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“Implementation of energy saving measures at Public Joint Stock Company “Northern Iron Ore
Enrichment Works”.

Sectoral Scope™:

3 — Energy demand

8 — Mining/Mineral Production
Version: 2.0.

Date: November 23, 2012

| A2.  Description of the project:

PJSC "Northern Iron Ore Enrichment Works” is the largest (for the beginning of XXI century) ore
mining enterprise in Europe with the finished cycle of blast furnace raw materials preparation — iron ore
concentrate and pellets. Plant is located in Kryvyi Rih, Dnipropetrovsk region.

Construction of the plant was started in 1960 on the basis of Pershotravneve, later Gannivske deposit of
iron quartzite of Kryvyi Rih iron ore basin. The first concentrating plant was put into operation in 1963,
the second one in 1978. Production — iron ore concentrate and flux pellets.

At the beginning of XXI century the raw materials base for plant was iron quartzite of Pershotravneva
site of Gannivske deposit, that are located in northern part of Kryvyi Rih iron ore basin.

Deposits are worked off in open way, maximal size of ore stone is 1200 mm. The conditions of deposits
for 01/01/2003 in the carriers of Northern Iron Ore Enrichment Works were as follows: 146.3 min
tonnes of discovered stock, 16.1 min tonnes of stock prepared to be discovered, 2.4 min tonnes ready for
extraction. Average amount of ore extraction at Northern Iron Ore Enrichment Works is 33.7 min
tonnes per year.

The main method of concentrating is magnate in weak field. Technological scheme includes 4 stages of
preliminary breakage, 3 stages of fragmentation and 5 stages of magnate separation. Every stage results
in generation of waste, useful product is under further processing. As a result of full cycle of
concentration from ore with the portion of iron (Fe total) 31.23-33.6 % concentrate with the portion of Fe
65.04-65.15% and humidity of about 10 % is received. Average annual production of the plant is 7 min
tonnes of concentrate and 5.6 min tonnes of pellets. Portion of iron in pellets is 60.5-60.68 %.

The project history starts when on the technical meeting under the direction of the Pelletizing Plant and
on the PJSC "Northern Iron Ore Enrichment Works™ scientific and technical board meeting the decisions
on the beginning of the ore pellet and concentrate production modernization were taken.

The realization of the project of production modernization allowed to reduce specific consumption of
electric power in the process of pellets and iron ore concentrate production, allowing to reduce its
consumption from UETG and to reduce natural gas specific consumption in the process of pellets
production, leading to the natural gas consumption reduction. The reduction of energy consumption

! http://cdm.unfccc.int/DOE/scopes.html
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allows to reduce its consumption from UETG, leading to reduction in fuel consumption for the electric
power production and, correspondingly, to the decrease in greenhouse emissions by power plants of
Ukraine. Reduction in volumes of natural gas consumption during the pellets production will lead to
decrease in greenhouse gas emissions.

JI project “Implementation of energy saving measures at Public Joint Stock Company «Northern Iron
Ore Enrichment Works” was initiated in 2003, taking into account the possibility of Kyoto mechanisms
funds involvement.

Without joint implementation project activity, the baseline for PJSC "Northern Iron Ore Enrichment
Works” would be maintenance of the existing in the beginning of 2003 technological equipment and
heavy dump trucks in a due condition, at the same time the power resources consumption for iron ore
concentrate and pellets production and, as the result, greenhouse gases emissions to the atmosphere
would stay equal to consumptions and emissions in 2003.

Project activities are aimed at improvement in power efficiency of the plant by the implementation of 2
subprojects:

1. Modernization of iron ore concentrate production — aimed at establishing of high-efficient
equipment and optimization of technological processes, which will allow reducing the consumption of
electric energy during the production of iron ore concentrate. Reduction in electric energy consumption
will allow to reduce energy consumption from UETG, which will result in decrease in fuel consumption
for energy production and, correspondingly, reduction in greenhouse gas emissions at the power plants of
Ukraine.

2. Modernization of pellets production — the aim of modernization is the establishment of high-
efficient equipment and optimization of technological processes, which will allow to reduce consumption
in electric power and natural gas during the pellets production. Reduction in electricity consumption will
allow to reduce its consumption from UETG leading to reduction in fuel consumption for the electric
power production and, correspondingly, to the decrease in greenhouse emissions by power plants of
Ukraine. Reduction in volumes of natural gas consumption during the pellets production will lead to
decrease in greenhouse gas emissions.

