
regarding the fact that a significant amount of ARS currently being utilized in the
Gubkinskiy gas processing plan (GPP) and thus raniwy flared as required by AM0009.
However, it demonstrated and assessed by DNV tieaAPG that exceeds the processing
capacity of the Gubkinskiy GPP is flared and woualthtinue to be flared. To set the
maximum possible intake of the APG by the GubkinGSKP to the highest delivery over the
last 3 years of APG to the GGPP (950 fjirand to assume that the same amount of APG
would also be used by the Gubkinskiy GPP in therduts deemed in accordance with the Ji
guidance for baseline setting. Moreover, the enarggd for transport and processing of
recovery gas is not only generated by the use aivwered gas, but also electricity from the
grid is used. Electricity consumed from the gridrie only 0.1% of total energy consumption
used by project activity. Nonetheless, the emissidne to electricity consumption are
determined applying elements of the “Tool to catellproject emissions from electricity
consumption” (version 01) approved for the CDM. $hamissions calculations have been
estimated according to a combination of methodolaii0009 and elements of the “Tool to
calculate project emissions from electricity conption (version 01)” in a complete and

JI Determination — Report No. 2008-0729, rev. 022 5
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transparent manner and the deviation from AMOOO&xlicability condition is deemed
acceptable.

The total emission reductions from the project esémated to be 6 650 836 tgover the
crediting period from 2010-2012. The emission reidumcforecast has been checked and it is
deemed likely that the stated amount is achievegnghat the underlying assumptions do
not change.

Adequate training and monitoring procedures haverbienplemented.

In summary, it is DNV’s opinion that, with the gxtten of the formal approval of the project
activity by the focal point of Russia, the “Assteth Gas Recovery Project for the
Komsomolskoye Oil Field” in Russia, as describedhie PDD version 2 of 25 July 2008,
meets all relevant UNFCCC requirements for the JI.

2 INTRODUCTION

The World Bank Carbon Finance Unit has commissiddetiNorske Veritas Certification AS
(DNV) to perform a determination of théAssociated Gas Recovery Project for the
Komsomolskoye Oil Fielth Russia (hereafter called “the project”). Theport summarises
the findings of the determination of the projeatrfprmed on the basis of UNFCCC criteria
for the JI, as well as criteria given to provide ¢donsistent project operations, monitoring and
reporting. UNFCCC criteria refer to Article 6 ofetiKyoto Protocol, the Guidelines for the
implementation of Article 6 of the Kyoto Protocahdhthe subsequent decisions by the Jl
Supervisory Committee.

2.1 Objective

The purpose of a determination is to have an inaldgyet third party assess the project design.
In particular, the project's baseline, monitorinignp and the project’'s compliance with
relevant UNFCCC and host Party criteria are vaiidan order to confirm that the project
design, as documented, is sound and reasonable nm®is the identified criteria.
Determination is a requirement for all JI projeetsd is seen as necessary to provide
assurance to stakeholders of the quality of thgept@nd its intended generation of emission
reduction units (ERUS).

2.2 Scope

The determination scope is defined as an indepératah objective review of the project
design document, the project’'s baseline study amshitoring plan and other relevant
documents. The information in these documents igewed against Kyoto Protocol
requirements, UNFCCC rules and associated intejves. Based on the recommendations
in the Validation and Verification Manual /4/, DN&mployed a risk-based approach in the
determination, focusing on the identification ofrsficant risks for project implementation
and the generation of ERUs.

The determination is not meant to provide any ctimgutowards the client. However, stated
requests for clarifications and/or corrective agsionay provide input for improvement of the
project design.

JI Determination — Report No. 2008-0729, rev. 022 6
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3 METHODOLOGY
The determination consisted of the following thpbases:

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

and opinion.
The following sections outline each step in moreitle

3.1 Desk Review of the Project Design Documentation
The following table outlines the documentation eswed during the determination:

11/

121

13/

141

15/
16/

171

18/

19/
10/
111/

112/

113/

114/

EcoSecurities B.V., World Bank Carbon Finance URitoject Design Document for
“Associated Gas Recovery Project for the KomsonmlekOil Field” Version 1 of
2007-12-20, Version 2 of 2008-07-25

CDM Executive Board, Approved baseline and momitgprimethodology AMO009/
Version 02 “Recovery and utilization of gas from wells that would otherwise be
flared”.

CDM Executive Board., Methodological tool/Versiol“dool to calculate project
emission from electricity consumption”

International Emission Trading Association (IETA) the World Bank’s Prototype
Carbon Fund (PCF): Determination and Verification Manual
http://www.vvmanual.info

2006 Revised IPCC Guidelines, Volume 2

The Expertise Act dated 2008-03-18 #40/120-20% the Director of the Technical
Planning and Project Preparation Department of &bsn

The Expertise Act dated 2007-10-23 #40/1-40/he Director of the Technical
Planning and Project Preparation Department of &bsn

EcoSecurities, Baseline/Project Emissions andrieial calculating modules
(electronic appendix to PDD)

NK-Rosneft OJSC, Investments Committee Meetesylts, #13, 2006-07-07.

NK-Rosneft OJSC, Investments Committee Meeatasgllts, #22/07, 2007-10-26.

UKRNGI OJSC, Associated petroleum gas collectiorgttment and compression at the
Komsomolskoe oil field project design documentatidalume 7 Estimate
documentation, Book 1 Summary construction costutation, 2007.

UKRNGI OJSC, Associated petroleum gas colbegtireatment and compression at the
Komsomolskoe oil field project design documentatidalume 3 Explanatory note,
Book 5 Technical and Economic Data, 2007.

SIBPROEKT CJSC, Reconstruction of the Gas DistrdsuPlant

of the Central Production Stock Station at the $&kaye Field Project working
documentation, Volume 1, Book 1 Explanatory nog&4,24, 2008.

Supplemental Agreement for the Contract of the AR@ply between Rosneft and
Sibur GGPP for 2007, signed on November 26, 2006.

JI Determination — Report No. 2008-0729, rev. 022 7
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/15/ Invoice for the APG supply from the Komsomolskoyiefield and reception at the
Sibur GGPP for 01.01.2008-01.31.2008 from JanuryB08.

/16/ Ministry of Economic Development and Trade in Ras&eport “Projections for the
social and economic development of the RF in 20@Bpaojections up to 2010”, April
2007.

/17/ Interview by the President of Rosneft Mr. Bogdakokito Vedomosti. Please see
Vedomosti, 06.06.2008103 (2125), http://www.vedomosti.ru/newspaper/
article.shtml?2008/06/06/150606

The main changes between version 1 of the PDD dd&fember 2007 published for the 30
days stakeholder commenting period and versionZ5afuly 2008 are as follows:

- the default emission factor has been appliedjaslgo 1.3 tC@MWh for Case A of
the “Tool to calculate project emissions from dledly consumption” (Version 01)
instead of calculating the emission factor of then€n regional power grid;

- total estimated emission reduction has been caddobm 7 221 459.4 to 6 650 836.8
tonnes of C@e. The highest delivery over the last 3 years gbasted gas to the
Gubkinskiy GPP (950.0 M) has been taken in the baseline calculation idstézhe
average amount 890.2 Mrfor 5 years; the fugitive emissions have beensadilin
accordance with the latest data received from Sputetering station at each cluster
of wells to the PWRU and the default emission facto exchange for the emission
factor of the Tumen regional power grid.

3.2 Follow-up Interviews with Project Stakeholder

Date Name Organization Topic
/18/ 2008-03-12- Mr. Rostislav 0OJSC “NK- = Planes of production
2008-03-13 Latysh Rosneft’, Deputy » |nvestment analysis
Director " .
= Additionality
/19/ 2008-03-12- Mr. Valery “RN-Purneftegas” * Curre_nt performance
2008-03-13 Bedrin Ltd of the project
Deputy Director  * Planes of production
/20/  2008-03-12- Mr. Radic “RN-Purneftegas” " quelir_1e and project
Yusupov Ltd determination
Chief engineer
21/  2008-03-12- Mr. Alexander ~ “RN-Purneftegas” ® Monitoring plan
2008-03-13 Babintsev Ltd
Chief metrologist
[22/ 2008-03-12- Mr. Sergey “RN-Purneftegas” * EIA
2008-03-13 Kislyakov Ltd
Chief of
environmental
department

JI Determination — Report No. 2008-0729, rev. 022 8
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/23/  2008-03-12 Mrs. Ekaterina  “RN-Purneftegas” * Monitoring data
Yukhmanova Ltd
Chief of
laboratory
24/ 2008-03-12- Mr.Vladimir “RN-Purneftegas” * Monitoring plan
2008-03-13 Shibel Ltd
Chief of industrial
control
department
/25/ 2008-03-12- Mrs. Alexandrina The World Bank ® Investment analysis
2008-03-13 Platonova-Oquab Carbon Finance * Additionality of the
Unit project
Environmental = Baseline and project
Specialist scenario confirmation
/26/ 2008-03-12- Mr. Juan Carlos EcoSecurities = Additionality of the
2008-03-13 Parreno B.V. project
Consultant = Baseline and project

scenario confirmation
=  Ex-ante coefficients
= Monitoring plan

3.3 Resolution of Outstanding Issues

The objective of this phase of the determinatios tearesolve any outstanding issues which
needed be clarified prior to DNV’s positive condtus on the project design. In order to
ensure transparency a determination protocol watooused for the project. The protocol
shows in transparent manner criteria (requiremem®ans of verification and the results
from validating the identified criteria. The detenation protocol serves the following

purposes:

» It organises, details and clarifies the requiremend| project is expected to meet;
* It ensures a transparent determination processewtier AIE will document how a
particular requirement has been validated andebeltr of the determination.

The determination protocol consists of two tablEse different columns in these tables are
described in the figure below. The completed deigation protocol for théAssociated Gas
Recovery Project for the Komsomolskoye Oil Fisldnclosed in Appendix A to this report.

Findings established during the determination démee be seen as a non-fulfilment of Jl
criteria or where a risk to the fulfilment of projeobjectives is identified. Corrective action
requests (CAR) are issued, where:

JI Determination — Report No. 2008-0729, rev. 022 9
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)
i)
ii)

reductions will not be issued.

mistakes have been made with a direct influenceroject results;
JI and/or methodology specific requirements haudeen met; or
there is a risk that the project would not be ated@ms a JI project or that emission

A request for clarification (CL) may be used whadglitional information is needed to fully

clarify an issue.

Determination Protocol Table 1: Mandatory Requirementsfor JI Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th
legislation or

agreement where the
requirement is found,

e This is either acceptable based on evidence provioK), a
Corrective Action Request (CAR) of risk or non-compliance
with stated requirements or a request @arification (CL)
where further clarifications are needed.

Determination Protocol Table 2: Requirement checklist

Checklist Question Reference Means of Comment Draft and/or Final
verification (MoV) Conclusion
The various Gives Explains how The section is This is either acceptable
requirements in Table 2 | reference to | conformance with | used to elaborate| based on evidence
are linked to checklist | documents | the checklist and discuss the | provided OK), or a
guestions the project where the question is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist | Examples of meang conformance to | compliance with the
different sections, question or | of verification are | the question. Itis | checklist question (See
following the logic of the| item is document review | further used to below). A request for
large-scale PDD found. (DR) or interview | explain the clarification (CL) is used
template, version 01 - in (I). N/A means not | conclusions when the determination
effect as of: 15 June applicable. reached. team has identified a neeg
2006. Each section is for further clarification.
then further sub-divided,

Determination Protocol Table 3: Resolution of Corrective Action and Clarification Regquests

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Determination conclusion

If the conclusions from th
draft Determination are
either a CAR or a CL,
these should be listed in
this section.

> Reference to the

checklist question
number in Table 2
where the CAR or CL g
explained.

The responses given by
the project participants
during the

5 communications with the
determination team
should be summarised i

This section should summari
the determination team’s
responses and final
conclusions. The conclusions
should also be included in
n Table 2, under “Final

this section.

Conclusion”.

Figure 1: Determination protocol tables

JI Determination — Report No. 2008-0729, rev. 022
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3.4 Internal Quality Control

The draft determination report including the idit@etermination findings underwent a
technical review before being submitted to the gubparticipants. The final determination
report underwent another technical review beforendbeforwarded to the Supervisory
Committee. The technical reviews were performedabyechnical reviewer qualified in
accordance with DNV’s qualification scheme for étefmination and verification.

3.5 Determination Team

Role/Qualification Last Name First Name Country

Team leader Folkestad Tonje Norway

GHG auditor Zhukova Yulia Russian Federation
JI Validator Voros Mario Slovakia

Sector expert Lehmann Michael Norway

Technical reviewer | Brinks Hendrik W. Norway

(draft report)

Technical reviewer | Chandrashekara Kumaraswamy India

(final repot)

JI Determination — Report No. 2008-0729, rev. 022 11
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4 DETERMINATION FINDINGS

The findings of the determination are stated in fiblowing sections. The determination
criteria (requirements), the means of verificataod the results from validating the identified
criteria are documented in more detail in the deieation protocol in Appendix A.

The final determination findings relate to the patjdesign as documented and described in
the revised and resubmitted project design docuatientof 25 July 2008.

4.1 Participation Requirements

The host Party is the Russian Federation and tlassp Annex | Party is Denmark.

However, the focal points of the Russian Federatiotht Denmark have not yet provided an
approval letter for the project, including an authation of the project participants OJSC
“NK-Rosneft” and the International Bank of Reconstion and Development (IBRD) as the
Trustee of the Danish Carbon Fund.

According to the decision by JISC at it Beeting (JISC, Sixth Meeting Report, paragraph
21a, page 4), the letter of approval of the hostyPia sufficient for the delivery of the
determination report as well as for submissionheffinal determination report. However, in
case no approval is provided by Denmark after pecef the approval by the Russian
Federation and prior to the submission of finaked®ination report to the JISC, the project
participant IBRD and the participating Party Denknarust be removed from the PDD and
may only be included if approval by Denmark, inchgl authorization of the IBRD, is
obtained.

The Russian Federation ratified the Kyoto Protamol18 November 2004, submitted the
national GHG emissions registry to the UNFCCC axetated other actions to fulfil with the
Kyoto protocol requirements. According to the Jesuin the Russian Federation, the Letter
of Approval can be issued by the designated fooaitpupon the submission of the Expert
Opinion of the qualified independent third partyper concluding that the project is in
compliance with the requirements of the UNFCCCilier JI projects.

4.2 Project Design

The associated petroleum gas (APG) being produtethea Komsomolskoye oil field,
operated by “Rosneft-Purneftegaz”, is currently491Gnt, of which about 70% is sent to the
Gubkinskiy gas processing plant (Gubkinskiy GPPJ #me rest is flared (~0.509 G
Under the current setting, oil and gas from thelpobion wells is transported through 5-7 km
long pipelines to a preliminary water removal u(RWRU), where oil and APG are
separated. The PWRU has been built in January 200& delivered to the processing and
consumption locations and APG is delivered to thébKinskiy GPP through an 18 km
pipeline. The Gubkinskiy GPP belongs to Sibur Rdtemical Group, a subsidiary of
Gazprom Group.

The oil production of the Komsomolskoye field ispekted to increase after commissioning
of new wells and consequently the amount of APG indrease from 1490 MiM(2007) to
2110 Mn? in 2010, to 2219 Mrhin 2011 and 2331 Mfin 2012,

The additional oil and APG will be transported ke tPWRU through the already existing
infrastructure. Thus, pressure in the oil and gatheaying infrastructure, which is connecting

JI Determination — Report No. 2008-0729, rev. 022 12
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the well sites to the water removal unit, will iease. This pressure can only be released
through flaring of APG, which may in future reaelvéls of 1332 Mrifyear.

While the release of pressure through flaring ofGA&lows maintaining a constant pressure
at the oil and gas gathering infrastructure anith@twater removal unit input, it also leads to
an increase in pressure at the output of the PWRIis was confirmed by the calculation
data provided during DNV’s site-visit. The pressleeels drop below the input requirements
of the Gubkinskiy GPP. Consequently, “RN-Purnef@geould consider building an APG
booster compression station (BCSB) after the PWRvang them to keep pressure at the
Gubkinskiy GPP requirements. The minimal pressutbeintake point of Gubkinskiy GPP
is at 0.09 MPa. The demand from the Gubkinskiy G&Hxed, and Gubkinskiy GPP is
working over capacity and several unplanned shutdperiods has lead to even larger
increase of APG flaring volumes at Komsomolskoyiee Tapacity of the Gubkinskiy GPP is
not sufficient to accept for treatment increasirgG\volumes.

According to the official web-site of Sibur, the lkinskiy GPP has a design capacity of
2.140 Gm3 per year and handles gas from RosnefteRagaz (Tarasov, Barsukov, Gubkin,
Komsomol fields) and Purneft (Prisklonovoye field).

The maximum amount that could be delivered to Gudliy GPP has been provided by the
agreement # 0000605/1263 of associated gas sumilyebn Rosneft-Purneftegaz and
Gubkinskiy GPP.

The Letter #397 dated 16.02.2007 and the Letter8#18ated 20.09.2007 from the
Gubkinskiy GPP to Rosneft-Purneftegaz confirm tinat Gubkinskiy GPP asked Rosneft-
Purneftegaz to reduce APG supply on account ofrtamtenance works at the Gubkinskiy
GPP. It has been verified by DNV during the sitstvi

Thus, the construction of the BCSB would only allawpartial solution of the problem of
increasing flaring volumes after the supply to @wbkinskiy GPP.

“RN-Purneftegaz” thus eventually made the decismimplement the proosed JI project by
delivering APG to the Gasprom pipeline.

