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1 INTRODUCTION

CHC” Air Liquide Severstal” (hereafter called ALS) has commissioned Bureau Veritas
Cetification to determine its JI project “Construction of new Air Separation Plant by Air
Ligide - Severstal, Russia® (hereafter called “the project”) located in Cherepovets city,
Vdbgda Region, Russian Federation. GreenStream Network Plc being PDD developer
coodinated the project and the determination process on behalf of the project owner.

This report summarizes the findings of the determination of the project, performed on the
basis of UNFCCC criteria, as well as criteria given to provide for consistent project opera-
tions, monitoring and reporting.

1.1 Objective

The purpose of the determination is to provide an independent third party assessment of
the project design. In particular, the project's baseline, the monitoring plan, and the pro-
Jject’s compliance with relevant UNFCCC and host country criteria are determined in order
to confirm that the project design, as documented, is sound and reasonable, and meets
the stated requirements and identified criteria. Determination is a requirement for all JI pro-
jecls and is seen as necessary to provide assurance to stakeholders of the quality of the
project and its intended generation of emission reduction units (ERUs).

UNFCCC criteria refer to Article 6 of the Kyoto Protocol, the Ji rules and modalities and
the subsequent decisions by the JI Supervisory Committee, as well as the host country cri-

teria.

1.2 Scope
The determination scope is defined as an independent and objective review of the project

design document (PDD), the project’s baseline study (BLS) and monitoring plan (MP) and
other relevant documents. The information in these documents is reviewed against Kyoto
Protocol requirements for Joint Implementation (J1) projects, JI guidelines, in particular the
verification procedure under the JI Supervisory Committee, JISC Guidance on criteria for
baseline setting and monitoring, Guidelines for users of JI PDD Form, and associated in-
terpretations. Bureau Veritas Certification has, based on the recommendations in the Vali-
dation and Verification Manual (IETA/PCF), employed a risk based approach in the deter-
mination process, focusing on the identification of significant risks for project implementa-
tion and generation of ERUs.

The determination is not meant to provide any consulting towards CJSC” Air Liquide Sev-
erstal’ and GreenStream Network Plc. However, stated requests for corrective actions
may have provided input for improvement of the project design.
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13 GHG Project Description (quoted by PDD Section A.2)
Purpose of the Project:

Tre company CJSC Air Liquide Severstal (ALS) commissioned, in December 2007 a
stite-of-the-art cryogenic air separation plant on the premises of the Severstal steel pro-
dution complex in Cherepovets in the Vologda Region of Russia. The plant’s purpose is
toproduce technical gases, especially high pressure oxygen and nitrogen, and deliver
them to the steel plant. The facility has a maximum design capacity of 90,000 Sm%hr of
hith pressure purified oxygen. It can also produce other %ases, such as high-pressure ni-
trigen (30,000 Sm®fhr), low-pressure nitrogen (30,000 Sm>/hr) and argon (1,470 Sm>hr).

Pwject Company:
AlS is a Joint Venture between Air Liquide (75%) and OAO Severstal Steel Works (Sev-
ertal) (25%) with the special purpose to construct and operate the air separation

plint ALS is also entitled to sell carbon credits generated by its operation

Airliquide supplies oxygen, nitrogen, hydrogen and many other gases to a diverse set of
industries (steel, oil refining, chemicals, electronics, pulp and paper, metallurgy, food-
prcessing, glass, aerospace and healthcare). The Company also provides a wide variety
of services that range from managing all gas-related operations at customer sites and find-
ing new energy solutions for manufacturers, to providing healthcare services for treating

palients at home.

Severstal is Russia’s largest steel company in terms of consolidated revenue and third
largest in terms of domestic steel production. The company is operating as a vertically in-
tegrated full-production-cycle steel mill; it has secure sources of raw materials and is con-
veriently located on a juncture of railway and water transportation routes facilitating deliv-
ery to its domestic and export customers. In addition to its domestic operations, Severstal
has acquired a major ltalian steel company (Lucchini) and a major U.S. steel company

(Rouge Steel). :

Air Liquide has provided the air separation technology for the facility. Air Liquide also pro-
vides the management and technical staff for the JV team in order to transfer the neces-
sary technology and provide support in its implementation. Severstal provides the land and
supplies utilities, such as compressed air, steam and water. Severstal also provides its
power distribution network to deliver electricity from the public grid to the ALS facility. Fi-
nally, Severstal purchases the vast majority of the gases produced by ALS under a 15-
year gas supply contract.