The fulfillment of scheduled activities on decrease in energy efficiency of the production at PJSC
"Northern Iron Ore Enrichment Works” will result in reduction in volumes of natural gas consumption
for pellets, decrease in electric energy consumption in production of iron ore concentrate and pellets,
which will decrease green house gas emissions into the air.

| A3.  Project participants:

Legal entity project participant Please indicate if the Party
: Y Project particIpant o\ olved wishes to be considered

___________ e _as project participant (Yes/No)

. e PJSC "Northern Iron Ore No
Ukraine (host Party) Enrichment Works”
The Netherlands ° g/l;tmvest International No

PJSC "Northern Iron Ore Enrichment Works” (Code in the Unified State Register of Enterprises and
Organizations of Ukraine (ERDPOU in Ukrainian transcription) 00191023) is the largest (for the
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beginning of XXI century) ore mining enterprise in Europe with the finished cycle of blast furnace raw
materials preparation — iron ore concentrate and pellets. Plant is located in Kryvyi Rih, Dnipropetrovsk
region.

Type of activities for the object:
13.10.0 Iron ore extraction;

51.90.0 Other types of wholesale;

60.24.0 Operation of automobile cargo transport;
60.10.2 Operation of cargo railroad transport;
37.10.0 Metal wastes and scrap processing;
45.21.1 Construction of the buildings.

Metinvest International S.A. — metal trading company, established in 1997 in Switzerland, the member of
group Metinvest. The company conducts export supplies of metal products to the markets of near abroad
and far abroad countries. Metinvest International S.A. is the potential buyer of ERUs generated as a
result of the proposed project.
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| Ad.  Technical description of the project; |

| A.4.1. Location of the project:

The project is located on the territory of PJSC "Northern Iron Ore Enrichment Works”. in the
Dnipropetrovsk region in Kryvyi Rih city. Geographic location of the project is indicated in the figure 1.
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Figure 1 — Geographic location of the project

Ukraine

| A.4.1.2. Region/State/Province etc.:

Dnipropetrovsk region

| A.4.1.3. City/Town/Community etc.:

Kryvyi Rih City

A.4.1.4. Detail of physical location, including information allowing unique
identification of the project (maximum one page):

The project is located on the territory of PJSC "Northern Iron Ore Enrichment Works”.

PJSC "Northern Iron Ore Enrichment Works” is located in the Dnipropetrovsk region in Kryvyi Rih
city.

The population of Kryvyi Rih totals 659 090 people.

Geographical coordinates of PJSC "Northern Iron Ore Enrichment Works™:
- 48°07'05" North latitude;
- 33°32'43" East longitude.

This template shall not be altered. It shall be completed without modifying/adding headings or logo, format or font.



page 6

Figure 2 — Location of production facilities PJSC "Northern Iron Ore Enrichment Works”

A.4.2. Technology(ies) to be employed, or measures, operations or actions to be

Reduction in greenhouse gas emissions may be achieved as a result of improvement in power efficiency
of the plant by the implementation of 3 subprojects. The fulfillment of scheduled activities of decrease in
energy efficiency of the production at PJSC "Northern Iron Ore Enrichment Works™” will result in
reduction in volumes of natural gas consumption for pellets, decrease in electric energy consumption in
production of iron ore concentrate and pellets, which will decrease green house gas emissions into the
air.

The following technical and technological measures were undertaken in the framework of the proposed
project:

2003
Implementation of the automated commercial accounting of energy resources: electric power, heat
energy, natural gas, water;

The main purpose of automated commercial accounting of energy resources is rearmament and
modernization of the enterprise for improvement of rational using of energy resources.
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Figure 3 - Scheme of automated system of commercial accounting of electric power

Automated system of commercial accounting of electric power is the most accurate system of energy
resources consumption measuring, which allows to analyze enterprise’s operation.

Implementation of this system is the way to energy saving and energy efficiency, financial economy,
energy and material resources saving.

Benefits of this system’s implementation:

» Receiving of total information on energy consumption and energy resources distribution;

» Creation of united protected informational network, for control and consumption of energy
resources of any configuration;

» Operative receiving of access to any point of accounting included to the created system;

» Control of energy resources consumption in online mode and making the timely decisions on the
basis of received data, decisions that will ensure more efficient use of energy resources.;

« Creation of distribution database with the parameters of the mode of resources use;

» Receiving resulting forms and reports (dispatcher daily note etc) on the basis of information
received;

«  Operative detection and localization of resources losses;

» Applied technology of accounting is totally automated and minimizes manual job and excludes any
subjective factors in the accounting process.