The advanced engineering design has been prepgréte bauthorized design organization
“Ukrainian Oil and Gas Institute (UKrNGI)”. “RN-Pueftegaz” will select the technology
provider through a tendering process. The projecuthentation has been provided during
the DNV site-visit.

The starting date for the project activity is exjeelcto be only after the recognition as a Ji
project and is expected to be commissioned in ttst fuarter of 2010. The expected
operational lifetime of the project is 22 yearseTH crediting period is expected to be 3
years from 2010-2012.

4.3 Baseline Determination

The baseline is determined using the approved CDlddelne methodology AM0009
“Recovery and utilization of gas from oil wells thaould otherwise be flared”, version 02 /2/
and the CDM “Tool to calculate project emissiomfrelectricity consumption” /3/.

AMO0O009 is demonstrated to be applicable to thegmtogctivity, as it fulfils the following
conditions:

JI Determination — Report No. 2008-0729, rev. 022 13
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1. Gas at oil wells is recovered and transported ipghines to a process plant where dry
gas, LPG and condensate are produced
The project activity includes recovery of APG a¢ tkomsomolskoye QOil Field. The
APG is processed into dry gas and LPG product<&,B

2. Energy required for transport and processing ofawry gas is generated by using
the recovery gas.

The project activity is overwhelmingly using the @Precovered for its energy
requirement for transport and processing of regogas, but also electric power is
used from the Tumen regional grid. The electrigbnsumption of the project is
estimated to be in the order of 21 GWh, which iargg terms represents 75 600 000
MJ per year. The BGSonsumes a volume of 151.2 MRmvhich corresponds to 5
462 958 836 MJ (LHV of gas 8623.03 kcal/m Consequently, electricity
consumption represents less than 1% (0.1%) of ob& tnergy content of the
recovered gas which is insignificanHowever, emissions due to electricity
consumption are determined applying elements of“fraol to calculate project
emissions from electricity consumption” (version).OThereby, this deviation from
AMO009 is deemed acceptable.

3. The products (dry gas, LPG and condensate) ardyltkesubstitute in the market only
the same type of fuels or fuels with higher carbomntent per unit of energy
The project activity results in the production oj@s-product types: dry gas and LPG.
Dry gas is supplied to the Gazprom unified gassimaesionsystem, thus displacing
natural gas consumption. Dry gas supplied is tth&tGasprom requirement.
LPG is supplied in the oil lines of Purneftegaajshdisplacing oil. The fraction of
LPG expected is lower than 1% of the total volurheilp and since is a by-product of
the APG extracted from the Komsomolskoye oil fielt;has a lower carbon
concentration than the oil it displaces.

4. The substitution of fuels due to the project atiis unlikely to lead to an increase of
fuel consumption in the respective market
The dry gas separated from the recovered APG iplisdpto the pipeline of
Gazprom'’s unified gas transmission system. Namgalis largely available in Russia.
The volume of gas supplied to the market by thgeptas insignificant (0.3%) in
comparison to the gas produced in Russia.

5. In the absence of the project activity, the gasasnly flared
While a significant amount of APG is currently begiuatilized in the Gubkinskiy GPP,
it demonstrated and assessed by DNV as descrided tieat the APG that exceeds
the processing capacity of the Gubkinskiy GPPasefl and would continue be flared.
To set the maximum possible intake of the APG leyGubkinskiy GPP to the highest
delivery over the last 3 years of APG to the Gubkip GPP (950 Mrj) and to
assume that the same amount of APG would also & I the Gubkinskiy GPP in
the future is deemed in accordance with the Jlanad for baseline setting
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6. Data (quantity and fraction of carbon) is accessilin the products of the gas
processing plant and on the gas recovered fromrotileexploration facilities in
cases where these facilities supply recovered @#set same gas processing plant
Data (quantity and fraction of carbon) is accessiinl the products of BG&dry gas
and LPG) and will be available via the project depers. The production of the
Komsomolskoe field is the only one connecting te BCSp and there is no other
exploration facilities that also supply recoveres ¢p the same BCS.

The baseline has been identified as building a BG&®Bion that allows maintaining gas
pressure levels within the requirements of the Gty GPP (min. 0.09 MPa) and flaring
the remaining amount of gas that systematicallyeiases with the oil production. The annual
maximum amount of APG for last three years deligdeti@ Gubkinskiy GPP has been 950
million Nm3. The remaining amount of APG is flarethe flare infrastructure for this
purpose is already under construction. This opatlaws for releasing of the increase in
pressure accumulated in the transmission infrastrecvia flaring; increasing the pressure
after the BCSB to the levels required by the Guslky GPP, and continuing using the
already existing transmission infrastructure. Thagnitude of the BCSB to be installed for
this purpose would be moderate, since gas presseds to be only 0.09 MPa at the entrance
of the Gubkinskiy GPP.

Four alternatives to the project activity have bétantified in the PDD and discussed as
described in section 4.4: release to the atmospdtetes oil production site (venting); flaring
at the oil production site; on-site consumption amelction into the oil reservoir.

The project boundary includes the Komsomolskoydi@id (including 362 wells in 2007 and
expecting to increase to 412 in 2010); the pipetioenection between the Komsomolskoye
oil field, specifically the PWRU, and BCSP; the glipe connection between the BCSP and
Gazprom’s reception point and the pipeline conoecbetween the BCSP and oil injection
point.

4.4 Additionality

The discussion of the baseline scenario alternatarel determination of additionality have
been made in accordance with AMO0009. Additionalitiy the project activity has been
demonstrated by analyzing the legal aspects, eceorattnactiveness and barriers faced by the
following options:

Option 1: Release to the atmosphere at the oilymtoeh site (venting).

Option 2: Flaring at the oil production site.

Option 3: On-site consumption and/or power supplihe grid.

Option 4: Injection into the oil reservoir.

Option 5: Recovery, transportation, processingdisttibution to end-users.

Step 1: Evaluating legal aspects, including to techl screening

Option 1: Release to the atmosphere at the oilyntozh site (venting).

This option is prohibited by Russian law and thas oot be seen as a realistic alternative
scenario.

Option 2: Flaring at the oil production site.
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The oil production of the Komsomolskoye field ispexted to increase and consequently the
amount of APG increases. This means that additioilahnd APG are transported to the
preliminary water removal unit (PWRU) through thieeady existing infrastructure. The
pressure in the oil and gas gathering infrastregtaonsisting of the transmission system from
the well sites to the PWRU increases. The pressuthis infrastructure needs to be kept
constant at 0.643 MPa. This pressure can onlyleaged through flaring of the APG, which
may in future reach levels of 1.110 Min 2010, 1220 Mrhin 2011 and 1332 Mfin 2012
compared to the current level of ~500 Myear. While this procedure allows maintaining a
constant pressure at the transmission system atleatvater removal unit input (0.3-0.4
MPa), it leads to a decrease in pressure at thmubaf the water removal unit (0.2-0.3 MPa).
Considering that the gas still needs to be transgdor 18 km, the pressure drops below the
input requirements of the Gubkinskiy GPP (0.09 MRa)addition, the demand from the
Gubkinskiy GPP is capped by the installed capadfityre processing units.

In face of the pressure dynamics explained aboR&-Purneftegaz” has to build a new
compression station (B@pat the end of the PWRU. This unit would allow w@&tg the
provision of gas to the Gubkinskiy GPP and at tames time comply with the pressure
requirements of Gubkinskiy GPP (min. 0.09 MPa refshn is stipulated by specification for
Gubkinskiy GPP).

The supply to the Gubkinskiy GPP is regulated unadgproved contractual terms and
complies with current regulations. Consequentlyis thlternative is viable under legal
considerations and also technically feasible. Dpison is considered to be the baseline.

Option 3: On-site consumption and/or power supplihe grid.

Currently, heat needs are met by the use of the AP® 0.2 Grilyear and the electricity
demand is met by the use of electricity providedthiy Tumen regional grid. The current
volumes of gas consumption for on-site use aremliion Nm? per year. This option is thus
not feasible either, since it only consumes anayeenf 10% of the expected gas volume.
Once the project is operational this figure is etpe to increase to 14.2 MNmwhich
represents less than 1% of the total volume ot@ae recovered by the project activity.

The possibility to implement a power generationjgubthat delivers electricity to the grid is
not a feasible option either. The Komsomolskoy#&lfie remote from any significant centers
of electricity and/or heat consumption and is fgdine limited demand of the few populated
areas around it. This position is limiting the ogpaity of direct supply of electricity and/or
heat to specific clients while a capacity of mdnart 300 to 500 MWe would need to be
installed to utilize the amount of APG that would tared in the baseline scenario. As the
operator of the regional grid has not granted treessibility rights to the grid to Purneftegaz,
the alternative of power supply to the grid is adieasible option. The power generation at
large scale for the third party is not a commorciica for RN-Purneftegaz (RN-Purneftegaz
is not currently supplying power to any third partgnd is not part of its business
development, in particular under a current regmwatmvironment which is not enforcing a
non-discriminatory access of the independent pgweducers to the transmission capacity
operated by generating companies. Currently, RNwéftegaz is implementing a project of
52MW power generation only for the internal neeti$arasovskoye field.

Option 4: Injection into the oil reservoir.
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The injection of APG has not been applied by oinpanies in the Russian Federation. To
apply this option, the owner of the oilfield woulg¢ed to do additional construction, if the
geological investigations of the oil deposit shdwattthe injection into the oil reservoir is

possible.

Due to the geological characteristics of the Komsiskoye field, enhanced recovery is
currently achieved by injecting water into the resé. This option is technically not feasible.

Option 5: Recovery, transportation, processing distiribution to end-users. This option,
corresponding to the project, would allow almoshptete utilization of the APG from the oil
field and is clearly in compliance with the regibaavironmental regulation.

From step 1 it can be concluded that option 2, 8)d 5 are legally viable, but only option 2
and 5 are realistic options.

Step 2: Evaluating the economic attractiveness

The project participant has applied the investnoemparison analysis based on the Internal
Rate of Return (IRR) and the net present value (Nf®¥ option 2 and 5 followed by both
investment comparisons between option 2 and 5 dsasea benchmark analysis for the
project relative to the company benchmark.

The benchmark for the project is taken to be theneti minimum IRR for project approval,
as established by the Board of the company at 20P4 To demonstrate the consistent
application of the company’s internal benchmarky prvotocols/projects, that were accepted
and/or rejected based on the internal Rosneft beadh were presented by the project
participants and verified by DNV:

1. Investments Committee Meeting Protocol, #22/07,7200-26 which contains the
resolution not to invest due to the financial ursattiveness into a project with an IRR
similar to the IRR of the “Associated Gas Recovergject for the Komsomolskoye
Oil Field” /10/.

2. Investments Committee Meeting results #13, 200@D¥vhich contains resolution to
invest into a project with an IRR much higher 2886 /9/.

Extract of Rosneft Annual Report 2007 was alsofiegriby DNV andit concludes that the return
on average equity for the 2006 and 2007 is 23%2&n6%, respectively. It allows to assume
that the investment decision for the project attiiwith an IRR=11.6% without carbon
finance) would not be accepted by Rosneft managemen

The detailed financial analyses provided for the teptions (option 2 and option 5) are
summarized below:

Operating costs for both options: Flaring at thé moduction site (2) and recovery,
transportation, processing and distribution to esérs (5) are considered as equal to 1,257
million RUR. This is deemed a conservative assumnptCapital investments inclusive of
VAT are equal to 496 and 4,004 million RUR, respety. The low cost of the option 2 is
explained by lower requirements on compression pgent and this factor is mainly
reflected in the financial attractiveness of thagian.

The project participants have provided the capitat of option 2 scenario based on NK-
Rosneft expert conclusions signed by the DirectbrTechnical Planning and Project
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Preparation Department of NK-Rosneft dated 2002-3.@nd the Expertise Act dated 2008-
03-18 contains the latest information availablecapital investments of the project /6//7/.
These documents were verified by DNV.

In addition, the design documentation of anothenilar project at another field (which
implies a similar BC& construction) developed by Institute SIBPROEKTQ&Wvas verified
and the capital costs for this project are slightbher then defined for BG$13/.

Capital cost of the option 5 scenario was alsoiocmed by the Design documentation of the
project “Associated petroleum gas collection, te&it and compression at the
Komsomolskoye oil field” developed by The Ukrainiaih & gas institute, 2007 /11/. The
capital cost of the project activity in this documes even higher then defined in PDD.

Option 2: Flaring at the oil production site imglignree main economic components:

1. Investment in the construction of the smaller BE& ensure the pressure conditions
for supplying APG to Gubkinskiy GPP;

2. The revenues from APG supply to the Gubkinskiy GPP;

3. The amount of payment of fees for methane emissdues to the gas flaring in
accordance with the Russian official “Methodology calculation of emissions of
hazardous substances into the atmosphere due tdlateg of the associated
petroleum gas at flaring stacks”.

The main assumption for the price of ARSGbased on the historical level of APG price for
the supply to the Gubkinskiy GPP from Komsomolskaoylefield. The evidence for APG
prices extracted from SAP/R3 system for the per&@)3-2006 under the Contractual
Agreement between Sibur and Rosniét CX.0607/0000605/1263D dated 30 September
2005 were provided. The supply agreement betwediP&neftegaz and the Gubkinskiy
GPP for 2007 and the invoice for the APG supplynfrthe Komsomolskoye oil field and
reception at the Sibur Gubkinskiy GPP for 01.0180@0.31.2008 from 31 January 2008
were also verified during site visit /14/ /15/.drder to further ensure conservativeness of the
gas price assumption, the most recent availablieiaffgovernmental projections for the
consecutive annual increase of the gas prices issiRuwas applied to the selected
fundamental price level /16/. The use of the ddigovernmental projections is the internal
requirement of Rosneft in terms of preparationhef investment evaluations. This approach
resulted in a conservative final price assumptidnctv is more than two times higher in
comparison to the fundamental price level.

According to the Russian official “Methodology oélculation of emissions of hazardous
substances into the atmosphere due to the flafirigeoassociated petroleum gas at flaring
stacks” the methane fees are applied to the umeérfraction of methane contained in the
APG. The amount of the environmental fees that Wdnd paid for the emissions under the
allowed level and that could be paid in a casexcteding the allowed flaring levels, which
could occur in the case of a planned or unplanhetdswn at the Gubkinskiy GPP, will have
small economic impact.

Consequently, the IRR for option 2 realization 4336 which is above the Rosneft decision
making threshold.

A sensitivity analysis was conducted, by varying tas sale price, operational and capital
costs by £10% and +25%, respectively. Accordinght®e financial experts of Rosneft, the
reasonable and appropriate range of the sensitaniglysis used for the preparation of
Rosneft investment decisions is of the order of%2friation from the main assumptions.
This is consistent with the common practice ofglasitivity analysis. More substantial range
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of variation is not considered satisfactory as auld lead to a drastic modification of the
overall project concept making the results of thasgivity analysis highly unreliable. The

wider range of variation would also question the keinciple of the sensitivity analysis,

which is to assume “other parameters being eqUdlé sensitivity analysis shows that the
IRR for all cases are above the Rosneft decisickimgahreshold.

Option 5: Recovery, transportation, processingdiattibution to end-users also implies three
main economic components:

1. Investment in the construction of BE&nd transportation infrastructure to ensure the

pressure conditions for supplying dry gas to Gazpro
2. The revenues from dry gas supply to Gazprom;
3. The revenues from the fraction of LPG that is oi#di at the BCsand supplied
through the oil pipelines of the field.

The investment extent for option 5 realization ammin assumptions for the price of APG are
as described in above.
The price of LPG that will be separated from theGAlh the BCG was consistently
determined using the official governmental pro@es. The fundamental assumption of the
LPG price was provided by available official prdjens of the LPG price in the Urals region
for 2009 /16/. The final price assumption is caitetl as a netback price taking into account
the export duties, the transportation cost, andhtaeocarbon extraction taxes (the calculation
algorithm clarified by Rosnetft is included in th&del spreadsheet for the project’s financial
analysis). This transparent approach results iraganable and conservative level of LPG
price.
The investment analysis has shown that only thgeptactivity (option 5) under joint
implementation holds sufficient economic viabilffRR 20.2 % , NPV +1765 million RUR).
The project activity without JI revenue leads tolRR of 11.6 and a NPV +348 million
RUR. It allows to assume that the investment degif the Rosneft management with
regard to the project implementation without carbevenues would be negative.

A sensitivity analysis conducted, by varying the gale price, operational and capital costs
by £10% and +25%, respectively, demonstrates that groject activity without carbon
revenues under any circumstances will not reacfirtbacial threshold of the company.

A detailed financial analysis has been providedragxcel spreadsheet and was verified by
DNV /8.

Since option 5 has a lower IRR than option 2 anéddition is lower than the company
benchmark, option 2 is identified as the baseling #tne emission reductions of the project
relative to the baseline are deemed additionahyotlaat would have happened without this JI
project.

Common practice

The rate of utilization of the associated gas irssta is demonstrated to be relatively low.
About 26% is used for the local needs of the alds, about 47% is supplied to the gas
processing plants and about 27% is flared. Thereate for these figures has been verffied

The Yamal-Nenets region has a very well developesligfrastructure but lacks facilities to
support the transportation and treatment of astmtigas as it could hardly compete in

1 Expert Online dated 2007-10-01 news release oReyort by Ministry of Natural Resources
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economic effectiveness with natural gas. The atilon rate of associated gas was below 44%
for Yamal-Nenets Region in 2005. The referenceHisr has been verifiéd

4.5 Monitoring

The PDD applies the approved CDM baseline methayoldM0009 “Recovery and
utilization of gas from oil wells that would othesg be flared”, version 2.1 /2/.