Situation existing prior to the starting date of the project;

Before 2005 OAO Severstal Steel Works operated ten Russian-made low-pressure cryo-
genic air separation units on the premises of its steel production complex in Cherepovets.
The units apply a low-pressure air separation process where the separated oxygen and
nitrogen is compressed afterwards in dedicated product compressors.
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Biseline Scenario:
Inthe absence of the project the most plausible scenario would have been the construc-

tion of additional Russian-made low-pressure cryogenic air separation units with a com-
bired capacity of 90,000 Sm®hr. They would most likely have been installed on the prem-
ises (or in the immediate vicinity) of the steel production complex in Cherepovets. The fa-
clty would have used a low-pressure air separation process. It would have been provided
wih compressed air from a number of main air compressors, and the separated low-
pressure oxygen and nitrogen would have been further compressed by product compres-

S07s.

Project Scenario
“The air separation facility constructed and operated by ALS is a greenfield state-of-the-art

facilty that applies internal compression via a pumping cycle. As a result, the facility di-
redy produces high-pressure oxygen and high-pressure nitrogen and does not need any
Futher product compressors. The facility includes two main air compressors and a booster
aircompressor, but the JV also purchases compressed air as well as steam.

“The ALS facility provides additional capacity to produce 90,000 Sm®hr of high-pressure
oxygen plus some other gases, such as high-pressure nitrogen (30,000 Sm®hr) and ar-
gon. The facility is almost 30% more energy-efficient than the baseline alternative. Instead
of compressing the separated gases with dedicated product compressors, the ALS facility
liquefies the separated gases and uses pumps to increase the pressure of the liquid prod-
ucts before they are vaporized again and delivered as high-pressure gases to the cus-
tomer. The energy efficiency gains are achieved because pumping liquids requires less
power than compressing gases using standards Russian product compressors. The im-
plementation of the project saves approximately 19 MW of electricity and some steam per
year compared with the baseline. Estimated emission reductions are approx. 100,000 ton-
nes of COze per year and more than 500,000 tonnes during the Kyoto period (2008-2012).

History of the Project
The ALS Joint Venture was registered on August 31, 2005. The loan agreement for the

project with the European Bank for Reconstruction and Development (EBRD) was signed
in December 2005. Trial production was launched in September 2007, the overall commis-
sioning phase lasted from May 2007 to November 2007, and the project was fully com-
pleted in December 2007. The facility has been operating without any major technical
problems since. The project’s potential to generate CO, emission reductions was consid-
ered and estimated at an early stage of the decision-making process. The emission reduc-
tion potential was included in the EBRD Board Review Document as a monitoring bench-
maik for the investment loan. The host country letter of approval is expected after comple-

tion of the determination process.
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1.4Determination team
Tre determination team consists of the following personnel:

Lemid Yaskin
Bursau Veritas Certification — Team Leader, Lead Verifier

Ivan Sokolov
Bureau Veritas Certification — Internal Technical Reviewer

2 METHODOLOGY

The overall determination, from Contract Review to Determination Report & Opinion, was
conducted using Bureau Veritas Certification internal procedures.

The determination consisted of the following three phases:
i) desk review of the project design document and the baseline and monitoring plan;
i) project site visit and interviews with project owner and PDD developer on
09/12/2009;
i) resolution of outstanding issues with GreenStream Network Plc (ref. to Appendix A
Table 5 with CAR’s and CL's) and the issuance of the determination report and

opinion,
In order to ensure transparency, a determination protocol was customized for the project,
according to the Determination and Verification Manual (IETA/PCF).
The protocol shows, in a transparent manner, criteria (requirements), means of verification
and the results from validating the identified criteria. The determination protocol serves the

following purposes:

- Itorganizes, details and clarifies the requirements a Jl project is expected to meet:

it ensures a transparent determination process where the independent entity will docu-
ment how a particular requirement has been validated and the result of the determina-

tion.

The original determination protocol consists of five tables. The different columns in these
tables are described in Figure 1.

The completed determination protocol is enclosed in Appendix A to this report. It consists
of four tables. Table 3 for “Baseline and Monitoring Methodologies” is omitted because the
project participants established their own baseline and monitoring approach that is in ac-
cordance with appendix B of the JI Guidelines and because the questions regarding the

used approach are presented in Table 2.
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Duermination Protocol Table 1; Mandatory Requirements

Reuirement

Reference

Conclusion

Cross reference

Th requirements the

phiect must meet,

Gives reference to
the legislation or
agreement where the
requirement is found.