One of the most important aspects of the implementation of this system is the conduction of commercial
accounting (in accordance with statement NERC dated 17/10/2005 Ne 910) on the electric facilities
belonging to consumer in accordance with requirements of paragraph 3.20 of the Rules of electricity
consumption.

Conduction of full scope of work on creation of the Automated system of commercial accounting of
electric power includes:

Review of object, on which implementation of the system is planned.

Development and approval of technical documentation with energy supplier.

Delivery of equipment in accordance with the working project.

Conduction of electricity assembling work

Conduction of start and adjustment work and putting into operation.

Metrological attestation.

Putting into industrial operation.

NogokrwdE
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Figure 4 - General view of furnace boiler

2003-2004
Reconstruction and decentralization of the heat supplying system for the objects of enterprise
(construction of autonomous gas furnace systems of hot water supply and heat supply;

The analysis of commercial and financial activities have shown the problems related to the fact that heat
energetic is in critical conditions. Significant amount of boiler equipment has the coefficient of efficiency
less than 80%, third part of equipment needs to be replaced or put out of operation, existing capacities of
boiling houses are used for 10-30%.

Installed capacities, the main and additional equipment of boiling houses and diameters of pipelines, did
not ensure the temperature mode in buildings in accordance with KTM 204 Ukraine 244-94 and
economical consumption of fuel energy resources according to energy saving standards.

The main goal of optimization of heat supply is putting the operating facilities into accordance with
connected charge, reduction of energy resources consumption for 20 - 30%, assurance of efficient heat
saving.

The following benefits are expected as a result of project implementation:
e Creation of comfort conditions for workers;
e Improvement of heat provision of the enterprise;
¢ Reduction of natural gas and electric power consumption.
e Putting out of operation of unprofitable boiling houses.

2004
Optimization of scheme of gas and air flows of burning machine OK-306

2006
Implementation of the program of organizational and technical measures (24 ones), including:
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2007

Technical rehabilitation of machine OK-306 with the installation of turbulent mixer, replacement
of incombustible laying, reconstruction of loading point;

Replacement of gas injection heads of burners for burning machines Lurgi — 278;

Capital repair of technological sections RZF-1 with the replacement of pumps 12Gr-8, 8Gr-8 for
high productive pumps Vasa-7010, 507 (section Ne21).

Implementation of the program of organizational and technical measures (27 measures), including:

2008

Installation of condensing facility to GPP-2 with the capacity 28 MWA and voltage 6 kV and
system of automatic control of reactive capacity;

Reconstruction of the networks of upper lighting of breakage site of RZF-1 and installation of
lamps DnaT-400 (123 lamps);

Capital repair of technological section RZF-1 with the replacement of pumps 12GR-8, 8GR-8 for
high productive pumps Vasa-7010, 507 (sections Nel7, 20);

Replacement at CVO-1 of permanent current electric drivers of pan pelletizers for drivers of
alternate current with frequency transformers of disc feeders and dosing mechanisms.

Implementation of the program of organizational and technical measures (34 measures), including:

Reconstruction of burning machine OK-306 with the replacement of air and gas flows
(increasing of productivity and reduction of specific natural gas losses);

Replacement of pumps 12GR-8 for high productive pumps Vasa-7010 equipped with electric
engine 160 kW (2 units) on technological section Ne19 RZF-1.

Change of regime of compressed air supply for technological needs of pellets production on CVO-2 that
allowed to reduce the number of operating compressors K-250-61-5 for TKC for one unit (capacity of
electric engine 1600 kW).

Figure 5 - Railway train with self-turning wagons
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2009
For 12 months of 2009 27 measures were implemented as a part of energy efficiency program of the
enterprise, including:

e Optimization of energizing current of synchronous engines of technological mechanisms at
structural departments CTVSHG, CVO-1, CVO-2, ROF-1 in manual mode, that allowed to
reduce consumption of active electric power in stators of synchronous engines and losses in
electricity supply system due to reduction of reactive electric power overflows;

e Transformers T5 and T6 with capacity 63000 kWA on GPP-3 of the plant of networks and
substations stopped for cold repair. This leads to the reduction of active electric power losses for
826 ths. kWh per year;

e Transformers T1 and T3 with capacity 63000 on GPP-4 of the plant of networks and substations
stopped for cold repair. This leads to the reduction of active electric power losses.