Prior to the start of the crediting period, the amgation of the monitoring team will be
established. Clear roles and responsibilities bl assigned to all staff involved in the Ji
project and a Jl focal point will be nominated. Thiefocal point will have the overall

responsibility for the monitoring system on thigject. In the project activity, the focal point
will rely on the Environmental Control Departmeint.addition, several other divisions within
“RN-Purneftegaz” operations will take part of themtoring activities.

The monitoring plan includes regular monitoringgraeters to estimate the project emissions
continuously: flow meter at point A,J8 and Bpg, composition analysis at point ApBand
BLpg, Operating time of the plantperating time of the pipeline; time of acciderggieline
release; pipeline pressure; pipeline temperatuugntity of electricity consumed by the
project activity; quantity of other fossil fuel(s}ed due to the project activity.

The following parameters are monitored to estintla¢ebaseline emissions continuously: flow
meter at point A and monthly: gas analysis at pAint
4.5.1 Parameters determined ex-ante
Following parameters have been fixed ex-ante:
- Volume of associated gas delivered to GubkinskifP@Pyear (950 Mr);
- Average content of carbon of the wet gas recovired oil in kgC/n? (0.592);
- Average content of carbon of the output dry gasg@/nt ();
- Average content of carbon of the output LPG in kg);
- Emission factor for the grid in year in t @OIWh (1.3) /3/

- Average technical transmission and distributiorséssin the grid in year for the voltage
level at which electricity is obtained from thedydt the project site (20 %) /3/;

- Net calorific value of the respective fuel type&#b in kJ/kg (0.0430) /5/
- CO; emission factor of the respective fuel type (dijeisekg CO, /kJ /5/.

4.5.2 Parameters determined ex-post

The monitoring plan includes regular monitoringgraeters to estimate the project emissions
continuously: flow meter at point A; flow meter @int Bog, composition analysis at point
A; flow meter at point Brg, operating time of the planbperating time of the pipeline; time
of accidental pipeline release; pipeline presspigeline temperature; quantity of electricity
consumed by the project activity; quantity of otHessil fuel(s) used due to the project
activity and monthly :composition analysis at pddat; composition analysis at point &:.

The following parameters are monitored to estintlaéebaseline emissions continuously: flow
meter at point A and monthly: Gas analysis at pAint

2 CITOGIC 2006 Tomsk conference, the Report by Defdyernor of Yamal-Nenets Region
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4.6 Estimate of GHG Emissions

The project correctly applies AM0009 “Recovery artdization of gas from oil wells that
would otherwise be flared”, version 02 /2/, for thalculation of project and baseline
emissions and the “Tool to calculate project emissifrom electricity consumption”/3/.

Emissions reductions are calculated as the difterdr@tween baseline and project emissions,
taking into account any adjustments for leakage.

The baseline emissions are calculated as the eliiter between the baseline emissions from
recovered gas from oil field, the baseline emissimom gas provided to the Gubkinskiy GPP
and the baseline emissions from BQGfas consumption.

It is assumed that the recovered gas would bedflawréhe absence of project activity.

The baseline emissions from recovery gas from ieldfis calculated as product of the
volume of gas recovered from the oil field durire tperiod y in mand the average of
content of carbon in the gas recovered during ér®@ y in kg-C/n.

The average methane content in the gas is detedniioen regular measurements of the
fractions of the gas by the laboratory for Ecoartali and Technological Researches of JSC
NK “Rosneft-Purnedtegas” town Gubkinsky, takingoimtccount the molecular weight of all
fraction of the gas.

The laboratory has the certificate of analyticdldieatory center accreditation from the State
Committee of the Russian Federation for standatidizaand metrology (Gosstandart).
Reports of gas composition measurements have legdied by DNV during the site-visit.

The baseline emissions from gas provided to thek®skiy GPP is calculated as product of
the volume of gas delivered to the Gubkinskiy GREhe baseline scenario during the period
y in3m3 and the average of content of carbon in the gasvered during the period y in kg-
C/m’,

Conservative assumptions have been used when atahguthe baseline emissions.

The volume of gas delivered to the Gubkinskiy GRP lheen fixed. The highest delivery over
the last 3 years of associated gas to the GubkifBRIP (950 Mn) has been taken in the
baseline calculation instead of the average am®@@.2 Mn7 over 5 years.

The baseline emissions from the BC&as consumption is calculated as the product ®f th
volume of gas provided to the BE8uring the period y in fhand the average of content of
carbon in the gas recovered during the periodkgiT/nt.

The project emissions considered in this methodoéog:

= CO, emissions due to fuel combustion for recoveryngpmrt and processing of the
gas;
= CO, emission due to consumption of other fuels tham récovered gas due to
project activity;
=  CO,emission due to consumption of electricity;
= CH,; and CQ emissions from leaks, venting and flaring duridge trecovery,
transportation and processing of recovered gas.
The calculation is as per the methodology AM000® iaracceptable.
CO, emissions from the project activity due to comlaustflaring or venting of recovered
gas during the period y in tons of €@ calculated as difference between quantity oba@a
in recovered gas from the oil-gas separation ppoae&Komsomolskoye field and quantity of
carbon in the products (dry gas and LPG).
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The quantity of carbon in recovered gas from othiewells is equal to zero, because the
production of the Komsomolskoye field is the onheaconnecting to BGS

Quantity of carbon in dry gas stream from B@&t is calculated as product of the volume of
dry gas produced at BG8uring the period y in fhand the average of content of carbon in
the dry gas at BGSluring the period y in kg-C/fn

Quantity of carbon in LPG stream from BCS calculated as product of the volume of LPG
produced at BCsduring the period y in fhand the average of content of carbon in the LPG
at BCS, during the period y in kg-C/in

CO, emission due to consumption of other fuels tharétovered gas due to project activity
during the period y in tons of G@& calculated as product of the quantity of a dpetuel
type that is consumed due to project activity dyitime period y in kg. Net calorific value of
the respective fuel type (diesel) in kJ/kg (0,0438) and CQ emission factor of the
respective fuel type (diesel) 74.07 kg £8J have been applied for calculation in the PDD
/51.

In the project activity electric power is takenrfrahe Tumen regional grid and corresponding
emissions are taken into account as project emmissi@urneftegaz controls the consumption
of this energy and also the monitoring point of treiable is under the control of the
developer..

The “Tool to calculate project emission from elaxty consumption” has been applied for
calculation of CQemission due to consumption of electricity /3/.

The project emission from consumption of electyicibm the grid has been calculated based
on the quantity of electricity consumed by the ecbjactivity during the year y (MWh),
emission factor for the grid, adjusted for transius losses in the PDD.

The default emission factor for electricity consuimp from the gridis equal to 1.3
tCO,/MWh for the electricity purchased from the gridyhas been used for calculation /3/.

Average technical transmission and distributiorsdssin the grid for the year has been chosen
as a default value of 20 % /3/.

CH, and CQ emissions from leaks, venting and flaring durihg tecovery, transportation
and processing of recovered gas are calculategply the methodology AMO0009 /2/.

CH, emissions attributable to the project activitytteg BCS$ during the period y in tons of
CO; equivalents is calculated as product of apprayletdal warming potential for methane,
average methane weight fraction in the respectineas in kgCHkg, appropriate emission
factor in kg/hour/equipment and operational timé¢haf equipment in hours.

Appropriate emission factor applied for calculatisrbased on EPA fugitive emissions data
from Table 1 /2/.

CH, emissions attributable to the project activityidgrtransportation of the gas from the oil
reserve to the BGSand to Gazprom reception facilities during theigeéry in tons of CQ
equivalents is calculated as product of approvesbajl warming potential for methane,
average methane weight fraction in the pipelin&g@H./kg, appropriate emission factor in
kg/hour/equipment and operational time of the eapaipt in hours.

CH,4 emissions occur during transportation of the gamfthe Komsomolskoye QOil Field to
the PWRU, from PWRU to BGSat the BCsand from BCgto Gazprom,

CH, emission from recovery gas and processing theagdlse BCS has been recalculated.
This value of total emission is equal 3,549.6 t,&fdy (section E1, PDD v.2) instead of the
previous value 3,403.2 t G&y/y (section E1, PDD v.1).
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CH; emission from transport of the gas from PWRU toSB@® Gazprom has been
recalculated. This value of total emission equal8.2 t CQeqgl/y (section E1, PDD v.2),
instead of the previous value of 198.1 t£@y (section E1, PDD v.1).

CH, emissions from the pipeline connecting Komsomaskeo BCS$ under accidental
release event conditions is calculated as produtteoapproved global warming potential for
CH,, average Cklweight fraction in the recovered gas deliveredhi BCS$ or dry gas at
BCS, in kgCHy/m®, sum of volume of gas supplied in the pipeline rmmming
Komsomolskoye and the BE&nd the BCsto Gazprom at the time when the accidental gas
leakage commenced until the shutdown valves ispltite pipeline in hand volume of gas
remaining in the pipeline after the shutdown valisegate the pipeline in tn

In the event of accidental release of gas fronpipeline connecting Komsomolskoye and the
BCS and from the BCSwith Gazprom’s reception point, the length of tithee release
continues and the volume of gas escaping are nredito

There are three sources of leakage in projectipctiv

= CO, emissions due to fuel combustion for transport rogtessing of the gas, where
the transport and processing of the gas;
= CH,; and CQ emissions from leaks, venting and flaring durimgnsport and
processing of the recovered gas;
= Changes in C® emissions due to substitution of fuels or adddioriuel
consumption at end users.
All of the processing and transporting of the gasnder the control of the project participants
and CQ emissions due to fuel combustion for transport anocessing of the gas are
accounted for in the project emissions.
CH, and CQ emissions from the transport of the gas are acedufdr in the project
emissions and are also under the control of thegrrparticipants.
Leakage emissions are considered as not signifieadtare estimated to be zero for the
project activity

The emission reduction forecast has been verifiedl ia deemed likely that the forecast
amount of 6 650 836C0,e is achievable for the 3 years of the creditingoge

4.7 Environmental Impacts

The EIA (OVOS) is included in the project documéioia in accordance with the Russian
guidelines for this type of project activity. At ehmoment of site-visit, the project
documentation was sent to the Main State Expef(f@avgosekspertiza) of the Russian
Federation, which includes environmental expertise.

Environmental impacts are not considered to beifssggnt by the project developer and this
is deemed acceptable given the nature of the fra@ivity.

4.8 Comments by Local Stakeholders

Stakeholder consultations, via public consultapioocesses by “RN-Purneftegaz” have been
carried out on 15 December 2007, within the ElAcedures (referenchttp://sl.yamal.ru
Newspaper “Severniy Luch’#48, “Neftannil Pripol@h48 dated 2007-11-30) They are
undertaken as required by JI guidelines, Russignlagons and/or World Bank safeguard
policies. No comments were received.
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4.9 Comments by Parties, Stakeholders and NGOs

The PDD (version of 20 December 2007) was madei@ylavailable on UNFCCC's official
JI websité from 12 January 2008 to 8 February 2008 and Rarsiekeholders and NGOs
were through the JI website invited to provide cants during 30 days period.

No comments had been received.

3 http:/fji.unfcce.int/Jl_Projects/DeterAndVerif/Véidation/PDD/index.html
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Table 1: Mandatory Requirements for Joint Implementation (JI) Project Activities

Requirement Reference Conclusion
The project shall have the approval of the Pantieslved Kyoto Protocol Approval is
Article 6.1 (a) pending
(CAR 1)
Emission reductions, or an enhancement of remagyalrks, shall be additional to any that would | Kyoto Protocol OK
otherwise occur Article 6.1 (b)
The sponsor Party shall not acquire emission realucinits if it is not in compliance with its Kyoto Protocol OK
obligations under Articles 5 & 7 Article 6.1 (¢)
The acquisition of emission reduction units shalkbipplemental to domestic actions for the purppEgoto Protocol OK
of meeting commitments under Article 3 Article 6.1 (d)
Parties participating in JI shall designate natiéoeal points for approving JI projects and have i | Marrakech Accords, OK
place national guidelines and procedures for tipeayal of JI projects JI Modalities, §20
The host Party shall be a Party to the Kyoto Patoc Marrakech Accords, OK
JI Modalities, §21(a)/24
The host Party’s assigned amount shall have bdenlatd and recorded in accordance with the | Marrakech Accords, OK
modalities for the accounting of assigned amounts JI Modalities, §21(b)/24
The host Party shall have in place a national tggis accordance with Article 7, paragraph 4 Marrakech Accords, OK
JI Modalities, 821(d)/24
Project participants shall submit to the indepenéetity a project design document that contaihs|dlarrakech Accords, OK
information needed for the determination JI Modalities, 8§31
The project design document shall be made puldichilable and Parties, stakeholders and Marrakech Accords, OK
UNFCCC accredited observers shall be invited tthiwi30 days, provide comments JI Modalities, 8§32
Documentation on the analysis of the environmaniphcts of the project activity, including Marrakech Accords, OK
transboundary impacts, in accordance with procedasaletermined by the host Party shall be | JI Modalities, §33(d)
submitted, and, if those impacts are considerafgignt by the project participants or the Host
JI Determination Protocol — Report No. 2008-0729, 02 A-2
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Requirement Reference Conclusion
Party, an environmental impact assessment in aanoedwith procedures as required by the Host
Party shall be carried out
The baseline for a JI project shall be the scerthabreasonably represents the GHG emissions orMarrakech Accords, OK
removal by sources that would occur in absencheptoposed project JI Modalities, Appendix B
A baseline shall be established on a project-sigdudfsis, in a transparent manner and taking into, Marrakech Accords, OK
account relevant national and/or sectoral poliaes circumstances JI Modalities, Appendix B
The baseline methodology shall exclude to earn®arigeductions for decreases in activity levels Marrakech Accords, OK
outside the project activity or due to force mageur JI Modalities, Appendix B
The project shall have an appropriate monitoriranpl Marrakech Accords, OK

JI Modalities, 833(c)
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Table 2: Requirements Checklist

CHECKLIST QUESTION .
* MoV = Means of Verification, DR= Document Revielx, Ref.  MoV* COMMENTS DI AlEL
. Concl. Concl.
Interview
A. General Description of Project Activity
The project design is assessed.
Project Boundaries
Project Boundaries are the limits and borders wiefj the
GHG emission reduction project.
Are the project’s spatial boundaries (geographiciarly /11 DR | The project is located near Gubkinsky city in OK
defined? Yamal-Nenets Autonomous Okrug, Russia.
Coordinates for Gubkinskiy are: 64°R6
76°30E
The project proposes to produce oil and
associated gas (APG) at the oil field
Komsomolskoe.
Are the project’s system boundaries (componentdauilities 11/ DR | The project boundaries include: OK
used to mitigate GHGs) clearly defined? - the Komsomolskoye Oil Field (including
362 wells in 2007 and expecting to have 412
in 2010)
- the pipeline connection between the
Komsomolskoye Oil Field, specifically the
PWRU, and BCs
-the pipeline connection between the BCS
and Gazprom’s reception point
-the pipeline connection between the BCS
and oil injection point
Participation Requirements
Referring to Part A and Annex 1 of the PDD as wasl|
the JI glossary with respect to the terms Partytdreof
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviels,
Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

Approval, Authorization and Project Participant.

Which Parties and project participants are paritng in the
project?

11/

DR

The project participants are the International
Bank for Reconstruction and Development
(IBRD) as the Trustee of Danish Carbon

Fund (Denmark) and OJSC “NK-Rosneft”

(Russia)
The host Party is the Russian Federation.

OK

Have all involved Parties provided a valid and ctatepletter of
approval and have all private/public project papants been
authorized by an involved Party?

11/

DR

The focal points of the Russian Federat

and Denmark have not yet provided an
approval letter for the project, including an

authorization of the project participan
0OJSC “NK-Rosneft” and the Internation
Bank of Reconstruction and Developme
(IBRD) as the Trustee of the Danish Carb
Fund.

According to the decision by JISC at it§
Meeting (JISC, Sixth Meeting Repor
paragraph 21a, page 4), the letter of apprc

of the host country is sufficient for the

delivery of the determination report as w
as for submission of the final determinati
report to the JISC. However, in case
approval is provided by Denmark aft
receipt of the approval by the Russi
Federation and prior to the submission
final determination report to the JISC, t

CAR
ok

ts
al
Nt
on

i~

9]
t,
yval

2|
N
no
ar
an
of
he

project participant IBRD and th

e
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview
participating Party Denmark must be
removed from the PDD and may only be
included if approval by Denmark, including
authorization of the IBRD, is obtained.
Acording to the JI rules in the Russian
Federation, the Letter of Approval can be
issued by the DFP upon the submission of
the Expert Opinion of the qualified
independent third party expert concluding
that the project is in compliance with the
requirements of the UNFCCC for JI projects.
Technology to be employed
Determination of project technology focuses onpitugect
engineering, choice of technology and competence/
maintenance needs. Theror! Reference source not found.
should ensure that environmentally safe and sound
technology and know-how is used.
Does the project design engineering reflect curgeod 1/ DR @ Yes, the technical design of the project is OK
practices? essentially completed by the authorized
design institute. Key technologies and the
key equipment suppliers will be under the
tender process by mid-2008. Commercially
proven technologies for booster compressor
stations with a gas conditioning units are
used.
Does the project use state of the art technologyoarid the 11/ DR | Where the technology was sourced, compaf@g2 OK
technology result in a significantly better perfamce than any | providing the technology, cost etc, is to be
commonly used technologies in the host country? provided to DNV for verification.
JI Determination Protocol — Report No. 2008-0729, 02 A-6
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoVv* COMMENTS C?Jgg ('::(')r:]ﬂ
Interview ' '
The project proponent uses a technology
applied for Prirazlomnoie oil deposit. The
company will be chosen after the tender.
Does the project make provisions for meeting trajrand /11 DR | The provision for meeting training and OK
maintenance needs? | maintenance needs is to be provided to DNV
for verification
Yes, the project makes provisions for
meeting training and maintenance needs. The
company implements the internal ordeB7
dated 29.01.2007 “The procedure of training
and testing appropriate responsible
personnel”
B. Project Baseline
The determination of the project baseline estabBsivhether the
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselineasst®n
Baseline Methodology
It is assessed whether the project applies an gpjate
baseline methodology.
Is the discussion and selection of the baselindodetiogy 11/ DR  The PDD has applied approved baseline and OK
transparent? monitoring methodology AM000Q9, version
2.1 “Recovery and utilization of gas from ol
wells that would otherwise be flared’. This
methodology is applicable to projects
recovering gas at oil wells.
“Tool to calculate project emissions from
electricity consumption (version 01)”, as well
as the elements of the approved methodology
JI Determination Protocol — Report No. 2008-0729, 02 A-7
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

Draft

COMMENTS
Concl.