This is either acceptable
based on evidence provided
(OK), a Corrective Action
Request (CAR) or a Clarifica-
tion Request (CL) of risk or
non-compliance with stated
requirements. The CAR’s and

Used to refer to the relevant
protocol questions in Tables
2, 3 and 4 to show how the
specific requirement is vali-
dated. This is to ensure a
transparent  determination
process.

Cl's are numbered and pre-
sented to the client in the De-
termination Report.

Determination Protocol Table 2: Requirements checklist

Checklist Question

Reference

Means of verifica-
tion (MoV)

Comment

Draft and/or Final Con-
clusion

|
|

Thevarious requirements
in Table 1 are linked to
checklist questions the
project shouid meet. The
checklist is organized in
several sections. Each
section is then further
sub-fivided. The lowest
level constitutes a check-
listquestion.

Gives refer-
ence fo
documents
where the
answer to
the checklist
question or
item is
found.

Explains how con-
formance with the
checklist question is
investigated. Exam-
ples of means of
verification are
document  review
(DR) or interview (1).
N/A means not ap-
plicable.

The section is
used to elaborate
and discuss the
checklist question
and/or the con-
formance to the
question. It is fur-
ther used to ex-
plain the conclu-
sions reached.

This is either acceptable
based on evidence pro-
vided (OK), or a Correc-
tive Action Request
(CAR) due to non-
compliance with the check-
list question. (See below).
Clarification Request
(CL) is used when the de-
termination team has iden-
tified a need for further
clarification.

Determination Protocol Table 3: Baseline and Monitoring Methodologies

Checklist Question Reference Means of verifica- | Comment Draft and/or Final Con-
tion (MoV) clusion
The various requirements | Gives refer- | Explains how con- | The section is | This is either acceptable
of baseline and monitor- | ence to | formance with the | used to elaborate | based on evidence pro-
ing methodologies should | documents checklist question is | and discuss the | vided (OK), or a Correc-
be met. The checklist is | where  the | investigated. Exam- | checklist question | tive  Action  Request
organized in several sec- | answer to | ples of means of | andfor the con- (CAR) due to non-
tions. Each section is { the checklist | verification are | formance to the | compliance with the check-
then further sub-divided. | question or | document  review question. It is fur- | list question. (See below).
The lowest level consti- | item is | (DR) or interview (I). | ther used to ex- | Clarification Request
tutes a checklist ques- | found. N/A means not ap- | plain the conclu- | (CL) is used when the de-

tion.

plicable.

sions reached.

termination team has iden-
tified a need for further
clarification.
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Ditermination Protocol Table 4: Legal requirements

Clecklist Question Reference Means of verifica- | Comment Draft and/or Final Con-

tion (MoV) clusion
Tle national legal re- | Gives refer- | Explains how con- | The section is | This is either acceptable
gurements the project | ence to | formance with the | used to elaborate | based on evidence pro-
nist meet. documents checklist question is | and discuss the | vided (OK), or a Correc-
. where  the | investigated. Exam- | checklist question | tive  Action Request
answer to | ples of means of | and/or the con- | (CAR) due to non-
the checklist | verification are | formance to the | compliance with the check-
question or | document  review | question. It is fur- | list question. (See below).
item is | (DR) or interview (I). | ther used to ex- | Clarification Request
found. N/A means not ap- | plain the conclu- | (CL) is used when the de-
plicable. sions reached. termination team has iden-
tified a need for further

clarification.

Determination Protocol Table 5: Resolution of Corrective Action and Clarification Requests

Report corrective action
e clarifications re-
qsts .

Ref. to checklist ques-
tion in tables 1/2/3/4

Summary of project
owner response

Determination conclusion

lite conclusions from the
| Delermination are either a
| Corective Action Request
or a Clarification Request,
these should be listed in
this section.

Reference to the check-
list question number in
Tables 1-4 where the
Corrective Action Re-
quest or Clarification
Request is explained.

The responses given by
the Client or other project
participants during the
communications with the
determination team
should be summarized in
this section.

This section should summarize
the determination team’s re-
sponses and final conclusions.
The conclusions should also
be included in Tables 1-4 un-
der “Final Conclusion”.