2010
Implementation of the program of organizational and technical measures (59 measures).

¢ Replacement of reciprocating compressor for energy-efficient centrifugal "Tsentak™ at the central
compressor station

Figure 6 - Compressor "Tsentak"

2011
Implementation of the program of organizational and technical measures (85 measures).

e Reconstruction of burning machine OK-306 (from 2006) allowed to reduce specific losses of
natural gas while the production of iron-ore pellets from18.77 m*/t to 14.36 m*/t;

o Replacement of physically and morally obsolete compressors on central compressor station of
heat and power plant allowed to reduce losses of electric power for the production of compressed
air up to 8% or 780 ths. kWh/year;

e Implementation of compensative facility with the capacity of 2*12000 kWA at substation GPP-5
of networks and substations plant allowed to automize process of reactive electric power
overflows compensation and to reduce losses of the enterprise for 10-15% or 56.8 mil.
kWh/year;
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e Capital repair of main water networks of the enterprise with the length of 4.5 km applying
innovative methods of underground pipelines construction using plastic pipes instead of steel or
iron ones, that leads to reduction of water consumption for 7-10% per year;

s

s A

Figure 7 - Digger EKT™-5

Much of the work is done in the structural units in implementations of economic lighting installations
based on sodium and compact fluorescent lamps. Complete replacement of approximately 1 000 units.
incandescent lamps and lamps at subdivisions of enterprise.

Measures for the further years are to be agreed with the enterprise’s management. All the information
concerning JI project is provided in this document.

Table 1.Implementation schedule for the measures foreseen in the framework of JI project.

Year Content of implemented measures
2003 Implementation of the systems of commercial energy resources metering
2004 Reconstruction and decentralization of the heat supplying system for the
objects of enterprise
Optimization of scheme of gas and air flows of burning machine OK-306
2005 Optimization of scheme of gas and air flows of burning machine OK-306
2006 Technical rehabilitation of machine OK-306 with the installation of turbulent
mixer, replacement of incombustible laying, reconstruction of loading point;
Replacement of gas injection heads of burners for burning machines Lurgi —
278,
Capital repair of technological sections RZF-1 with the replacement of pumps
12GR-8, 8GR-8 for high productive pumps Vasa-7010, 507 (section Ne21).
2007 Installation of condensing facility to GPP-2 with the capacity 28 MWA and

voltage 6 kV and system of automatic control of reactive capacity;
Reconstruction of the networks of upper lighting of breakage site of RZF-1
and installation of lamps DnaT-400 (123 lamps);
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e  Capital repair of technological section RZF-1

2008 e Reconstruction of burning machine OK-306 with the replacement of air and
gas flows (increasing of productivity and reduction of specific natural gas
losses);

e Replacement of pumps 12GR-8 for high productive pumps Vasa-7010
equipped with electric engine 160 kW (2 units) on technological section Nel19
RZF-1.

2009 e  Optimization of energizing current of synchronous engines of technological
mechanisms at structural departments CTVSHG, CVO-1, CV0O-2, ROF-1 in
manual mode, that allowed to reduce consumption of active electric power in
stators of synchronous engines and losses in electricity supply system due to
reduction of reactive electric power overflows;

e  Transformers T5 and T6 with capacity 63000 kWA on GPP-3 of the plant of
networks and substations stopped for cold repair. This leads to the reduction
of active electric power losses for 826 ths. kWh per year;

e Transformers T1 and T3 with capacity 63000 on GPP-4 of the plant of
networks and substations stopped for cold repair. This leads to the reduction
of active electric power losses.

2010 e Implementation of the program of organizational and technical measures

2011 e Reconstruction of burning machine OK-306 (from 2006);

o Replacement of physically and morally obsolete compressors on central
compressor station of heat and power plant;

e Implementation of compensative facility with the capacity of 2*12000 kWA
at substation GPP-5 of networks and substations plant allowed to automize
process of reactive electric power overflows compensation:

e  Capital repair of main water networks of the enterprise;

e  Application of an effective control system based on electric circuits "thyristor
converter - engine" on Digger EKT'-5 number 57 Hanivskoho career.