Final
Concl.

ACMO0002 “Consolidated methodology for
grid-connected electricity generation from
renewable sources - Version 6’has been used
to determine the emissions from the

electricity consumed by the project activity

Applicability criteria number three has not G2
been discussed according to AM0009. A
complete assessment is requested.

One of the applicability criteria of AM0009
is that the energy for transport and processing
of the recovered gas is generated by using the
recovered gas. The project participants are
requested to calculate the energy fraction of
electricity and recovered gas that is used in
the project.

Does the baseline methodology specify data souanoes
assumptions?

11/

Project and baseline emission depend on the
guantity of gas recovered. The quantity of
recovery gas is linked to the oil production
The quantity and composition of the
recovered gas are monitored ex post and
baseline and project emission are adjusted
during monitoring.

The source of the data used for the baseline
and project emissions are to be provided.

It was verified during the site visit that the
data will be sourced from recovery prediction
papers, the current records of quantity and
composition of the recovered gas and

OK
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviels,
Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

records.

Does the baseline methodology sufficiently desctiiee
underlying rationale for the algorithm/formulae dse
determine baseline emissions (e.g. marginal vsagee etc.)

11/

DR

The baseline emissions have been estimated
assuming that all the gas recovered would be

flared in the absence of the project activity
is assumed that all carbon in the gas is
completely oxidised to carbon dioxide.

It

The baseline emissions for this project relate
to the volume of the gas produced as a result

of the oil production which under normal
circumstances would have been flared, min
the amount of gas that would have been
provided to the Gubkinskiy GPP in the
baseline scenario

us

Baseline emissions are calculated as follows:

BLy: BLg,y - BLGGppy

Where

Bly —is Net baseline emissions during the
period y in tons of C@®equivalents

BlLg, is Gross baseline emissions during th
period y in tons of C@equivalents

BLccpy is Baseline emissions from gas that
would have been provided to the Gubkinski
GPP in the baseline scenario during the
period y in tons of C@equivalents

BLgy= Vay* Wearbon, A, 3(44/12)*(1/1000)
BLy -is Net baseline emissions during the

e

y

OK
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

period y in tons of CO2 equivalents.
VA\y -is the volume of gas recovered from

the oil field at point A in Figure 1 during the

period y in m 3.
W carbon,Ay~ IS the average content of carborn
in the gas recovered at point A in Figure 1
during the period y in kg-C/m3.

Blcepy=Veery
Wcarbon’ GGP, ~§/6(4'4'/12)*(1/1000)

BLccpy - is baseline emissions from gas that

would have been provided to the Gubkinsk
GPP in the baseline scenario during the
period y in tons of C@equivalents.

VeeprY -is volume of gas would have been
provided to the Gubkinskiy GPP in the
baseline scenario during the period y in\n
W carbon,GGRy - IS the average content of
carbon in the gas recovered at point A in
Figure 1 during the period y in kg-C/m3.
The above formula is as per the methodolc
AMO0009, and is acceptable.

“Tool to calculate project emissions from
electricity consumption (version 01)”, as we
as the elements of the approved methodol
ACMO0002 “Consolidated methodology for
grid-connected electricity generation from

y

s}

)%

||

gy

renewable sources - Version 6”, has been
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview
used to determine the emissions from the
electricity consumed by the project activity
Does the baseline methodology specify types obbées used = /1/ DR  Yes, the baseline methodology specifies the OK
(e.g. fuels used, fuel consumption rates, etc)? fuels used in the baseline year.
Does the baseline methodology specify the spatiallof data = /1/ = DR  The PDD mentions that the data used for the OK
(local, regional, national)? baseline emissions is local data.
Baseline Scenario Determination
The choice of the baseline scenario will be vaédatvith
focus on whether the baseline is a likely scenamol
whether the methodology to define the baselineasizen
has been followed in a complete and transparentmean
What is the baseline scenario? 11/ DR The baseline scenario has been identified as OK
option 2 (AMO009) as flaring at the ail
production site.
The existing PWRU output gas pressure
doesn’t satisfy the pressure requirements
established by Gubkinskiy GPP. “RN-
Purneftegaz” could build a new compression
station (BC$) at the end of the PWRU. This
unit would allow securing the provision of
gas to the Gubkinskiy GPP and at the same
time comply with the pressure requirements
of Gubkinskiy GPP (min. 0.09 MPa).
In this scenario, from the expected volumes
of APG production, 890 million Nfwould
be directed to the Gubkinskiy GPP and the
remaining increased amount of APG will be
JI Determination Protocol — Report No. 2008-0729, 02 A-11
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

flared. Flare infrastructure for this purpose
already under construction. This option w
allow releasing of the increase in press
accumulated in the transmissi
infrastructure, via flaring; increasing press
after the BCg to the levels required b
Gubkinskiy GPP; and continuing using t
already existing transmission infrastructu
The magnitude of the BGSto be installec
for this purpose would be moderate, since
pressure needs to be increased at 0.9 MF
the entrance of the Gubkinskiy GPP. G
and excess of APG volume (approx 1C
Mm?3y) will be flared. Flaring infrastructur
has already been installed. This option v
allow releasing of unusable volume of AF

IS

ill
ure
on
ire
y
he
re.

gas
°a at
PP

00

e
vill
°G

in the gas pipeline system via flaring and

increasing of the output pressure to the le
required by Gubkinskiy GPP, aft
installation of BCg unit. EXxisting
infrastructure will be used further.

The maximum amount that could be
delivered to Gubkinskiy GPP needs to be
described further. What is the capacity of t
GPP? Does it only receive associated gas
from the same selection of wells as the
project? What is the age and remaining
lifetime of the GPP? The remaining lifetime

el

o SAR2

of the current water separation facility is
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel,

Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

requested.
The consequences for the capacity of

the

Gubkinskiy GPP in the baseline after

construction of the BGS need to be
explained. How much will the exported

amount of the associated gas increase?

What other alternative scenarios have been coresicierd why

is the selected scenario the most likely one?

11/

DR

The baseline and additionality are determi
using approved baseline and monitor

ned
ng

methodology AM0009 and Tool to calculate

project emissions from

consumption. In accordance with t

electricity

he

methodology, the baseline selection and
additionality determination are based on legal
feasibility and economic attractiveness. The

baseline is the most attractive course
action in the economic sense between a s
possible alternatives. Flaring is the base
scenario.

The other alternatives considered are:

1. Release to the atmosphere at the oi

production site (venting)
Flaring at the oil production site
On-site consumption

Injection into the oil reservoir

Recovery, transportation, processin
and distribution to end users.

R NNAEN

of
ot of
ine

OK

Has the baseline scenario been determined accaalihg

methodology?

11/

DR

Yes, the baseline scenario has been
determined according to the methodology

OK
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview

AMOO009 and the Tool. Additionality of the

project activity is demonstrated by analyzing

the legal aspects, economic attractiveness and

barriers

In A2, oil is stated as the current practice = SARS3

which has been separated from the gas and

used. However this oil is not included in the

financial analysis nor deducted from EUR of

the project. A consistent and accurate

description in the PDD is requested.
Has the baseline scenario been determined usirsgnative /11 DR | Yes,baseline scenario as been determined OK
assumptions where possible? using conservative assumptions where

possible.
Does the baseline scenario sufficiently take imtwoant relevant /1/ DR | During the site visit it is to be confirmed with OK
national and/or sectoral policies, macro-economgnds and the DNA of Russia
political aspirations? Yes, the baseline scenario is in accordance

with common practice and legislation of the

Russian Federation.
Is the baseline scenario determination compatilitle thre /11 DR | During the site interview the data used for the OK
available data and are all literature and sourlesly calculation of the baseline emission reduction
referenced? is to be verified.

Yes. The baseline scenario determination is

compatible with the available data and all

literature and sources clearly referenced.
Have the major risks to the baseline been idedtfie /1/ DR No cL4 OK
JI Determination Protocol — Report No. 2008-0729, 02 A-14
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

Additionality Determination

The assessment of additionality will be validatétth w
focus on whether the project itself is not a likehgeline
scenario.

What is the methodology selected to demonstratdianality?

11/

DR

Additionality of the project activity is
demonstrated by analyzing the legal aspec
economic attractiveness and barriers

OK

Is the project additionality assessed accordirtge¢o
methodology?

11/

DR

Yes.

According to approved methodology
AMO0009, additionality of the project activity

has been demonstrated by analyzing the legal
aspects, economic attractiveness and barriers

faced by the following options:

Option 1: Release to the atmosphere at the oil

production site (venting).
Option 2: Flaring at the oil production site.

Option 3: On-site consumption and/or power

supply to the grid.

Use of associated gas for heat is claimed to

be 200 million M whereas total use is 4

million m® A clarification is requested.

Furthermore, conversion to Sl units
requested.

Evidence for not being able to export

electricity to the grid is requested.
Option 4: Injection into the oil reservoir.

Option 5: Recovery, transportation,

7%

is

OK
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviels,
Interview

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

processing and distribution to end-users.

In order to assess the additionality of the
project, the options mentioned above have
been analyzed based on their technical an
legal status in step 1 (evaluating legal
aspect). The options that remain from step
have been analyzed for their economic
attractiveness in step 2 (evaluating the
economical attractiveness).

Evidence for parameters used in the financ
analysis is requested, in particular for the
sales price per barrel of condensate of abc
$18 and $9 per 1000°massociated gas after
treatment.

Evidence for the stated hurdle rate of 20%
Rosneft is requested.

Calculation of the variation in key paramete
to reach the benchmark and a discussion ¢
the likelihood for that taking place is
requested in the sensitivity analysis.
The fee rate for methane emissions contai

in APG flared by stationary sources was nc
found in the IRR calculations of the baselir

a4y

ut

fog, g

ors
)f L9

néel10
ot
e.

Are all assumptions stated in a transparent anderwative
manner?

11/

DR

Yes

Is sufficient evidence provided to support thevatee of the
arguments made?

11/

DR

Yes
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS 'a ina
: Concl. Concl.
Interview
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéiseoproject are
clearly defined.
Are the project’s starting date and operationatlilihe clearly The project starting date first quarter of 2010. OK
defined and evidenced? The operational lifetime of the technology
and the oilfield is 22 years.
Evidence for the starting date of the project cL11
activity, i.e. time of financial commitment for the
project, is requested.
Is the start of the crediting period clearly defirend 11/ DR @ The 3-year crediting period has been definegL11 OK
reasonable? in the PDD.
D. Monitoring Methodology
It is assessed whether the project applies an gpjate baseline
methodology.
Is the monitoring plan documented according toctinesen 11/ DR ' Yes, AM0009, version 2.1 “Recovery and OK
methodology and in a complete and transparent nmanne utilization of gas from oil wells that would
otherwise be flared” is used in the PDD.
Will all monitored data required for verificatiom@issuance be /1/ DR | During the site interview, it is to be verified OK
kept for two years after the end of the creditiegiqd or the last | if all the monitored data will be archived for
issuance of ERUS, for this project activity, whigbeoccurs two years after the end of the crediting
later? period.
During the interview, it was clarified that the
established procedure (ordér282 dated
2006-08-14 “About approval and
consummation Statute of interaction between
Industrial Control and Processing
JI Determination Protocol — Report No. 2008-0729, 02 A-17
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Draft Final
: Concl. Concl.
Interview
Management Departments) requires storing
all monitored data as hard copy as well as
electronic (soft) copy since operation started.
Special additions for the proposed JI project
will be made as attachment to existing
procedure.
Monitoring of Project Emissions
It is established whether the monitoring plan pda& for
reliable and complete project emission data oveeti
Does the monitoring plan provide for the collectand 1/ DR @ Yes, he following parameters are monitored OK
archiving of all relevant data necessary for ediomaor to estimate the project emissions
measuring the greenhouse gas emissions withinrtjecp continuously: flow meter at point A; flow
boundary during the crediting period? meter at point Bs; composition analysis at
point A; flow meter at point Bg; operating
time of the plantpperating time of the
pipeline; time of accidental pipeline release;
pipeline pressure; pipeline temperature;
guantity of electricity consumed by the
project activity; quantity of other fossil
fuel(s) used due to the project activity and
monthly :composition analysis at poin&
composition analysis at point &.
Information on the accuracy for the six main
parameters related to flow and composition €532
of gas and oil is requested.
Are the choices of project GHG indicators reasoaainid /1 DR The selection of C@as the GHG indicators OK
conservative? is reasonable.
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoVv* COMMENTS C?Jgg ('::(')rr']ﬂ
Interview ' '

Is the measurementethodclearly stated for each GHG value to /1/ DR  Yes, the measurement method is as per OK
be monitored and deemed appropriate? AMO009
Is the measuremeetuipmentiescribed and deemed /11 | DR | Yes, the measurement equipment is as per OK
appropriate? AMO0009.

Coriolis meters, orifice meters,

chromatograph, operation controller, pressure

meters and temperature meters are used for

monitoring various parameters in this project

activity.
Is the measuremeatcuracyaddressed and deemed /11 | DR | Yes.Prior to the start of the crediting period, OK
appropriate? Are procedures in place on how to wéhl the organisation of the monitoring team will
erroneous measurements? be established. Clear roles and

responsibilities will be assigned to all staff

involved in the JI project and a JlI focal point

will be nominated. The JI focal point will

have the overall responsibility for the

monitoring system on this project. In the

project activity, the focal point will rely on

the Environmental Control Department. In

addition, several other divisions within “RN-

Purneftegaz” operations will take part of the

monitoring activities.
Is the measurementterval identified and deemed appropriate? /1/ DR | Yes OK
Is theregistration, monitoring, measuremeaartdreporting Yes OK
procedure defined?
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CHECKLIST QUESTION Draft Final
* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS fa ina
: Concl. Concl.
Interview
Are procedures identified fanaintenancef monitoring 11/ DR  Yes, the company has identifiedlibration OK
equipment and installations? Are the calibratidenvals being intervals.
observed?
Are procedures identified for day-to-day recordsdiag /1 DR During the site interview the procedures OK
(including what records to keep, storage areaadras and how identified for day-to-day records are to be
to process performance documentation) verified.
These procedures will be identified at
implementation of the project, and need to be
checked at the verification stage.
Monitoring of Baseline Emissions
It is established whether the monitoring plan pd®& for
reliable and complete baseline emission data avee.t
Does the monitoring plan provide for the collectand 11/ DR Yes,the following parameters are monitored OK
archiving of all relevant data necessary for deteimy baseline to estimate the baseline emissions.
emissions during the crediting period? continuously: flow meter at point A and
monthly : Gas analysis at point A.
Are the choices of baseline GHG indicators reasienzd 11/ DR  The selection of C®as the GHG indicators OK
conservative? is reasonable.
Is the measurementethodclearly stated for each baseline 1/ DR  Yes, the measurement method is as per OK
indicator to be monitored and also deemed apprig®ia AMO0O009
Is the measuremeetuipmentiescribed and deemed /11 DR @ Yes, the measurement equipment is as per OK
appropriate? AMO0009.
Coriolis meters, orifice meters,
chromatograph, operation controller, pressure
meters and temperature meters are used for
JI Determination Protocol — Report No. 2008-0729, 02 A-20




DET NORSKE VERITAS

CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS C?Jgg ('::(')rr']ﬂ
Interview ' '
monitoring various parameters in this project
activity.
Is the measurementcuracyaddressed and deemed /1 DR  Yes.Prior to the start of the crediting period, OK
appropriate? Are procedures in place on how to wéhl the organisation of the monitoring team will
erroneous measurements? be established. Clear roles and
responsibilities will be assigned to all staff
involved in the JI project and a JlI focal point
will be nominated. The JI focal point will
have the overall responsibility for the
monitoring system on this project. In the
project activity, the focal point will relay on
the Environmental Control Department. In
addition, several other divisions within “RN-
Purneftegaz” operations will take part of the
monitoring activities.
Is the measuremeirtterval for baseline data identified and /1/ DR Yes OK
deemed appropriate?
Is theregistration, monitoring, measuremearidreporting 11/ DR Yes OK
procedure defined?
Are procedures identified fonaintenancef monitoring 1/ DR | Yes,procedures has been identified for OK
equipment and installations? Are the calibratidenvals being maintenance of monitoring equipment and
observed? installations and the calibration intervals are
being observed
Are procedures identified for day-to-day recordsdiag /11 DR  During the site interview the procedures OK
(including what records to keep, storage areaadras and how | identified for day-to-day records are to be
to process performance documentation) verified.
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoVv* COMMENTS Bl il
: Concl. Concl.
Interview
The project designer applies current
procedures prescribed by “RN-Purneftegas”
They keep records (department’s book of
records) in departments and collects in
accordance internal standard.
Monitoring of Leakage
It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.
Does the monitoring plan provide for the collectzrd /11 | DR | The leakage emissions are estimated as not OK
archiving of all relevant data necessary for deteimgy leakage? | significant values in the PDD.
This assumption is to be verified during site
interview.
It was verified during the site visit that no
significant sources of leakage have been
identified.
(Annex 4, table 22 in the PDD) It is correct
Are the choices of project leakage indicators reabte and 11/ DR As above OK
conservative?
Is the measurementethodclearly stated for each leakage value/1/ DR As above OK
to be monitored and deemed appropriate?
Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
Is the authority and responsibility of overall @oj management /1/ | DR | Yes.Clear roles and responsibilities will be OK
JI Determination Protocol — Report No. 2008-0729, 02 A-22




DET NORSKE VERITAS

CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

clearly described?

assigned to all staff involved in the JI proje
and a Jl focal point will be nominated. The
focal point will have the overall
responsibility for the monitoring system on
this project. In the project activity, the focal
point will relay on the Environmental Contr
Department. In addition, several other
divisions within “RN-Purneftegaz”
operations will take part of the monitoring
activities.

ct
Ji

Are procedures identified for training of monitagipersonnel?