Figure 1 Determination protocol tables

2.1 Review of Documents
Air Liquide Severstal (ALS) provided Bureau Veritas Certification (BVC) on 10/11/2009 the
Project Design Document (PDD) Version 1 dated 09/11/2009 together with supporting
documentation including calculation of GHG emission and investment analysis.

The completeness check made by BVC revealed some deviations of the PDD from the
JISC format. Therefore, ALS was requested to remake the PDD in conformity to JI PPD
Form. BVC received the finally remade PDD Version 2 dated 26/11/2009. This version of
PDD was made publicly available for public comments on UNFCCC JI site from 2 to 31

December 2009.

PDD Version 2 and supporting documentation as well as additional background docu-
ments related to the project design, baseline, and monitoring plan, such as Kyoto Protocol,
host Country laws and regulations, JI guidelines, JISC Guidance on criteria for baseline
setting and monitoring, and Guidelines for users of the J| PDD Form were reviewed.

The final deliverable of the document review was the Draft Determination Report (DDR)
Version 4 dated 03/12/2009 with 13 CAR’s and 1 CL.
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PID developer GreenStream issued iteratively five batches of responses to BVC requests
wlich were eventually embedded in the amended PDD Version 7 dated 02/03/2010.

The determination findings presented in this Determination Report Version 1 and Appendix
A elate to the project as described in the PDD Version 1 (initial) and Version 7 (final).

2.2 Follow-up Interviews
Bueau Veritas Certification verifier Leonid Yaskin conducted on 09/12/2009 a site visit to

the project Cryogenic air separation plant on the premises of the Severstal steel produc-
tion complex in Cherepovets in the Vologda Region and had interviews with ALS, Green-
Steam and Severstal Steel Works, which confirmed the selected information and clarified
some issues identified in the document review. The interview topics are listed in Table 7.

Table 7 Interview topics

Date/ Site/ Inter-
viewed organization

Interview topics

0912/2009
Cherepovets city
Sites:

ALS plant

Severstal plant
Orjanisations:

ALS

GreenStream
Severstal Steel Works

1.
2.

how

® ~Noo

9.

History of the project.

Starting date of the project (the date on which the imple-
mentation or construction or real action of the project has
begun).

Substantiation of the operational lifetime of the project.
Substantiation that the project could not occur as the base-
line scenario.

Distinctions of the project activity from similar activities.
Technical design document.

Verification of specific consumption coefficients for project
and baseline scenario (the latter in Severstal Steel Works);
IRR of the project as per the feasibility study and technical
design in comparison with investment analysis in PDD.
Capital costs and breakdown of operational costs of the
project.

Operational and management structure. Responsibilities,
roles, authorities (for verification stage).

10. Expertise of Environmental Impact Assessment Documen-

tation.

11.Permits for air emissions at the construction and exploita-

tion phases.

12. Public hearings, if any.
13. Training programme for plant operators.
14.Visitation to the Plant. Inspection of monitoring equipment

(for Verification stage).

15.Pending issues.

10
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2} Resolution of Clarification and Corrective Action Requests

Tke objective of this phase of the determination is to raise the requests for corrective ac-
tiois and clarification and any other outstanding issues that needed to be followed on by
the project participants for Bureau Veritas Certification positive conclusion on the project

design.

Carective Actions Requests (CAR) are issued, where:
i) there is a clear deviation concerning the implementation of the project as defined
the PDD;
i) requirements set by the Methodological Procedure or qualifications in a verification

opinion have not been met: or
iii) there is a risk that the project would not be able to deliver high quality ERUs.

Clarification Requests (CL) are issued where:
W) additional information is needed to fully clarify an issue.

DER Version 4 summarising Bureau Veritas Certification’s findings of the desk document
review reported 13 CAR’s and 1 CL. The amendments made by GreenStream to the PDD
and summarised in PDD Version 6 dated 24/02/2010 satisfactorily addressed the verifier's
requests. As a result, the Determination Report Version 1 was issued on 28/02/2010 and
sent, together with the final PDD Version 6, to BVC Internal Technical Reviewer (ITR) for
review. Following the positive conclusion of ITR, ALS provided PDD Version 7 dated
02/03/10 with minor additions to response on CAR 05. To reflect this, the present Deter-
mination Report Version 2 dated 03/03/2010 was issued.