A.4.3. Brief explanation of how the anthropogenic emissions of greenhouse gases by
sources are to be reduced by the proposed JI project, including why the emission reductions would

policies and circumstances:

The major activity of PJSC "Northern Iron Ore Enrichment Works” is a production of crude ore
concentrate and pellets. The company provides a full technological cycle starting with iron ore mining
and ending up with production of iron ore pellets.

The emissions reduction will occur due to the implementation of 2 subprojects:

1. Modernization of iron ore concentrate production

The proposed subproject will allow to reduce the specific consumption of electric energy per ton of
produced iron ore concentrate. Energy consumption reduction will allow to decrease the amount of
energy consumption out of UETG, this will allow to reduce the fossil fuel combustion needed for energy
production at Ukrainian energy enterprises.

2. Modernization of pellets production

The proposed subproject will allow to reduce the specific consumption of electric energy and specific
consumption of natural gas per ton of produced pellets. Energy consumption reduction will allow to
decrease the amount of energy consumption out of UETG, this will lead to the reduction of fuel
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consumption needed for energy production thus causing the GHG emissions reduction at Ukrainian
energy enterprises. The decrease in quantity of natural gas combustion needed for pellets production will
let to reduce the GHG emissions.

Environmental legislation is not yet perfect in Ukraine, so far it is not fully adapted to the current
requirements of international environmental bodies and European Union standards. There is no targeted
state policy in Ukraine requiring to reduce greenhouse emissions by the mining industry enterprises.

Significant financial resources are required for implementation of all activities scheduled according to
the project. Project-related costs are planned to be partly compensated at the expense of reduction in
energy recourses and thus, leading to the decrease of production cost. However this mechanism of
investments reimbursement does not allow to fulfill all the measures within the enterprise modernization
project framework.

To implement the planned energy-saving measures in full, both own funds of the Company and credit
resources are used. The latter source has being disadvantageous because of high interest rates. The
possibility to attract investments using mechanism of joint implementation allows the Company
management to perform measures which could not be implemented without funds that PJSC "Northern
Iron Ore Enrichment Works” plans to receive from selling emission reduction units.
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Beginning of crediting period starts in 2004. From the beginning of crediting period till the end of 2007,

the assigned amount units (AAUSs) will be generated.

Table 2. Estimated GHG emission reduction for the period 2004-2007

Years

Duration of the crediting period 4
Year Number of the assigned amount units,

tCO,.
2004 131 041
2005 243 795
2006 308 935
2007 444 476
Total emission reduction during the crediting period 1128 247
(tCO,.)
Average annual emission reduction during the crediting 282 062

period (t CO, )

The first commitment period under the Kyoto Protocol is from 2008 till 2012.

Table 3. Estimated GHG emission reduction for the period 2008-2012

Years

Duration of the crediting period 5
Number of the emission reduction units,
Year

tCO,.
2008 495 603
2009 550 224
2010 509 062
2011 516 237
2012 556 864
Total emission reduction during the crediting period 2627 990
(tCOs.)
Average annual emission reduction during the_crediting 525 598

period (t CO, o)

In case if after the first commitment period under the Kyoto Protocol, it will be prolonged, the crediting
period may be extended till the finalization of expected project operational lifetime.
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Table 4. Estimated GHG emission reduction for the period 2013-2020

Years

Duration of the crediting period 8
Number of the emission reduction units,
Year

tCO,.
2013 556 864
2014 556 864
2015 556 864
2016 556 864
2017 556 864
2018 556 864
2019 556 864
2020 556 864
Total emission reduction during the crediting period 4 454 912
(tCO,.)
Average annual emission reduction during the crediting 556 864
period (t CO, )

| A.5.  Project approval by the Parties involved:

Justification materials for the potential joint implementation project, intending to obtain a letter of
endorsement by the owner of the source, were sent to the State Environmental Investment Agency of
Ukraine. The State Environmental Investment Agency of Ukraine issued for this purpose a Letter of
Endorsement #3582/23/7 dated 22/11/2012.

After the procedure of project determination, the final version of documentation and the determination
report will be submitted to the State Environmental Investment Agency of Ukraine in order to obtain a
Letter of Approval.