11/

DR

A formal set of monitoring procedures will
be established prior to the start of the proje

Procedures for training of monitoring
personnel are to be verified during the site
Visit.

During the interview, it was verified that a
schedule of training has been signed by th
Chief Engineer.

>ct.

D

OK

Are procedures identified for emergency preparesif@scases
where emergencies can cause unintended emissions?

11/

DR

The Emergency Preparedness procedures ha
established (PLA), maintained and approved b
local authorized (Rostechnadzor)

OK

Are procedures identified for review of reporteduiés/data?

11/

DR

They applied current practice (Standard of
company #4-05C-009)

OK

Are procedures identified for corrective action®ider to
provide for more accurate future monitoring ancorépg?

11/

DR

They applied current practice (Standard of
company #4-05C-009)

OK

E. Calculation of GHG Emissions by Source
It is assessed whether all material GHG emissiances are

JI Determination Protocol — Report No. 2008-0729, 02
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview
addressed and how sensitivities and data uncerésititave been
addressed to arrive at conservative estimates ajepted
emission reductions.
Calculation of GHG Emission Reductions — Project
emissions
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors aatiies
— where applicable — is justified.
Are the calculations documented according to tleseh /11 | DR | Yes.The project emission calculations have OK
methodology and in a complete and transparent manne been documented according to the
methodology AM0009 and in a complete and
transparent manner.
The project emissions considered in this
methodology are:
- CO;, emissions due to fuel combustion for
recovery, transport and processing of the gas.
- CO, emission due to consumption of other
fuels in place of the recovered gas.
- CO, emission due to consumption of
electricity.
-CH4 and CQ emissions from leaks, venting
and flaring during the recovery, transport and
processing of recovered gas.
Transmission and distribution losses are not
calculated as necessary by the tool to CAR 4
calculation project emission from electricity
consumption. It is unclear from the PDD how
JI Determination Protocol — Report No. 2008-0729, 02 A-24
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Revielw, Ref. MoV* COMMENTS C?Jgg ('::(')r:]ﬂ
Interview ' '
the tool has been used and what the raw data
are.
The efficiency needs to be calculated from a
weighted average of the power plants.
Grid emission data from 2004 is used.: A
clarification is requested whether these are tfe=33
newest available data at the time of publishing of
the PDD in January 2008.
The leakage emissions is estimated to be 0
It was verified during the site visit that no
significant sources of leakage have been
identified.
(Annex 4, table 22 in the PDD).
Fugitive emissions are not accurately CARS
determined due to incomplete component
counts.
Sources to be used for NCV and EF for the fossicL14
fuels to be used are not described. Updated PDD
is requested.
A clarification for how the electricity
consumption of 21 GWh was estimated from theg| 15
100 MW equipment.
Have conservative assumptions been used when a@hguthe Yes
project emissions?
Are uncertainties in the project emission estimateperly /11 DR | Inconsistencies between values used in the GARS
addressed? | IRR analysis and emission reduction
calculations are requested to be corrected
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviels, Ref. MoVv* COMMENTS C?Jgg gg:fgl
Interview ' '
Calculation of GHG Emission Reductions — Baseline
emissions
It is assessed whether the baseline emissiondateds
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
Are the calculations documented according to tleseh /11 DR | The baseline emissions calculations have OK
methodology and in a complete and transparent mmanne | been estimated according to the methodology
AMOO009 and in a complete and transparent
manner.
The baseline emissions have been estimated
assuming that all the gas recovered would be
mainly flared in the absence of the project
activity. A minor part would be used for on —
site energy consumption. It is assumed that
all carbon in the gas is completely oxidised to
carbon dioxide.
The baseline emissions for this project relate
to the volume of gas produced as a result of
the oil production which would be flared
under normal circumstances minus the
amount of gas that would have been provided
to the Gubkinskiy GPP in the baseline
scenario.
Gross baseline emissions during the period y
in tons of CQ equivalents are calculated as
follows:
BLgy = Vay* Wearbon, A, 5(44/12)*(1/1000)
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel,

Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

BLgy - Are thegross baseline emissions
during the period y in tons of GO
equivalents.

VY -Is the volume of gas recovered from
the oil field at point A in Figure 1 during the
period y in m 3,

Wearbon,Ay~ IS the average content of carbon
the gas recovered at point A in Figure 1
during the period y in kg-C/m3.

BLcerry= Vaerr,
WcarbonY GGPP”X44/12)*(1/1000)

BlLgeep,y- Are thebaseline emissions from
gas that would have been provided to the
Gubkinskiy GPP in the baseline scenario
during the period y in tons of GO
equivalents

VeerrY -Is the volume of gas would have
been provided to the Gubkinskiy GPP in the
baseline scenario during the period y in Nm

W carbon,cGPpy IS the average content of
carbon in the gas recovered at point A durin
the period y in kgC/Nrh

The baseline export of associated gas to
Gubkinskiy GPP has been conservatively
estimated in the calculation. The present

approach uses an average that is lower than
the last year’s export. The oil production and

n

g

hence associated gas production is estimated
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview
to increase in the coming years. Updated | GARY
calculations and PDD requested.
Have conservative assumptions been used when atihguthe 11/ DR  Yes OK
baseline emissions?
Are uncertainties in the baseline emission estimpteperly 11/ DR  Yes OK
addressed?
Calculation of GHG Emission Reductions — Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
Are the leakage calculations documented accordirtiget /11 DR  The leakage emissions are estimated as not OK
chosen methodology and in a complete and transipearamner? | significant value in the PDD.
This assumption is to be verified during site
interview
It was verified during the site visit that no
significant sources of leakage have been
identified.
(Annex 4, table 22 in the PDD).
Have conservative assumptions been used when atihguthe 11/ DR As above OK
leakage emissions? It was verified during the site visit that no
significant sources of leakage have been
identified.
(Annex 4, table 22 in the PDD).
Are uncertainties in the leakage emission estimategerly 11/ DR As above OK
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS DUl Al
. Concl. Concl.
Interview
addressed? Yes, p67 (note)
Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
Are the emission reductions real, measurable arelighg-term  /1/ DR Yes OK
benefits related to the mitigation of climate chang
F. Environmental Impacts
Documentation on the analysis of the environméntphcts will
be assessed, and if deemed significant, an EIAdheuprovided
to the AIE.
Has an analysis of the environmental impacts optlogect /1/ DR The EIA (OVOS) is under preparation, in OK
activity been sufficiently described? accordance to the Russian guidelines for this type
of procedure.
A brief description of the environmental
impacts of this project activity is to be GcL16
included in the PDD
Are there any Host Party requirements for an Emvirental /1/ . DR | During the site interview, it is to be verified OK
Impact Assessment (EIA), and if yes, is an EIA appd? | with the pollution control board whether an SAR-8
environmental impact assessment is required
for this project activity.
It was confirmed during the interview that the
project of constriction included EIA have
been sent to state expertise.
Name State expertise is ok.
The authorities’ approval of the EIA needs to
JI Determination Protocol — Report No. 2008-0729, 02 A-29
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Reviel, Ref. MoV* COMMENTS Bl il
: Concl. Concl.
Interview
be presented (Letter that they did it).
Will the project create any adverse environmerftalces? /1 DR  During the site interview, it is to be OK
| confirmed whether this project is likely to
create any adverse impacts on the
environment.
It has been confirmed by cross-checking with
the EIA.
The calculation of EIA made in accordance
the Russian approval methodologies
confirmed that environmental impact is
allowable load.
Are transboundary environmental impacts considerede /1 DR There are no transboundary environmenta OK
analysis? impacts from this project.
Have identified environmental impacts been addresséhe /1/ DR No cL16 oK
project design?
Does the project comply with environmental legishatin the 1/ DR To be verified during the site visit. OK
host country? | Yes, the project complies with environmental
legislation in the Russian Federation.
G. Stakeholder Comments
If required by the host country, the AIE shoulduzaghat
stakeholder comments have been invited with ap@atgpmedia
and that due account has been taken of any commesrgived.
Have relevant stakeholders been consulted? 1/ DR According to the PDD, stakeholder OK
|  consultations, via public consultation
processes by “RN-Purneftegaz”, were
expected to be executed in November 2007,
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CHECKLIST QUESTION
* MoV = Means of Verification, DR= Document Reviel,
Interview

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

within the EIA procedures. They will b

e

undertaken as required by JI guidelines,

Russian regulations and/or
safeguard policies.
To be verified during the site visit.

Stakeholder consultations, via
consultation processes by “RN-Purnefteg
were held on 15 December 2007,
accordance with the EIA procedur
(reference  http://sl.yamal.ru, Newspaj
“Severniy Luch”#48, “Neftanni

Pripoliaria”#48 dated 2007-11-30) They we

World Bank

public

az

undertaken as required by JlI guidelines,

Russian regulations and World Ba

safeguard policies.

nk

Have appropriate media been used to invite comnimnliscal
stakeholders?

11/

DR

Stakeholder consultations, via
consultation processes by “RN-Purnefteg
were held on 15 December 2007,
accordance with the EIA procedur
(reference http://sl.yamal.ru
“Severniy Luch”#48, “Neftanni
Pripoliaria”#48 dated 2007-11-30)

Newspaper

public

az
in
es

OK

If a stakeholder consultation process is requined b
regulations/laws in the host country, has the $takker
consultation process been carried out in accordartbesuch
regulations/laws?

11/

DR

Yes, the stakeholder consultation process
been carried out in accordance with
Russian regulations

has
the

OK

Is a summary of the stakeholder comments receiv@dded?

11/

DR

No negative comments have been received.

OK
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CHECKLIST QUESTION

* MoV = Means of Verification, DR= Document Revielw, Ref.  MoV* COMMENTS C?Jgg g(')?ﬂl
Interview ' '
Has due account been taken of any stakeholder cateme 11/ DR As above OK
received?
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Table 3: Resolution of Corrective Action and Clarifcation Requests

Summary of project owner response

Determination team conclusion

According to the decision by JISC at its 6
Meeting (JISC, Sixth Meeting Report, paragra
21a, page 4), the letter of approval of the h
country is sufficient for the delivery of th
determination report as well as for submission
the determination report to the 45 day
publication for eventual request of review
JISC.

According to the JI rules in the Russi
Federation, the Letter of Approval can be isst
by the DFP upon the submission of the EXxp
Opinion of the qualified independent third pa
expert (in this particular case by DN
concluding that the project is in compliance w
the requirement of the UNFCCC requirements
the Jl projects.

Thus, the Letter of Approval could be submitte

to DNV in due time upon completion of the abgve

requirement.

tApproval by the focal points of the
pRussian Federation and Denmark are
gsénding.
€lt is correct that only the approval by
tife host Party is required to submit th
dfnal determination report to the JISC.
biHowever, in case no approval is
provided by Denmark after receipt of
athe approval by the Russian Federatig
weaahd prior to the submission of the fina|
afetermination report to the JISC, the
'tproject participant IBRD and the
Pparticipating Party Denmark must be
tremoved from the PDD and may only
ftwe included if approval by Denmark,
including authorization of the IBRD, is
jobtained.

Draft report clarifications and Ref. to

corrective action requests by checklist

determination team guestion
in table 2

CAR.1 The letters of approval from Table 2

the host Party Russia and from A

Denmark have to be submitted to

DNV.

CAR 2 Table 2

The maximum amount that could be B

delivered to Gubkinskiy GPP needs

to be further described. What is the

capacity of the GPP? Does it only

get associated gas from the same

selection of well as the project?

What is the age and remaining

As it was already described in the Section A.2

the PDD, the Gubkinskiy GPP (GGPP) is un

control of the Sibur Petrochemical group. Thieeen provided by the agreement #
1183000605/1263 of associated gas supp

project proponent has no control upon
operations and thus the GGPP is not include

the project boundary (please also see the Sectdubkinskiy GPP.
Letter #397 dated 16.02.2007 and letter
PP

B.1 - Project Area - of the updated PDD).

@dhe maximum amount that could be
lelelivered to the Gubkinskiy GPP has

i between Rosneft-Purneftegaz and the

c&¢id 881 dated 20.09.2007 from the GG

Capacity of the Gubkinskiy GPP and its sour
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

lifetime of the GPP? The remainin
lifetime of the current water
separation facility is requested.
The consequences for the capacit
of the Gubkinskiy GPP in the
baseline after construction of the
BCS; need to be explained. How
much will the exported amount of
associated gas increase?

of gas supply:
According to the official web-site of Sibu

(http://www.sibur.ru/eng/637/1402/1579/index.
tml), the “Gubkinskiy Gas Processing Plant ha
design capacity of 2.140 Gmper year and

handles gas from Rosneft-Purneftegaz (Taras®isit.

Barsukov, Gubkin, Komsomol fields) and Purn
(Prisklonovoye field)”. According to the
information reported in the official informatio
portal of the Ministry of Energy of the Russiz
Federation, during the 3 last years the GGPP
being receiving and processing the followi
amount of gas: 2.2833 Ghin 2005, 2.1502 G
in 2006 and 2.302 Giin 2007 (see Gazovay
Promishlennost Rossii”, Annex to “Mintop” #:3
2008, CDU TEK, Moscow, page 11). In additia
in the section “Gas Processing” of th
publication, it is indicated that “a consideral
number of existing gas processing plants
operating with full capacity” (“Gazovay
Promishlennost Rossii”, Annex to “Mintop” #:3
2008, CDU TEK, Moscow, page 11)his
information supports the argument that the GG
is currently operating at the limit and above
normal capacity due to the utilization of ti
reserve and emergency capacities.
Please see the response to the CAR 7 with reg
to further description of the maximum amount

to Rosneft-Purneftegaz confirm that
rGGPP asked Rosneft-Purneftegaz to
siieduce AG supply on account of the
smgaintenance works at GGPP. It has
been verified by DNV during the site-

eftAccording to the official web-site of
2 Sibur, the “Gubkinskiy Gas Processin
nPlant has a design capacity of 2.140
aGm° per year and handles gas from
Rasneft-Purneftegaz (Tarasov,
ngarsukov, Gubkin, Komsomol fields)
and Purneft (Prisklonovoye field)”
a(http://www.sibur.ru/eng/637/1402/157
8.9/index.shtml
PMAccording to the Sibur web-site, the
iSSubkinskiy GPP was built in 1998 anc
las being in operation for 10 years.

amore than the JI crediting period as
3,show by the operational practice for th
gas processing plants.
iRfhe PRWU was installed by RN
Surneftegaz in January 2008 a
1ontains 3 flares. It has been verified
the DNV during the site visit in Marcl
#d08. The nominal lifetime of PWRL

aPie GGPP’s lifetime is expected to be

e

nd
by

is expected 10 years.
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

that could be delivered to the GGPP.

Age and remaining lifetime of the GGPP:
According to the Sibur web-sit
(http://www.sibur.ru/eng/636/1350/1731/index.
tml), the Gubkinskiy GPP was built in 1998 a
has being in operation for 10 years. Other GI
or GPPs trains of Sibur were commission
during the period from 1975 to 1987 and 4
currently in operation (Nizhnevartovskiy GPC
1975-1978, Yuzhno-Balikskiy GPP in 1975 wi

The construction of the BGShas no
impact on the
eGubkinskiy GPP in the baseline.

s he amount of the APG exported to th
nGGPP is depended on the available
bpapacities of the GGPP that are alrea
agsed at the limit or above the normal
udesign level.

iThe baseline export of APG to th
IGubkinsky GPP is fixed in the baselir

an upgrade in 1989; Belozeniy GPC in 198@s the highest delivery over the |g
Muravlenkovskiy GPP in 1987). According tgrevious years (950 Mof natural
this operational practice, any decommissioning gés)

the Gubkinskiy GPP is not expected at least|f@AR is closed

the crediting period of the underlining JI project.

Remaining lifetime of the current

separation facility:

water

The PWRU is under control and operated by RN-

Purneftegaz. As described in the Sections
and A.4.2 of the updated PDD, the PWRU i

2
a

currently operating unit and is not a part of the

equipment to be build by the project. The PRV
was installed by RN-Purneftegaz in January 2
and has a nominal lifetime of 10 years. This U
was visited by the DNV during the site visit

March 2008.

Consequences for the capacity of the Gubking
GPP _in the baseline after construction of

VU
D08
nit
n

capacity of the

e

dy

e
e
1St

the
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

BCSs:

The construction of the BG3n the baseline ha
no impact on the capacity of the Gubkinsk
GPP. As described in the Section A.2. of t
PDD, the rational of the construction of the BC
would be to allow RN-Purneftegaz to ke
pressure at the Gubkinskiy GPP requirement
the intake point (0.09 MPa) and by this me
also, resolve the technical problem at t
Komsomolskoye oil field relative to the decrea
of gas pressure at the output of the PRWU. T
activity would allow maintaining the supply t
the Gubkinskiy GPP at the average level of th
recent years, and it will provide a parti
technological solution to the problem
increasing volumes of gas flaring (please sect
B.1. of the PDD).
How much will the exported amount ¢
associated gas increase?