To guarantee the transparency of the determination process, the CAR’s raised are sum-
marized in Appendix A, Table 5.

3 DETERMINATION FINDINGS

In the following sections, the findings of the determination are presented for each determi-

nation subject as follows:

) the findings from the desk review of the original project design document and the
findings from interviews during the site visit are summarized. A more detailed re-
cord of these findings can be found in the Appendix A Determination Protocol.

i) where Bureau Veritas Certification had identified issues that needed clarification or
that represented a risk to the fulfillment of the determination protocol criteria or the
project objectives, a Clarification or Corrective Action Request, respectively, has
been issued. The Clarification and Corrective Action Requests are stated in the in

Appendix A Determination Protocol.

iii) where Clarification and Corrective Action Requests have been issued, the re-
sponse by the project participants to resolve these requests is summarized in Ap-

pendix A Table 5.
iv) the conclusions of the determination are presented consecutively.

11
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31 Project Design
The purpose of the project is to construct and operate the air separation plant developed

by Air Liquide. The plant implements a cryogenic air separation process with an internal
licud pumping cycle for production of compressed technical gases, especially high pres-
stre oxygen and nitrogen delivered to the Severstal Steel Works.

The project plant is the greenfield state-of-the-art facility which is almost 30% more en-
enyy-efficient than the common practice alternative. Instead of compressing the separated
geses as in the baseline scenario, the ALS facility uses liquid pumps to increase the pres-
sure of the liquid products before they are vaporized and delivered as high-pressure gases
to the customer. The energy efficiency gains are achieved due to pumping liquids which
requires less power than compressing gases using standards Russian product compres-
sos. The implementation of the project saves approximately 19 MW of electricity and
some steam per year as compared with the baseline.

“The project plant was commissioned by CJSC Air Liquide-Severstal in December 2007.
The facility has a maximum design capacity of 90,000 Sm3/hr of high pressure purified
OXxygen. It can also produce other gases, such as high-pressure nitrogen (30,000 Sm3/hr),
fow-pressure nitrogen (30,000 Sm3/hr) and argon (1,470 Sm3/hr). The project technology
IS unlikely to be substituted by other or more efficient technologies within the project pe-

riod.

The project is expected to provide the reduction of GHG emissions by 514,726 tCO2e over
the crediting period 2008-2012. :

The identified areas of concern as to Project Design, PP’s response and BV Certification’s
conclusion are described in Appendix A Table 5 (refer to CAR 01). The project has no ap-
provals by the Parties involved, therefore CAR 01 remains pending.

T he identified area of concern as to Project Duration / Crediting Period, PP’s response and
BV Certification’s conclusion are described in Appendix A Table 5 (refer to CAR 09, CAR

10).

3.2 Baseline and Additionality

A JI specific approach regarding baseline setting and additionality demonstration and as-
sessment has been developed in accordance with JISC Guidance on criteria for baseline
setling and monitoring (Version 02). In accordance with paragraph 24 of this Guidance, the
baseline is identified by listing and describing plausible future scenarios on the basis of
conservative assumptions and selecting the most plausible one.

Three alternative scenarios were considered:
- Alternative 1. Project: The proposed project activity without being registered as a Ji

project;
- Alternative 2. Low-Pressure Air Separation: Construction of low-pressure cryogenic air
separation plants on the premises (or in the immediate vicinity) of the Severstal Steel

12
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Works. The plant would be provided with compressed air from air compressors and the
separated low-pressure oxygen and nitrogen would be further compressed by product
ampressors. The low-pressure air separation technology was clearly the prevailing prac-
tie in Russia in 2005.

- Alternative 3. Liquid Oxygen: Utilization of off-site air separation capacity to produce lig-
Lid oxygen and liquid nitrogen. Transport them to the site where they are used in the pro-
Olction process.

Afer the assessment and screening of the Alternatives, only Alternative 2 was left as rea-
snable and feasible. Alternative 1 was excluded as financially not attractive based on the
imestment analysis made in PDD Section B.2. Alternative 3 was excluded as not plausi-
be. As a result, it was concluded that only Alternative 2 is realistic and credible and there-
foe it was selected as the plausible scenario thus representing the baseline.

Technological data and parameters that define the baseline were determined during the
visits to the sites of ALS plant and Severstal Steel Works plant. Data for grid emission fac-
larwere determined in the course of resolution of CAR 05.