As demonstrated above and in the PDD (Secti
B.1), RN-Purneftegaz has no influence on the
capacities of the GGPP, as well as the
construction of the BGSwill not have any impac
on the capacities of the GGPP. Thus, the amot
of the APG exported to the GGPP is capped by
the available capacities of the GGPP that are
already used at the limit or above the normal

~

»)
(ay
he
S
=P
5 at
an,
he
se
'his
0
5
I
Df
ion

of

t
unt

design level. In conclusion, the amount of
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

exported gas to the GGPP will remain at the le
which is reasonably represented by the averag
the amount supplied during the last 5 years.

(Please see CAR 7 for additional information).

vel
e of

CAR 3

In A2, oil is stated as the current
practice to have been separated fr
the gas and used. However, this 0
is not included in the financial
analysis nor deducted from CER @
the project. A consistent and
accurate description in the PDD is
requested.

Table 2
B

om
1

f

The fraction of LPG that is obtained at the BC

and supplied through the oil pipelines of the fig
has been already included in the invest

PDD in the Section B.2, Step 2, option 5.

For conservativeness reasons, the insignifi¢ai0009 in the PDD.
fraction of LPG that would be separated at thEhe fraction of LPG that is obtained
smaller BC§ as a result of compression proceske BCS and supplied through the all

was not included in the financial analysis of
baseline scenario.

Overall, the inclusion of the total amount of piscenario. The insignificant fraction ¢

revenues, from the oil wells, in the financ
analysis of the gas flaring reduction project

inconsistent with the nature of the projestompression process has not bg
activity, as well as with the requirements of thiecluded in the financial analysis of t
dpaseline scenario. This is a conservative

methodology AM0009. In fact, the Section A.2
the PDD indicates that the main objective of

project is to utilize the associated gas that wo

otherwise be flared at the Komsomolskoye
field. The estimated oil production profiles

well as the volume of associated gas produc
are identical in the baseline and project scena

As it is demonstrated, in the baseline scenario

eldolume of associated gas producti

emissions following the logic of th

haipelines of the field has been includ
in the investment analysis of the proje

dlPG that would be separated at f
maller BC§ (baseline) as a result ¢

[FEssumption.

ulthe CAR is closed
oil

AaS

lion

[0S

She estimated oil production and the

egqute identical in the baseline and project
analysis of the project (please refer to trecenarios. The oil has not been includ
calculations provided). Please see the updaiad the calculation of the baselin

at

ed
Ct
nf
he
nf
2en
e

the

JI Determination Protocol — Report No. 2008-0729, 02

A-37



DET NORSKE VERITAS

Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

partial technological solution for the gas flari
issue at the Komsomolskoye oil field could
adopted, thus allowing the extraction of the sa
volume of oil. However, due to the JI revenu
the project would bring a superior technologi
solution allowing the elimination of gas flaring
the oil field.

In addition, the inclusion of the oil flow in the
calculations of the emission reductions under t
project would be inconsistent with the general
approach of the methodology approved by the
CDM EB. The project is following the algorithm
of the emission reduction calculations required
the AM0009. According to this approach, the
hydrocarbons contained in the oil are not inclug
in the calculation of the baseline emissions anc
should not be deducted from the emission
reductions.

ng
be
me
es,
cal
at

he

by

led
]

CAR 4

Transmission and distribution loss
are not calculated as necessary by
the tool to calculation project
emission from electricity
consumption. It is unclear from the
PDD how the tool has been used
and what the raw data are.

es

The efficiency needs to be

Table 2

The approach used in the PDD to calculate
emission factor (EF) of the Tumen region

power grid was developed in the JI PDD
“Associated petroleum gas flaring

healculated based on the power

reductiomonsumed by the project activity and
project at the North-Danilovsk oil field, Westerremission factor of the grid, adjusted fg
Siberia, Russia” published on the JISC web-sitansmission losses in the PDD.

on May, 11, 2007 (please see the explanationsTihe default emission factor for

the Annex 4 of the Komsomolskoye project PDRlectricity consumption from the grid i

V.1, tables 24-27). The recollection of the datequal to 1.3 tC&@MWh for the

tAde project emission from consumptic
alf electricity from the grid has been

n

-

\"2J
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Draft report clarifications and Ref. to Summary of project owner response Determination team conclusion
corrective action requests by checklist
determination team question

in table 2

necessary for updating the calculation of the |Efectricity purchased from the grid onl
is very complex and time consuming due to tH€Tool to calculate project emissions

recent restructuring of the regional powerom electricity consumption”, Version
company Tumenenergo (its generation capaciti@$) has been used for calculation /3/.

calculated from a weighted average
of the power plants.

<

were re-allocated to the new generation structyr&serage technical transmission and

as a result of the complete restructuring of
RAO “EES Rossii").

In response to this CAR and taking into accouo %.

CL 13, the default emission factor for electric
consumption from the grid was be used in
updated version of the PDD. The defa
emission factor is equal to 1.3 tg®@Wh as per
Case A of the CDM “Tool to calculate proje
emissions from electricity consumption” (Versid
01/EB32) (for the electricity purchased from t
grid only). Using the default emission fact
indicated in the Tool, which is 2.5 times high
than the EF previously calculated in the PDD, i
very conservative and simplified approacin
this case the calculation of the efficiency of t
grid power plants would not be relevant. T
PDD was updated in accordance (please
Section B.1 and E.1).

Furthermore, according to the CDM “Tool to
calculate project emissions from electricity

the CAR is closed.
the
ult

ct
DN
he
or
er
S a

he
he
see

consumption” (Version 01) (for the electricity

thitstribution losses in the grid in year
have been chosen as a default value

" As it was demonstrated in the PDD V.1, the fuel ofithis regional grid is composed only by natwras and associated petroleum gas and no coalilalae in the region.
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purchased from the grid only), the default factor

for transmission and distribution losses equal tp

20% is applied.
CAR 5 Table 2 | The supplemental data for the existing pipelinesThe inventory of equipment in gas
Fugitive emissions are not E from Sputnik metering station at each cluster of processing plant and transportation

accurately determined due to
incomplete component counts. Th
needs to be corrected.

wells to the PWRU, as well as for the PWRU,
was incorporated into the ER Calculations Exce

facilities (Annex 4, table 24) has been
Lipdated in accordance last data from

file and the estimated amount of project emissio8putnik metering to compare the

and emission reductions was adjusted in
accordance. The modifications was reflected in

previous data in the PDD v.1 (Annex
4. table 23).

the PDD (please see Section E.1. and Annex 4)This supplemental data for the existin

pipelines from Sputnik metering statio
at each cluster of wells to the PWRU,
well as for the PWRU, was incorporat
into the ER Calculations Excel file.
CH, emission from recovery gas and
processing the gas at the BCS has be
recalculated. This value of total
emission is equal 3,549.6 t Q&y/y
(section E1, PDD v.2) instead of the
previous value 3,403.2 t GEgly
(section E1, PDD v.1).

CH,4 emission from transport of the ga
from PWRU to BCS to Gazprom has
been recalculated. This value of total
emission is equal 270.1 t G&y/y
(section E1, PDD v.2) instead of the
previous value 198.1 t G8qg/y (section

n
as
ed

en

[
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El, PDD v.1).
The CAR is closed.
CAR 6 Table 2 | The values of marketable gas used in the |HRe financial calculation (excel sheets

It is requested that inconsistencies
between values used in the IRR
analysis and emission reduction
calculations be corrected.

E

calculations
recently updated information on the project
production, on the amount of APG that would
used for the energy needs of the Project, as

as on the technical losses. The Expertise

provided by the Chief Geologist and the Ch
Engineer of RN-Purneftegaz (from October 20
relative to the most recent available projec
production levels was demonstrated to DN
during the site visit (attached, confidential). g1
data was used for consistency check betweern
projections of the APG production and the valt
used in the PDD. The calculation of the Proj
IRR in the PDD V.1 was based on the m
recent available data at the moment of P
submission for publication at the JISC web-S
(December 20, 2007).

To correct the inconsistencies, the finang
calculations of the Project IRR were updated
inserting the most recent available projections
the production for the period 2010-201
inclusive, which are used in the ER calculatio
Correspondingly, the adjustments were made
the values of marketable dry gas and markets

is the best available and mpptoduction data) have been updated
eglccordance with the recent data of the

kerecasting production confirmed by tk
wayhamics of the oil and gas productio
AattKomsomolskoye Oil Field

iefubmitted by the Chief Geologist and
DApproved by the Chief Engineer of RN

N?DD v.2
NiThe letter about dynamics of the oil ar
% production at Komsomolskoye Oi
Iegeld has been verified during site-vi
eply DNV.

DFthe CAR is closed.
DD

ite

ial
by
of
0
ns.
for
able
the

LPG (condensate) to ensure consistency with

tdelrneftegaz (dated 2007-10-01) in the

n

174

ne

-
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values used for the ER calculations.

Please see the relative modifications in the Excel

files with the financial calculations for the

Project, as well as the Section B.2 of the update

PDD (Step 2, Options 2 and 5).
CAR 7 Table 2 | The average gas supply to the Gubkinskiy GPPe historical average of associated
The baseline export of associated E was calculated based on the data provided in {hetroleum gas delivery to Gubkinskiy
gas to Gubkinskiy GPP has to be Table 17 “Historical average of associate@PP for last 5 years (2003-2007) has
conservatively estimated in the petroleum gas delivery to the Gubkinskiy GPH3een used in the PDD v.1 and v.2.
calculation. The present approach (please the Annex 2 of the updated PDD). ThHthe maximum amount that could be
uses an average that is lower than underlining data provided by RN-Purneftegadelivered to Gubkinskiy GPP has bee
the last year’s export. The olil was demonstrated to DNV during the site visiprovided by the agreement #
production and hence associated gas The approach selected is based on the cufre000605/1263 of associated gas supp

production is estimated to increasg
in the coming years. Updated
calculations and PDD are requestg

ad.

practice of existing CDM methodologies tdetween Rosneft-Purneftegaz and
provide a representative average value of Gubkinskiy Gas Processing Plant.
historic parameter by calculating the aver
from its last 3-5 years values. #1881 dated 20.09.2007 from GGPP
The demonstration of the fact that GubkinskiRosneft-Purneftegaz confirm that GG
GPP is operating at the limit and above its norimadked Rosneft-Purneftegaz to reduce
operating capacities is provided in response to| tA& supply on account of the

CAR 2. It is also substantiated by severahaintenance works at GGPP.
examples of written communications betwegaAowever, the baseline export of
RN-Purneftegaz and the GGPP during the perigdsociated gas to Gubkinskiy GPP
2006-2007 on the limitations of the volume of theas to be conservatively estimated
APG intake by the GGPP due to the unplannggk calculation

repair works, inducing increased volume |ofhe CAR is not closed.

flaring at the Komsomolskoye oil field. Relevant

documents were demonstrated to DNV during the

y

de&tter #397 dated 16.02.2007 and lefter

[0
PP

n
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Summary of project owner response

Determination team conclusion

site visit and are provided in separate fi
(confidential data).

es

Thus, the information provided demonstrates that

the working load of the GGPP cannot be
considered as a sustainable working operation

level. At the moment of the project consideration

no information were made available by the GG
to RN-Purneftegaz on the ongoing or planned
increase of capacities of the GGPP. Thus, the
average level of the intake of APG by Gubkins
GPP during the last 5 years is considered as
conservative and representing the realistic
operational conditions. This is a conservative
approach taking into account the risk of further

al

PP

2.

y

systematic limitations of supply that would indyce

the increased flaring of the APG in the baseling

scenario. The relevant modification is included
the Section B.2 (Step 1, Option 2) of the updat
PDD.

in
ed

CAR 7 Continued

The baseline export of associate
gas to Gubkinskiy GPP has to be
conservatively estimated in the
calculation. In order to be
conservative, the highest delivery
over the last five years should be
taken and not the average.

d

In response to CAR7, which states that the
average is lower than the last year of supply to
GGPP, the estimate of the baseline supply to t
GGPP was corrected to 950 million cubic mete
of gas (the amount of supply in 2007). The
information provided earlier on 5 years of supp
to the GGPP was to illustrate that the GGPP
intake of the APG from Rosneft was unstable o
to unplanned drops/repairs (please see the

ris closed

ly

ue

Explanation provided is accepted. The
highest value over the last three years
hbas been chosen and incorporated. C

AR
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Summary of project owner response Determination team conclusion

supporting documents provided earlier for
CARY7).

The recently approved CDM methodologies
require the 3 years? availability of historicalalat
as it is considered sufficient. In this regardngsi
the last year value (950 million cubic meters|in
2007) which is the highest in the 3 previous years
is conservative. Furthermore, it results |in
reduction of the estimated ERs by about 6% (the
updated calculations will be provided shortly ﬂor
your consideration). The relevant modifications
will be incorporated in the PDD

CAR 8
The authorities’ approval of the El
needs to be presented.

Table 2

The EIA was developed by the authorized expérhe EIA (OVOS) has been worked qut
organization “Khanti-Mansiyskoye Regionaby the authorized expert organizatipn
Section of the Russian Academy of NaturdKhanti-Mansiyskoye Regional Sectign
Sciences” (XMRO RAEN) in accordance wittof the Russian Academy of Natural
national requirements and legislation. As pd&rciences” (XMRO  RAEN) in
Letter 07.03.2008 #1K-308/1 from the UkrNGhccordance with the Russian legislation.
(the authorized design organization “Ukrainighe EIA and per Letter 07.03.2008
Oil and Gas Institute (UkrNGI)” in charge of thet1K-308/1 from the UkrNGI have been
technical design of the Project) (please see CLpjovided DNV during site-visit
the EIA has being under finalization for thet the next stage the EIA as a part|of

submission to the Regional Subsidiary of th&oject documentation will be sent fto
Main State Expertise of the Russian Federatigiie Regional Subsidiary of the Majn

(GlavGosEkspertiza) according to the Russi@tate Expertise of the Russian
Guidance on the State Expertise of Industfigkderation (GlavGosEkspertiza) for
Projects. The expected timeline of the expertiggceiving  expert  conclusion in

(authorities’ approval) is December 2008 whichccording to the Russian Guidance |on
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in line with the planned starting of the projedhe State Expertise of Industrial
implementation. The above mentioned letter| &ojects.
well as the complete text of the IEA, wa3he CAR is closed.
demonstrated to DNV during the site visit.
The EIA is demonstrating the compliance of the
projected Project activities wit the Russian
environmental law and regulations and contain
the comprehensive plan for prevention and
reparation of environmental damages. The
description of the IEA main finding was
incorporated in the updated PDD in the Section F.
CL 1. Where the technology was Table 2 | The technology provider for the project will b¢éThe elements of the technical design|of
sourced, company providing the A selected as a result of the tendering process.|the project based on the detailed
technology, cost, etc, is to be elements of the technical design of the projetechnological schemes and parameters
provided to DNV for verification. were comprehensively discussed with DNV teadeveloped by the authorized design
during the site visit, based on the detaileorganization “Ukrainian Oil and Gas
technological schemes and parameters develo|institute (UkrNGI)” have been provided
by the authorized design organization “Ukrainigto DNV during the site-visit.
Oil and Gas Institute (UKrNGI)". The Expertise Act dated 2008-03-18
The technical design was prepared by H#&0/120-20/85 and approved by the
UKrNGI and demonstrated to DNV including thd®irector of the Technical Planning and
comprehensive table of all inputs and products Bfoject Preparation Department |of
the BCS, detailed technological scheme of thRosneft has been provided to DNV and
BCS,, complete calculated material flowsthis letter contains the latest informatipn
complete list of technological components of thevailable on capital investments of the
BCS,, extracts of relevant regulations and nornpsoject.
for the design of a BGSThe descriptions, data(Total 4486,4 million RUR, 2007-286/4

and the technical scheme in the Section A.4.2 willion RUR, 2008 -946 million RUR
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the PDD are based on this document. 7
relevant clarification was included in the updat
PDD in the Section A.4.2.

The Expertise Act from March 18, 2008 by the
Director of the Technical Planning and Project
Preparation Department of Rosneft (provided t
DNV) contains the latest information available
the cost estimates of the technology to be
implemented by the project. According to this
information, the investment costs escalation
during 2007 was about 29%. This is
substantiating the conservativeness of the
assumptions made in the financial analysis of t
project updated at the moment of the PDD V.1

submission for the publication at the JISC webt

site (December 20, 2007).

[12©09-3254 million RUR)

without VAT (18 % for Russia) 3802,
million RUR has been included in tk
financial calculation.

DThe sources of capital costs for basel
band project have provided by the proje
participants.

capital cost of the option 2 scena
based on NK- Rosneft expe
conclusions signing by Director ¢
heechnical Planning and  Proje
Preparation Department of NK-Rosn
dated 2007-10-23 /6/. This docume
was verified by DNV.