All specific approach is chosen for justification of additionality. In accordance with Annex
1 of the JISC Guidance on criteria for baseline setting and monitoring (Version 02), addi-
fionality is proven by providing traceable and transparent information showing that (i) the
baseline was identified on the basis of conservative assumptions, (ii) that the project sce-
nario is not part of the identified baseline scenario and (jii) that the project will lead to re-
dutions of anthropogenic emissions by sources of GHGs. In particular:

- (i) The conservativeness of the baseline is justified in Section B.1.

- [ii) In Section B.2, it is demonstrated that the project without JI registration is not a plau-
sible baseline scenario since it does not meet the benchmark for profitability. This is shown
byan investment analysis that conforms to the CDM Executive Board’s Guidance on the
- Assessment of the Investment Analysis (Version 3). A supporting spreadsheet containing
allassumptions and calculations was made available to the verifier. The results of the in-
- Vestment analysis are reinforced by a Barrier Analysis, which shows that the project plant
is a first-of-a-kind facility in Russia. Common Practice analysis demonstrates that at the
time of at the time of decision-making there were no similar project activities operational in

Russia.

- {iii) In section E and the supporting documentation provided to the verifier, it is demon-
strated that the project reduces GHG emissions by approx. 100,000 t CO.e per year. Elec-
tricty is by far the most relevant energy input, as it is either directly consumed or indirectly
embodied in the consumption of compressed air. At the targeted output rate of 72,000 Sm?®
/ hrthe ALS facility consumes approx. 48.7 MW of grid-based electricity. Under the base-
line 67.4 MW would be consumed. The power savings of 18.7 MW are responsible for the
bulk of the emission reductions generated by the project. A supporting spreadsheet con-
taining all assumptions and the relevant data sources for the emission reduction calcula-

tion has been made available to the verifier.
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Tte identified areas of concern as to Baseline and Additionality, PP’s responses and BV
Certification’s conclusions are described in Appendix A Table 5 (refer to CAR 02, CAR 03,

CAR 04, CAR 05, CAR 08, CAR 07, CAR 08).

33 Monitoring Plan
Al specific approach regarding monitoring has been developed in accordance with the

JBC Guidance on criteria for baseline setting and monitoring (Version 02).

Al categories of data to be collected in order to monitor GHG emission reductions from the
pnject (Option 1) are described in required details.

Tte project activity leads to greenhouse gas emissions from the following emission

sources:
- indirect consumption of grid-based electricity for the production of compressed air that is

cosumed by the ALS facility;
- consumption of grid-based electricity for the ALS facility;
- indirect fuel combustion for the production of steam that is consumed by the ALS facil-

ity.

In the absence of the project (baseline scenario), low-pressure air separation facilities and
deticated oxygen and nitrogen compressors would have been used. The project activity
heps to avoid greenhouse gas emissions from the following baseline emission sources:

- ndirect consumption of grid-based electricity for the production of compressed air that is

coisumed by the low-pressure air separation facility;
- tonsumption of grid-based electricity by the low-pressure air separation facilities;
- ndirect fuel combustion for the production of steam that is consumed by the low-

pressure air separation facilities;
- consumption of grid-based electricity by the oxygen compressors;
- ¢onsumption of grid-based electricity by the nitrogen compressors.

All emission sources identified above have been included in the monitoring plan. The
monitoring approach explicitly and clearly distinguishes:

a) Data and parameters that are not monitored throughout the crediting period, but are de-
termined only once (and thus remain fixed throughout the crediting period), and that are
available already at the stage of determination regarding the PDD; and

b) Data and parameters that are monitored throughout the crediting period.

Operational structure that ALS implements to monitor emission reduction is clearly de-
scribed in the PDD. Monitoring related quality control and quality assurance procedures
are outlined subject to checking at the verification phase.

The identified areas of concern as to Baseline and Additionality, PP’s responses and BV
Certification’s conclusions are described in Appendix A Table 5 (refer to CAR 11, CAR

12).
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i4 Calculation of GHG Emissions

formulae used for calculation of GHG emissions are presented in PDD Section D. input
@ta for calculations and the calculations per se are presented on the comprehensive
yreadsheet, which was made available to the verifier. The final calculations are observed

& accurate. The results are summarized in Section E.

The calculated amount of project emission reduction over the crediting period 2008 - 2012
i5514,726 tCO2e. The annual average emission reduction is 102,945 tCO2e.