In addition the design documentation
another similar project at another fig
(which implies the similar BGS
construction) developed by Institu
SIBPROEKT, 2008 was verified ar
the capital costs for this project 3
slightly higher then defined for BGS
113].
Design documentation of the proje
activity “Associated petroleum Qg
collection, treatment and compressior

€fhe capital cost for project scenario

8
ne

ne
bCt

The project participant has provided the

ro
rt
of
ct
pft
ant

of
ld

te
d
re

ct
AS
at

the  Komsomolskoye oil field
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developed by The Ukrainian Oil & Gas
Institute, 2007 was also verified /11/,
/12/. The capital costs of the project
activity in this document are even
higher then defined in PDD.
The given clarifications and verified
documentation during the follow-up
interviews and site visit are deemed
adequate.
The CL is closed.
CL2 Table 2 | The methodology AMO0009 V.2.1 contains twdhe Applicability criteria AMO009
Applicability criteria number three B applicability criteria concerning potential leakageumber three has been discussed and
has not been discussed according|to due to the Project that could be due to thecluded in the PDD v.2. (section B1):
AMO0009. A complete assessment|is substitution of fuels in the market by the product®he products (dry gas, LPG and
requested. derived from previously flared gas and due to th@ndensate) are likely to substitute|in
increase of fuel consumption as a result of suttie market only the same type of fuels

substitution.

Section B.1 of the PDD describes that the dry g@ihe project activity results in th
(first product of Project activity) will displaceproductions of dry gas and LPG.
natural gas as it will be supplied to the Gazpropyry gas displaces natural gas

Unified Gas Transmission System. In fact, as i
clarified in the Section A.4.2, the dry Qa
supplied to Gazprom is required to fit tk
requirements of Sectoral Standard (approved
Gazprom) IS 51.40-93 in terms of the water d
point and condensate dew point, as well as the
calorific value of the gas. These requirements

with higher content per unit o energy.

supplying to the Gazprom unified g
A$ransmissiosystem.
'€ PG displaces oil by supplying oil t

e oil lines of Purneftegaz.
ew

By supplying of dry gas to th
zprom unified gas transmissi

e

by
aS

e

conservatively ensuring that the carbon conten

to
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the dry gas resulting from the BE®ill be the
same type as the natural gas supplied
Gazprom (in particular, in term of the carb
content per unit of energy). The copy of the
51.40-93 is attached.

Section B.1 describes that LPG (second prod
of Project activity) will displace oil whilg
supplied in the oil lines of RN-Purneftegaz. T
APG produced at the Komsomolskoye oil fig
has a small fraction of the LPG (please ¢
Annex 2, Table 18). The fraction of LPG is a b
product of the APG extracted from tf
Komsomolskoye oil field and it will have a lowe
carbon concentration than the crude olil
displaces in the oil pipeline of the field.
addition, the projected amount of LP
production will be lower than 1% of the tot
volume of oil which is insignificant.

Thus, the project fully comply with th

applicability condition #3 of the AM0009 V.2.1.

The relevant clarifications were included in t
updated version of the PDD (Section B.1)

In addition, with regard, to the applicabilit
condition #4, the quantitative assessment of
argument used in the PDD is provided in t

system “RN-Purneftegaz” has
bymply with certain quality
brequirements  (water dew  poir

I8ondensate dew point, the net calor
value of the gas).

I\These requirements are conservatiy
ensuring that the carbon content of
hdry gas resulting from the BGvill be
Ithe same type as the natural (¢
sisupplied by Gazprom.

WPG is injected to the field o
\@roduction lines. The fraction of LP
tlexpected is lower than 1% of the to
‘tolume of oil, and since is a by-prody
nof the APG extracted from th
&Komsomolskoye oil field, it has a lowg
atarbon concentration than the oil |i
displaces.

£The CL is closed

he

y
the

he
as

table A below. The percentage of the d
supplied by the Project in the total gas produc

in Russia, as well as in the volume of gas that is

ion
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annually supplied via Urengoy-Chelyabin
pipeline of the Unified Gas Transmission Syst
of Gazprom (where the gas from the Project
be fitted) is insignificant. Thus, it is conservati
to assume that the Project will not lead to f
increased gas consumption on the market
comparison to the consumption in the absenc
the project

Table A. Calculation of the contribution of the
Project to the natural gas supply.

Project
Gm3 share,
%

National gas
production
(2007)* 654.1 0.31%

Gas supplied by

"Gazprom" via

Urengoy-

Chelyabinsk gas

transmission

pipeline (2007)** 242 0.83%

Projected gas
supply by the
Project to 2 -

5k
em
vill

he
in
e of
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Urengoy-
Chelyabinsk gas
transmission
pipeline
The share of projected LPG production by the
Project in the amount of oil produced by the
Komsomolskoye field is less than 1% (the
supporting calculation was included in the ER
Calculation Excel file) and is an insignificant
addition to the supply that would take place
without the Project activity.
Thus, the project fully complies with the
applicability condition #4 of the AM0009 V.2.1.
The relevant clarifications were included in the
updated version of the PDD (Section B.1).
CL3 Table 2 | As indicated in the updated PDD in the Sect/ofhe main elements of approved CDM
One of the applicability criteria of B B.1 (e.g. the subsection “Methodologyaseline and monitoring methodology
AMOO0OQ9 is that the energy for approach”), the Project is using main elements AMO009 V.2.1: “Recovery ang
transport and processing of the approved CDM baseline and monitoringtilization of gas from oil wells that
recovered gas is generated by using methodology AMO0009 V.2.1: “Recovery andwvould otherwise be flared” in
the recovered gas. The project utilization of gas from oil wells that woulgdcombination with the elements of the
participants are requested to otherwise be flared”in combination with the CDM “Tool to calculate project
calculate the energy fraction of elements of the CDM “Tool to calculate projecemissions from electricity consumptign
electricity and recovered gas that is emissions from electricity consumption (versipfversion 01)” have been applied in the

*  http://cdm.unfccc.int/methodologies/PAmethodoksiapproved.html.
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used in the project.

01/EB32)".
In reference to the second applicability conditi
of AMO09 V.2.1,
overwhelmingly using the APG recovered, &
also electric power from the Tumen regional gr

the Project activity i

The APG recovered by the Project
used for on-site consumption, transp
and gas processing at the BCSp. T
correspondent project emissions @
calculated using the AMOO009 carbc
balance approach (formula 1 in tl
section B.1 of the PDD).

In order to include the emissions due
the electricity generation by the Tumég
grid in a conservative way, the defal
emission factor for electricity
consumption from the grid, as indicats
in the relevant Tool, will be used in th

PDD.

oim reference to the second applicabil
5 condition of AM0O009 V.2.1, the Projec
Ldctivity is using the APG recovered, b
idilso electric power from the Tume
igegional grid.
oithe electricity consumed by the Proje
he 0.1 % in compassion of the amou
aef the APG recovered and represe
yyabout 1.4 % of energy need f
ngrocessing and transportat for proje
activity (section B.1. in the PDD)
tbhe CL is closed

2N

ult

ad
e

updated version of the PDD (please
see the response to CAR 4). This def
emission factor is equal to 1
tCO,/MWh as per Case A of the CD
“Tool to calculate project emissions fro
electricity consumption” (Versio

Iso
ult
3

01/EB32) (for the electricity purchased
from the grid only). Using the default
emission factor which is 2.5 times higher
than the EF calculated in the PDD V.1|is

—

y

—

n
ct
nt
Nts

pCt
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a very conservative simplified approach.

Overall, the electricity consumption of the Projé
Is estimated to be of 21 GWh which in ener
terms represents 75,600,000 MJ per year.
BCS, consumes a volume of 151.2 MNmwhich
corresponds to 5,462,958,836 MJ (LHV of d
8623.03 kcal/Nr). Consequently, electricity
consumption represents less than 1% (0.1%
the total energy content of the recovered
which is insignificant. The gas used for oy
consumption of the Project represents an ave
of 7% of the total energy content of the recove
gas.

The relevant clarifications were included in the
updated PDD in the Section B.1. (sub-section
“Methodology approach”) and in the ER
Calculation Excel File.

pCt

gy
The

as
y
) of
gas
VN
rage
red

Table 2
B

CL 4. The major risks to the
baseline is to be identified in the
PDD

The baseline is identified and described in

PDD using the main elements of the AMOO
V2.1 and the JI Guidance on criteria for basel
setting and monitoring.  Thus the basel
description incorporates all necessary parame

thehe major risks have been indentified
DBy evaluating legal aspects and the
ilEzonomical attractiveness in the PDD
Nehe relevant clarifications have been
tersluded in the updated PDD in the

and analysis (policy, regulatory and econom
that allow a transparent and conserva
identification of the risks of the baseline.

_($ections A 4.3, and B.2
IVEhe CL is closed

The Section A.4.3 of the PDD demonstrates why
the emission reductions would not occur in the
absence of the proposed project, taking into
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account national and/or sectoral policies &
circumstances. The national as well as

regional level are considered while describing
current and expected regulatory and pol
context and barriers with regard to gas flaring
is explained that “despite high economic los
and the increased concern at the highest polit
level on the problem of APG flaring, the curre
Russian regulatory framework and natiof
policies in terms of APG utilization have yet
be substantially improved to stimulate mg
efficient usage of APG and create the neces
conditions for the significant reduction of i
flaring. Recently, the Russian governme
announced that it does not expect to reach

95%-rate of utilization for APG before 2015".

However no regulatory and/or econon
measures were undertaken yet by the Rus
government or by the Yamalo-Nenets regio
authorities to address the issue of gas flar
This demonstrates that the baseline
established fully taking into account national a
sectoral policies in force and foreseeable at
moment of Project preparation.

The Section B.2 identifies the baseline
accordance with AM009 V.2.1 by analyzing i
alternative options of gas utilization required f{

and
the
the
cy
LIt
5es
ical
nt
nal
to
re
sary
IS
2Nt
the
ic
sian
nal
ng.
vas
nd
the

in
all
or

assessment by the methodology. As per AMOQ

09,
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the baseline options are analyzed based on
technical and legal status in Step 1. The opti

that remain from step 1 are analyzed for th
economic attractiveness in Step 2. Thus, it

demonstrated that the continuation of flaring
the APG remaining after supply to the GGPP
the realistic and plausible alternative whi
represent the baseline for the project.

In this regard, even though the utilizati
of approved CDM methodologies is not

their
ons
eir
is
of
IS
ch

bn
a

requirement for JI projects, a conservative and

consistent approach for baseline demonstra’:ion

was selected, using the recommended algori

hm

of AM0O009, in order to ensure that all relevant

risks were taken into account (in particul
please see Sections A.4.3 and B.2).

The relevant clarifications were included in the
updated PDD in the Section B.1.

ar,

CL5

Use of associated gas for heat is
claimed to be 200 million Fn
whereas total use is 4.7 millior’'m
A clarification is requested.
Furthermore, conversion to Sl units
IS requested.

Table 2
B

The quoted statement of the PDD contains
mistake. Nevertheless, correct values of
consumption for on-site heat production (4
Mm?®) are indicated on the figure 8 in the PO
V.1 and are consistently used
calculations.

The correct estimate of the APG consumption
the BCS is 151.2 Mni (according to UKrNGI in
charge of the technical Design of the Proje
However, this information would not be of dire

gesntains a mistake.

foplculations.

Cifhe CL is closed
ct

5 Thhe quoted statement of the PO
Nevertheless,
}.@orrect values of gas consumption for
)Dn-site heat production (4.7 Mjnare
in the ERdicated on the figure 8 in t
V.1 and are consistently used in the

he PD

D

D
R
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Ref. to

checklist
guestion
in table 2

Draft report clarifications and
corrective action requests by
determination team

Summary of project owner response

Determination team conclusion

relevance to the analysis of the Option 3 in
framework of the baseline identification. Th
amount relates to the consumption of the A
recovered due to the Project for the needs of
BCS..

In addition, the value of the APG consumpti
for the BC$ in the baseline scenario was also
corrected. According to RN-Purneftegas, t
value represents about 1% of the gas input to
smaller BC% (9 Mm3) given that the
compression capacity required is more than
times lower in comparison to the BES

The relevant corrections were incorporated in
updated PDD in the Section B.2 for t
description of the Options 2 and 3. H
conservativeness reasons, the amount of A
consumption by the BGSvas also incorporate
in the ER calculations (please see the
Calculation Excel file).

The conversion to the Sl units was incorporate
the updated PDD and Excel files.

the
is
PG
the

on
be
his
the

70

the
he
or
\PG
d
ER

din

CL6

Evidence for not being able
export electricity to the grid i
requested.

Table 2
[0 B

5

As it is explained in Section B.2 of the PDD,
large-scale power generation capacity up to

MWe would need to be built in order to utiliz
the total amount of the APG that would otherw
be flared. To assure the relevant demand
power, a large-scale third party dedicat
consumer(s)/consumption centre or a connec

ahe power generation at large scale
50t third party is not a common practi
rdor RN-Purneftegaz and is not part
dés business development, in particu
fander a current regulatory environme
adghich is not enforcing a non
tidiscriminatory access of th

for
ce
of
ar
nt
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

to the regional power grid would be required.

realistic due to the remoteness of

power consumption centers.

The power generation at large scale for the thikgfernal needs of Tarasovskoye fie
RNRN-Purneftegaz

party is not a common practice for
Purneftegaz and is not part of its busin
development, in particular under

regulatory environment which is not enforcing

nondiscriminatory access of the independ
power producers to the transmission capa

operated by generating companies. Curren

RN-Purneftegaz is implementing a project

52MW power generation only for the internalhe relevant clarifications have been
needs of Tarasovskoye field. RN-Purneftegaz ircluded in the updated PDD in the
not currently supplying power to any third party

Thus, the supply of power to the regional g
was not consistently pursued by RN-Purnefte

as being technically/regulatory risky option, n

complying with the overall business approach
the company.

The relevant clarifications were incorporated in

the updated PDD in the Section B.2 for Option

thgenerating companies. Currently, R
Komsomolskoye oil field from any substantigPurneftegaz is implementing a proje

a currenthus, the supply of power to th

independent power producers to the
The fulfilment of the first requirement is notransmission capacity operated

of 52MW power generation only for th

is not currentl
p§8pplying power to any third party.

gegional grid was not consistent
epursued by RN-Purneftegaz as bei
cigchnically/regulatory risky option, na
tgomplying with the overall busines
afpproach of the company.

.Section B.2 for Option 3.
riihe CL is closed.

gaz

ot

of

3.

CL7

Evidence for parameters used in t
financial analysis is requested, in
particular for the sales price per

ne

Table 2
B

The comprehensive set of documents supportifige main assumption for the price

the assumptions used in the financial analysis

or, in case of confidential documen

fAPG is based on the historical level

the baseline and project scenarios was provldéBG price for the supply to the

SGubkinskiy GPP from Komsomolskoy
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

barrel of condensate of about $18
and $9 per 1000 frassociated gas
after treatment.

demonstrated to DNV during the site vig
namely:

The Expertise Act provided by the Director
the Technical Planning and Proje
Preparation Department of Rosneft frg
March 18, 2008 on the costs of the BG®&d
the relevant infrastructure to the point
connection to Gazprom pipeline.

The expert opinion provided by the Direct
of the Technical Planning and Proje
Preparation Department of Rosneft frg
October 23, 2007 on the costs of the BC
and the relevant infrastructure.
“Projections for the social and econon
development of the Russian Federation
2008 and projections up to 2010” (Ministry
Economic Development and Trade, Ap,
2007) in the section establishing annt
increase of natural gas tariffs during t
period 2008-2010.

The official web-site of the State Statisti
Committee of the Russian Federation w
regard to the inflation indexes for the costs

the industrial equipment for the perig
2007/2006.
The Supplemental Agreement for t

Contract of the APG supply between Rosn

itoil field. The evidence for APG prices
extracted from SAP/R3 system for the
operiod 2003-2006 under the Contractual
cfgreement between Sibur and Rosneft
me CX.0607/0000605/1263D dated by
2005-09-30.
ofhe Supply Agreement between RN-
Purneftegaz and the Gubkinskiy GPP
ofor 2007 and the Invoice for the APG
csupply from the Komsomolskoye ail
rfield and reception at the Sibur GGPP
c$or 01.01.2008-01.31.2008 from
January 3% 2008 were also verified
igduring site visit /14/, /15/.
in order to further ensure
pfonservativeness of the gas price
riassumption, the most recent avalil
Laifficial governmental projections for the
heonsecutive annual increase of the gas
prices in Russia was applied to the
cselected fundamental price level /16/.
ithhe use of the official governmental

drojections is the internal requirement

y@f Rosneft in terms of preparation of the
investment evaluations. This approach
héesulted in a conservative final price

gssumption which is more than two

bfimes higher in comparison to the

and Sibur GGPP fixing the price of APG f
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

In addition to this evidence provided, tt
following references are attached:

2007, signed on
(confidential).

The Invoice for the APG supply from th
Komsomolskoye oil field and reception at t
Sibur GGPP for 01.01.2008-01.31.2008 frq
January 31, 2008 (confidential).

November 26, 20

“Projections for the social and econon
development of the RF in 2008 ar
projections up to 2010"(Ministry o
Economic Development ad Trade, Ap
2007) in the section establishing the refere
projection of the oil price for Urals brand fq
2008-2010.

The Supplemental Agreement for t
Contract of the APG supply between Rosn
and Sibur GGPP fixing the price of APG f
2007, signed on November 26, 20
(confidential).

The Invoice for the APG supply from th
Komsomolskoye oil field and reception at t
Sibur GGPP for 01.01.2008-01.31.2008 frq
January 31, 2008 (confidential).

DEundamental price level.