The identified area of concern as to Calculation of GHG Emissions, PP’s response and BV
Certification’s conclusion are described in Appendix A Table 5 (refer to CAR 13).

35 Environmental Impacts
Incompliance with the Russian Federation legislation and the Construction Norms and

Rules, ALS has obtained the required environmental and sanitary-epidemiological permits
fnm the regulatory agencies of the Vologda Region and the City of Cherepovets including.
The project environmental documents are in compliance with the state environmental and
sinitary-epidemiological standards. The State Ecological Examination of the project did
nit identify any non-compliance issues with regards to the Russian Federation legislation
ard normative documents relating to the environmental protection. The project complies
wih all environmental laws, and emissions are well within legal limits.

No areas of concern as to Environmental Impacts were identified.

36 Comments by Local Stakeholders
No comments of concern were received from local stakeholders.

4 COMMENTS BY PARTIES, STAKEHOLDERS AND NGOS
Inaccordance with the Section E “Verification procedure under the Article 6 Supervisory
Committee” of the JI guidelines, Bureau Veritas Certification published the PDD Version 1
on UNFCCC JI site on 01/12/2009 and invited comments within 31/12/2009 by Parties,
stakeholders and UNFCCC accredited observers. No comments have been received.

5 DETERMINATION OPINION

Bureau Veritas Certification has been engaged by CJSC” Air Liquide Severstal” to perform
a determination of the JI project “Construction of new Air Separation Plant by Air Liquide -
Severstal, Russia“ owned by CJSC” Air Liquide Severstal’. The determination was per-
formed on the basis of UNFCCC criteria for JI projects, in particular the verification proce-
dures under the JI Supervisory Committee, as well as host country criteria and the criteria
given to provide for consistent project operations, monitoring and reporting.
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Tte determination is based on the information made available to us and on the engage-
mint conditions detailed in this report. The determination has been performed using a risk-
based approach as described above. The only purpose of the report is its use for the for-
mi approval of the project under JI mechanism. Hence, Bureau Veritas Certification can-
na be held liable by any party for decisions made or not made based on the determination

cpinion, which will go beyond that purpose.

The determination consisted of the following three phases: i) a desk review of the project
design and the baseline and monitoring plan; ii) project site visit and follow-up interviews
wih the project participant and PDD developer; iii) the issuance of the determination report

and opinion.

Tre review of the project design documentation, the subsequent follow-up interviews, and
the resolution of the Corrective Action Requests have provided Bureau Veritas Certifica-
tion with the sufficient evidences to determine the fulfilment of the above stated criteria and

to demonstrate that the project is additional.

“The investment, barriers and common practice analyses demonstrate that the proposed
project activity is not a likely baseline scenario. Emission reductions attributable to the pro-
jedt are hence additional to any that would occur in the absence of the project activity.
Given that it is implemented and maintained as designed, the project is likely to achieve
the estimated amount of emission reductions.

The determination revealed two pending issues related to the current determination stage
of the project: the issue of the written approval of the project and the authorization of the
project participant by the host Party (Russian Federation). If the written approval and the
authorization by the host Party are awarded, it is our opinion that the project as described
in the Project Design Document, Version 7 dated 1 March 2010 meets all the relevant
UNFCCC requirements for the determination stage and the relevant host Party criteria.

Bureau Veritas Certification thus recommends this project for the formal approval by the
RF Ministry for Economic Development as the JI project in accordance with the RF Gov-
ernment Decree # 843 dated 28/10/2009 and the Order of the RF Ministry for Economic

Development # 485 dated 23/11/2009.

Bureau Veritas Certification Holding SAS
01 March 2010

A CERTIFICATION

Leonid Yaskin - Lead Verifier .
Reviewed
Bureau Veritas Certification Init W
Holding SAS

Date: 09/03/20/0
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€

REFERENCES

Rwiewed document or type of Information available before the site visit

1

PDD ““Construction of new Air Separation Plant by Air Liquide — Severstal, Russia”. Ver-
sion 1, dated 09/11/2009.

The documents submitted on 10/11/2009 together with PDD:

- Physical Completion Notice

- JV Charter

- Minutes of ALS Board Meeting July 23, 2009

- Gas Supply Contract

- ALS State Registration

- EBRD Board Review Memorandum

- Certificates of State Registration of the Property (plot 679, 680)

- Cadastral Plans (plot 679, 680)

- Detailed Process Flow Diagram

- Cryogenmash Investor Prospectus

- Certificates of Calibration for gas and compressed air flow meters
- Environmental Impact Assessment

- Expert Conclusion on Sanitary-Epidemiological Issues

- Environmental Section of Working Project Design Document

- Declaration on Industrial Safety

- Registration of Industrial Safety Declaration

- Minutes of the Meeting on Public Consultation

- ALS PDD V4_Supporting Spreadsheet #1 Emission Reduction Calculation 5DEC2009
- ALS Supporting Spreadsheet #2 Investment Analysis 2NOV2009

- ALS Supporting Spreadsheet #3 List of Supporting Documents SNOV2009

Guidelines for Users of the Joint Implementation Project Design Document Form/Version
04, JISC. ‘

Guidance on criteria for baseline setting and monitoring/ Version 02, JISC

Operational Guidelines for Project Design Documents of Joint Implementation Projects,
Volume 1: General Guidelines, Version 2.3, Ministry of Economic Affairs of the Nether-
lands, 2004.

Tool for the demonstration and assessment of additionality, Version 05.2. CDM -
Executive Board.

RF Urban Development Code N 190-®3 (Federal Law).

‘Regulation of realization of Article 6 of Kyoto Protocol to United Nation Framework Con-
vention on Climate Change”. Approved by the RF Government Decree # 843 of
28/10/2009 “About measures on realization of Article 6 of Kyoto Protocol to United Nation
Framework Convention on Climate Change’.
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Reiiewed document or type of Information obtained at the site visit

8 |Severstal Steel Works historic operational data for Air Separation Plant.

€ |ALS plant operational data for 2008.

Persons interviewed:

1 | Nain Cottereau - AirLiquide Russia, Director, Large Industry

Alexei Shuvalov, AirLiquide Severstal CJSC General Director

2
3 | lurgen Wiesmann - GreenStream Network plc, Consultant
4 | tlena Depova - GreenStream Network plc, Consultant
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BIREAU VERITAS CERTIFICATION A

Bugs
s$Y

Report No: RUSSIA/0044-2/2009 v.2

Duft Determination Report on JI project
‘Cinstruction of new Air Separation Plant by Air Liquide - Severstal, Russia®

Appendix B: Verification Team’s CV’s

Mr. Leonid Yaskin, PhD (thermal engineering)

Lead Verifier.
Bueau Veritas Certification Rus General Director, Climate Change Local Manager, Lead

Auditor, IRCA Lead Tutor, Lead Verifier

He has over 30 years of experience in heat and power R&D, engineering, and manage-
ment, environmental science and investment analysis of projects. He worked in Krrzhiz-
hanovsky Power Engineering Institute, All-Russian Teploelectroproject Institute, JSC En-
ergoperspectiva. He worked for 8 years on behalf of European Commission as a monitor
of Technical Assistance Projects. He is a Lead auditor of Bureau Veritas Certification for
Quality Management Systems (IRCA registered), Environmental Management System
(IRCA registered), Occupational Heaith and Safety Management System (IRCA regis-
tered). He performed over 250 audits since 2002. Also he is a Lead Tutor of the IRCA reg-
istered ISO 14000 EMS Lead Auditor Training Course, and a Lead Tutor of the IRCA reg-
istered OHSAS 18001 Lead Auditor Training Course. He is an Assuror of Social Reports.
He has undergone intensive training on Clean Development Mechanism /Joint Implemen-
tation and wasfis involved in the determination of over 45 JI projects.

lvan G. Sokolov, Dr. Sci. (biology, microbiology)

Climate Change Lead Verifier, Internal Technical Reviewer, Bureau Veritas Certification
Holding SAS Local Climate Change Product Manager for Ukraine.

He has over 25 years of experience in Research Institute in the field of biochemistry,
biotechnology, and microbiology. He is a Lead auditor of Bureau Veritas Certification for
Environment Management System (IRCA registered), Quality Management System (IRCA
registered), Occupational Health and Safety Management System, and Food Safety
Management System. He performed over 140 audits since 1999. Also he is Lead Tutor of
the IRCA registered ISO 14000 EMS Lead Auditor Training Course, and Lead Tutor of the
IRCA registered ISO 9000 QMS Lead Auditor Training Course. He has undergone
intensive training on Clean Development Mechanism /Joint Implementation and he is
involved in the determination/verification of 26 JI projects.
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