The price of LPG that will be separat
grom the APG in the BGCS was
heonsistently determined using t
profficial governmental projections. Th
fundamental assumption of the LK
price was provided by the availal
n@fficial projections of the price of Ura
region for 2009 /16/.

id he final price assumption is calculat
@S a netback price taking into acco
fthe export duties, the transportati
ricost, and the hydrocarbon extracti
htaxes (the calculation algorithm clarifie
hioy Rosneft is included in the Excel fi

h&ransparent  approach results in
digasonable and conservative level
HEPG price.

péhe presented argumentation satisfie
DNV.

elhe CL is closed.

he

M

for the Project financial analysis). Thi

The financial analysis for the baseline and project
scenarios was updated in mid-2007 during the
preparation the PDD V.1 based on the best
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

available representative data at this moment.
In addition to the description in the PDD, t

ne

following arguments are demonstrating the

conservativeness of the assumptions made for

financial analysis.
Price of dry gas assumption:

the

The main assumption for the price of dry gas

supplied to Gazprom by the Project is based

on

the price of the APG in the Supply Agreement
between RN-Purneftegaz and the Gubkingkiy
GPP for 2007. As it is indicated in the PDD, this

APG price is substantially below USD 10/10

Nm°®. The composition of the APG, which hag a

very small liquid fraction, is a primar

DO

y

determinant for the price to be in a lowest

category of the official regulated tariff scale

(provided in the Supply Agreement for 2007).
it is explained in the PDD in the Section B

“due to the dominant position of Gubkinskiy GPP

and Gazprom in the economically accessi
potential market for RN-Purneftegaz, the proj

As
2

ble
ect

proponent reasonably expects that the same basic

price that is currently paid by Gubkinskiy GPP,

will apply under the Project, as Gazprom has
economic incentive to pay more for this gas.”
In addition, according to financial experts
Rosneft, the abolishment of the tariff regulati
for the APG in Russia (in February 9, 200

no

of
on
8)
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

could imply further reinforcement of thJe
monopolistic pricing approach by Gazprom in th

e

region and have a downward impact on the
absolute level of the APG prices. Thus, the

fundamental price assumption followed by th

e

project proponent is reasonable and consistent

with their operational and business experience
this region.
In order to further ensure conservativeness of|t

in

he

gas price assumption, the most recent available

official governmental projections for the
consecutive annual increase of the gas prices

in

Russia was applied to the selected fundamental
price level. The use of the official governmental
projections is the internal requirement of Rosneft
in terms of preparation of the investment

evaluations. This approach resulted in
conservative final price assumption which |i

a
S

more than two times higher in comparison to the

fundamental price level (about 10 USD/100
Nm? by 2010 in USD 2007).
Price of LPG assumption:

0

The price of LPG that will be separated from the

APG in the BCg was consistently determined

using the official governmental projections. The
fundamental assumption of the LPG price was

provided by the available official projections pf

the price of Urals for 2009 at 52 USD/barrel. Th

e
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Draft report clarifications and Ref. to Summary of project owner response Determination team conclusion
corrective action requests by checklist
determination team question

in table 2

final price assumption is calculated as a netback
price taking into account the export duties, the
transportation cost, and the hydrocarbon
extraction taxes (the calculation algorithm
clarified by Rosneft is included in the Excel file
for the Project financial analysis). This
transparent approach results in a reasonable| and
conservative level of LPG price of USD145/ton.
Investment costs assumption:
The investment costs estimates in a baseline and
project scenarios were substantiated by the
Expertise Acts provided by the Director of the
Technical Planning and Project Preparation
Department of Rosneft (please see above). As|it is
mentioned in the response to CL1, according to
the most recent Expertise Act (March 2008), the
investment costs escalation only during 2007 was
about 29%. This is substantiating the
conservativeness of the assumptions made in the
financial analysis of the Project updated at the
moment of the PDD submission for the
publication at the JISC web-site (December 20|,

2007).
CL8 Table 2 | The hurdle rate of 20% is established by the Dyd&ividence for the stated hurdle rate of
Evidence for the stated hurdle rate B of the “Strategy of the “NK Rosneft” up tp20% for Rosneft is requested has bee
of 20% for Rosneft is requested. 2020". This hurdle rate of IRR is necessary|farovided DNV during the site-visit.

reach strategic objectives of the company for tifeoject proponent has provided the
medium-term period from 2007 to 2015 which|isenchmark at 20% by:
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

demonstrated by the attached selected slide
the internal confidential presentation held by
Vice-Presidents of Rosneft in October 2007.

As it was clarified by the president of Rosn

Mr. Bogdanchikov in his recent interview tdNK-Rosneft Mr. Bogdanshikov (the
Vedomosti (on 06.06.2008), the principles of théedomosti # 103 (2125) dated
Strategy are clearly established and the docum86t06.2008, the Rosnetft,
libttp://www.vedomosti.ru/newspaper/arti
Strategy of the Russian Federation currenttye, the Neftyanoy courier, Rosneft

is awaiting adjustments with the Econon

under development by the government. In
same interview, Mr. Bogdanchikov provided

strong explicit reference to the 20% hurdle rate §foreover, to demonstrate the consist

a minimal acceptable IRR.

Provided that the investment decision for the
Project will take place during the 2008, upon th
final decision on the JI component, the Project
clearly needs to comply wit the established 209
IRR hurdle rate in order to be accepted by Ros
management.

s- the internal Rosneft draft document
(H& he fundamentals of NK —Rosneft
strategy till 2020” dated 05.10.2007;
eftthe interview with the President of

theonthly newspaper dated June-July
2008).

application of the company’s intern
benchmark, two protocols/projects, tk
8vere accepted and/or rejected based
the internal Rosneft benchmark we
presented by the project participants :
n@dtified by DNV:

* |nvestments Committee Meetin
Protocol, #22/07, 2007-10-2
which contains resolution not {
invest due to its financis
unattractiveness into a proje
with an IRR similar to the IRH
of the proposed JI project /10/.

* |nvestments Committee Meetin
results #13, 2006-07-07 whig

ent
al
nat
on
re
and

19
6
0
1
ct
R

19
h
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Draft report clarifications and Ref. to Summary of project owner response Determination team conclusion
corrective action requests by checklist
determination team question
in table 2
contains resolution to invest in
a project with an IRR
significantly higher than th
benchmark /9/.
The CL is closed.
CL9 Table 2 | According to the financial experts of Rosneft, thEhe relevant clarification IS
Calculation of the variation in key B reasonable and appropriate range of [ticorporated in the PDD in the Sectic
parameters to reach the benchmark sensitivity analysis used for the preparation| &.2 for the Step 2.

and a discussion of the likelihood
for that taking place is requested i
the sensitivity analysis.

—

Rosneft investment decisions is of +25% sensitivity analysis was conducted,
variation from the main assumptions. This|iarying the gas sale price, operationa
consistent with the common practice of thand capital costs by +10% and +25%,
sensitivity analysis. More substantial range | @éspectively. The varying of gas price
variation is not considered satisfactory as| titas been based on the forecost made
would lead to a drastic modification of the overathe Ministry of Economic Developmen
project concept making the results of thand Trade of Russian Federation in th
sensitivity analysis highly unreliable. The widePDD.

range of variation would also question the Kephe CL is closed.

principle of the sensitivity analysis, which is to
assume “other parameters being equal”.
Thus, the main effort of the investment analysis is
focused on increasing the transparency of |the
analysis with regard to the definition of
reasonable, robust and conservative main

assumptions. Please see the response to the| CL7
addressing this issue, in particular based on|the
detailed explanation of the assumptions made [and

e

see documented evidence provided. The resulis of
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

the sensitivity analysis with a range of +25
variation of key parameters of the Project w
provided and discussed in the PDD. It
demonstrated that in all case the IRR of
Project is not reaching the benchmark level.
When the approach required by CL9 is appli
the range of variation of two key parameters
the Project is significantly wider in comparison
what is considered robust and conservative by
approach described above. In particular, the p
of dry gas would need to drastically increase
70% or the investment cost would need to d
by 40% in order for the IRR to reach it
benchmark level. The impact of the LP
revenues and operational costs on the IRR I¢
of the project is much less significant due torth
smaller share in the financial flow.

As it is argued in CL7, taking into account t
dominance of the single potential buyer of AR
in the region and the lack of identifiab
incentives for the buyer to pay a higher price
gas, the likelihood of such a significant incread
of the gas price is low. The regulator, being
involved in the fixation of prices of the APG, &
difficult to provide any appropriated argument
favor of such a significant increase in t
framework of a bilateral contract. With regard

the
rice
by
rop
ne
G
bvel
ei

he
PG
e
for
1Se
not

in
he
to

the equipment cost, the most recent evide

nce
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corrective action requests by
determination team

Ref. to

checklist
guestion

in table 2

Summary of project owner response

Determination team conclusion

provided by Rosneft showed an escalation
equipment costs by at least 29% during 20
Thus, the likelihood of the equipment cost to df
by 40% is very low.

The low likelihood for the two key parameters
vary to the extent that the Project reaches
20% hurdle rate supports the results of
sensitivity analysis provided in the PDD as w,
as the result of the investment analysis in
PDD.

The relevant clarification is incorporated in the
PDD in the Section B.2 for the Step 2.

of
07.

op

to
the
the
ell
the

CL 10

The fee rate for methane emission

E

contained in APG flared by
stationary sources was not found i
the IRR calculations of the baselin

Table 2
B

The amount of fees for methane emissions
included in the IRR calculation of the baseline
accordance with  the Russian  offici
“Methodology of calculation of emissions

hazardous substances into the atmosphere d
the flaring of the associated petroleum gas
flaring stacks” approved by the Decree of
State Committee for Environmental Protecti

and Hydrometeorology (# 199 of 08.04.1998) arsflacks” approved by the Decree of the
adopted from 01.01.1998 as the appropriate bhaSiate Committee for Environmental

for reporting hazardous emissions from flaring
APG. According to this methodology, th
methane fees are applied to the fraction
methane contained in the underfired APG. T
specific methodology is used by RN-Purnefteg
The amount of payment using the fee rate of|

wake amount of fees for methane
i@missions was included in the IRR
atalculation of the baseline in
pfaccordance with the Russian official
uéMethodology of calculation of
a@mnissions of hazardous substances ir
hie atmosphere due to the flaring of th
oassociated petroleum gas at flaring

®frotection and Hydrometeorology (#
€199 of 08.04.1998) and adopted from
01.01.1998 as the appropriate basis f
hisporting hazardous emissions from
aftaring of APG. According to this
B@ethodology, the methane fees are

1to
e
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corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

rubles/tonne of methane adjusted up to
rubles/tonne by applicable coefficients (e
regional factors) was applied to the amount
methane calculated as per "Methodology".
The correspondent modifications were
incorporated into the financial analysis of the
baseline (Excel File) and into the updated PDDC
the Section B.2, Step 2 for Option 2.

14Ppplied to the fraction of methane
.gontained in the under fired APG. This

epecific methodology is used by RN-
Purneftegaz.
The CL is closed.

in

CL11
Evidence for the starting date of th
project activity, i.e. time of financia
commitment for the project, is
requested.

e
I

Table 2
C

The project proponent is planning to take
investment decision with regard to the Proj

upon the expected results of the determinatistart construction to become ful
operational by the first quarter of 201Q.

process under JI procedure.

The Project Idea Note for the Project to
considered under the JI framework was recei
by the WB in December 2006. The initial stage
the technical assessment for the Project starte
April 2007. Currently, the technical design of t
Project is under finalization and the tender
process for the equipment provider is ongoi
Upon the expected decision with regard to the
component, the project would start construct
to become fully operational by the first quarter
2010.

Thus, as it is indicated in the PDD, the creditin
period of the Project will be of three years from
the beginning of 2010 up to 2012.

dopon the expected decision with regard

et the JI component, the project wou

b€he CL is closed.
ved

of

d in

he

ng

ng.

IN]

on

of

O

Id
y

CL12

Table 2

The authorized design organizatiorkrdihian

The internal standards of RN-

Oil and Gas Institute (UkrNGI)” in charge of th

idPurneftegaz have been verified by DN

\Y
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checklist
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in table 2

Draft report clarifications and
corrective action requests by
determination team

Summary of project owner response

Determination team conclusion

Accuracy for the six main D
parameters related to flow and
composition of gas and oil is

requested.

technical design of the BSgSndicated that the
design includes the provisions for the meter
equipment as well as procedures in accords
with effective rules, norms and standards of
Russian Federation. The comprehensive se
rules and norms was demonstrated to the D
during the site visit. UkrNGI also indicated that
the concrete types of equipment will be seleg
at further stages of the project. Thus, t
equipment accuracy cannot be indicated at
moment.

However, as an example of the minin
applicable level of accuracy that would
available under the Project, the accuracy of
main meters currently installed and in operat
by Rosneft were provided (please see attac
data). The current flow metering equipment (e
Flowsic, Rotamass meters) is in consistence \
the Russian Regulation and has the accuracy f
1.5% to 3%. RN-Purneftegaz possesses his
qualified and certified Laboratory that

responsible to ensure accurate concentration

measurement and composition analysis.

Nevertheless, the required set of information wiill

be presented at verification, once the equipme
has been installed.

> during the site-visit.

Nthe laboratory has the certificate
irgealytical laboratory cente
thecreditation of State committee {
I Riissian Federation for standardizat
NWid metrology (Gosstandart). Reports
g)as composition measuring has be
tedrified by DNV during the site-visit.

Mene CL is closed.
the

al
be
the
on
hed
.0.
vith
rom
own
S

nt

CL 13
Grid emission data from 2004 is

Table 2
E

As it is indicated in response to the CAR 4 and

CL3, in order to include the emissions due to thelectricity consumption from the grid i

The default emission factor for

\"2J

of
r
he
on
of
ben
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Draft report clarifications and Ref. to Summary of project owner response Determination team conclusion
corrective action requests by checklist
determination team question
in table 2

used. A clarification is requested electricity generation by the grid in a conservativequal to 1.3 tC&JMWh for the
whether these are the newest way, the default emission factor for electricity | electricity purchased from the grid onl
available data at the time of consumption from the grid will be used in the | (“Tool to calculate project emissions
publishing of the PDD in January updated version of the PDD (please also see thérom electricity consumption” ,Version
2008. response to CAR 4). This default emission facto®1) has been used for calculation /3/.

is equal to 1.3 tC&@MWh as per Option A2 of theThe CL is closed.

CDM *“Tool to calculate baseline, project and/or

leakage emissions from electricity consumption -

Version 01/EB32” (for the electricity purchased

from the grid only). Using the default emission

factor which is 2.5 times higher than the EF

calculated in the PDD is a very conservative

simplified approach. In addition, this approach |is

widely implemented in CDM projects and is

using the approved CDM Tool.
CL14 Table 2 | Quantity of fossil fuel consumed (diesel) is ndtor ex ante calculations no figure has
Sources to be used for NCVand EF E mentioned since it is only a back up system. THieen used. For diesel, the NC\
for the fossil fuels to be used are not is a monitored variable and the procedures for @0430 GJ/kg and the EF= 74.07
described. Updated PDD is calculation and measurement are considered GO,/GJ values were used. These vall
requested. the PDD. For ex ante calculations no figure hase sourced from IPCC 2006 /5/.

been used. For diesel, the NCV= 0.0430 GJ/Hthe CL is closed.

and the EF= 74.07 kg G{BJ values were used.

These values are sourced from IPCC 2006

The relevant clarification was incorporated in the

Section E.1 of the updated PDD and in the ER

Calculation Excel file.
CL 15 Table 2 | The electricity consumption of about 21GWh|i$he electricity consumption of about
A clarification for how the E estimated for the needs of the Project activity|[BLGWh is estimated for the needs of 1
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Draft report clarifications and Ref. to Summary of project owner response Determination team conclusion
corrective action requests by checklist
determination team question
in table 2

electricity consumption of 21 GWh the authorized design organization “Ukrainian ORroject activity by the authorized desi
was estimated from the 100 MW and Gas Institute (UkrNGI)” as it is indicated firorganization “Ukrainian Oil and Gas
equipment. the technical design that was to DNV during thastitute (UkrNGI)” as it is indicated in

site visit (Complex 800P: Collection, Preparatiornhe technical design.

Compression of the Associated Petroleum Gaslbhas been verified by DNV during sits

Komsomolskoye oil filed, UkrNGI, 2007). visit.

The 100 MW relates to the nominal capacity|afhe CL is closed.

the gas turbine engines that will be installed| to

satisfy the main energy needs of the B@Sit is

indicated in the sections A.4.2 of the PDD (please

see Table 3). As it is accounted in the ER

calculations, the APG collected due to the Project

activity will be used for the needs of the gas

turbine engines.

The corresponding clarification was added into

the updated PDD in the Section A.4.2.
CL 16. A brief description of the Table 2 | The impact on atmospheric air will consist |iThe relevant explanation has been
environmental impacts of this F emission of a series of pollutants at constructiomcluded in the updated PDD in the

project activity is to be included in
the PDD.

(use of special machinery, welding and paint
jobs, and earthwork) and exploitation (emiss
of atmospheric air pollutants from organized g
non-organized sources) of the plann
technological facilities (altogether about

different types of pollutants with a total mass
about 70 tons will be emitted into th
atmospheric air during the construction stag
The construction and installation works will al

rgection F.1.
Ohhe CL is closed.
ind

ed

P0

of

e

je).
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have site specific and small scale impacts on

the
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Draft report clarifications and
corrective action requests by
determination team

Ref. to

checklist
guestion
in table 2

Summary of project owner response

Determination team conclusion

water bodies, hydrological regime of the ar
mechanical disturbance of soils within t
allocated areas, changes of the relief and
existing forests (the total volume of wag
generation at construction will amount arou
480 tons). The total area of land that will have
direct impact of the construction activities
about 48 ha, including about 37 ha of for
ecosystems. The required measures mitigating
environmental impact are included in the IEA.
At the same time the project will have lar
positive environmental impacts that are relatec
the reduction of GHG emissions. Apart frg
emission reductions due to the reduction
flaring, the expected benefits from the proj
include the decrease of other environmer
pollutants, such as nitric compounds. It a
decreases considerably thermal (the flare burn
an average temperature of 1700°C), visual (lig
and noise pollution to the local environment.
The relevant updates were incorporated in the
updated PDD in the Section F.1. Please also s
the response to the CAR 8.
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