The procedure of the issuance of Letter of Approval from the Netherlands was started from the moment

of issuance of Letter of Endorsement from Ukraine. For the present moment Letter of Approval from the
Netherlands is at the stage of preparation and will be issued after the determination passing.
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The baseline for this project was chosen according to "Guidance on criteria for baseline setting and
monitoring” (version 03)°. Correspondingly to the document, the selection of the baseline can be stated
on a certain approach that is used only for a specific JI project, or on a standard approach with the use of
methodologies including small-scaled that are approved by the Joint Implementation Supervisory
Committee.

Since this project consists of several subprojects that are aimed at different key factors allowing to reduce
greenhouse gas emission, the baseline was identified on the basis of certain approach. According to
"Guidance on criteria for baseline setting and monitoring" (version 03) for such projects, based on the
certain approach, specific methodological parts can be included into the baseline setting, that are
approved by the Joint Implementation Supervisory Committee. The methodological tool "Combined tool
to identify the baseline scenario and demonstrate additionality" (version 03.0.0)* was chosen for the
project baseline setting.

Baseline setting based on identification of the most plausible among the alternative scenarios, that are
able to secure output production quality, without reducing the volume of production, and meet the
requirements of the acting legislation in Ukraine.

GHG emission reduction is not obligatory according to the active legislation of Ukraine. Law #2707-XII
of Ukraine "On air protection™* dated 16/10/1992 regulates the national policy of Ukraine on hazardous
emissions into the air. This Law doesn’t include any requirements concerning GHG emissions by the
industry. Requirements concerning permissible air pollution are envisaged by the Order #309 dated

27/06/2006 on "On approving the maximum permissible dose of stationary sources pollutants'™.

Baseline of this project was selected by the following steps:
1. Identification of realistic and effective alternatives;

2. Rejection of alternatives that do not comply with active legislations and regulations;
3. Rejection of alternatives that include barriers for their achievement.

Step 1. Identification of realistic and effective alternatives

To determine the baseline, two the most probable alternatives were selected for the project activity.

Alternative 1.1 Continuation of current situation at the plant without activities improving power
efficiency
Alternative 1.2 Performance of project activities without joint implementation mechanisms

2 http://ji.unfccc.int/Ref/Documents/Baseline_setting_and_monitoring.pdf

? http://cdm.unfccc.int/methodologies/PAmethodologies/tools/am-tool-02-v3.0.0.pdf
* http://zakon1.rada.gov.ua/cgi-bin/laws/main.cgi?nreg=2707-12

> http://zakon.rada.gov.ua/cgi-bin/laws/main.cgi?nreg=z0912-06
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1.1 Continuation of current situation at the plant without activities improving power efficiency

According to this alternative, the enterprise will not implement any modernization of enterprise
production capacity.

1.2 Performance of project activities without joint implementation mechanisms

This alternative presumes to implement all the modernization activities at the plant, without using joint
implementation mechanisms.

Step 2. Rejection of alternatives that do not comply with active legislations and regulations

All the above mentioned alternatives comply with the active legislation requests and corresponding
regulations.

Step 3. Rejection of alternatives that include barriers for their achievement
Substep 3a. Financial barriers

Alternative 1.1 does not include significant financial issues, the plant does not require modernizations
and can continue to purchase natural gas and electric power for production and heating needs of the
plant.

Alternative 1.2 is not financially attractive without engaging the joint implementation mechanisms.
Introduction of this alternative requires significant plant modernization and financial investments that are
possible to obtain by joint implementation project implementation.

Attracting funding in required amount from external sources has been and remains improbable.

It should be noted. that when making investment decisions (2003) the economic situation in Ukraine was
extremely difficult. The continuous downward trend in GDP throughout the previous decade® did the
prospect of the project activity improbable.

The chances of attracting funds from abroad have been and are relatively low. As in 2001, Ukraine was
considered to be a high risk for business and investment. Overall entrepreneurial sector in Ukraine was
very weak. Inappropriate accounting standards prevented the assessment of creditworthiness. Corporate
governance has been recognized outside of transparency and open to abuse.

This can be illustrated by the fact that in 2000 Ukraine has managed to attract only 792.2 million dollars
of direct foreign investment. In the same year residents seized assets worth 189.6 million dollars. As of
01.01.2001, the total foreign investment in the country was 3 865.5 million, corresponding indicator only
$ 78 dollars per capita’. This indicator clearly shows that the Ukrainian market was unattractive to
investors at the beginning of the project.

Another factor which has further undermined the Ukrainian financial market during this period was a
sovereign default on Eurobonds denominated German mark in February 2000 and defaulted on bonds
denominated in U.S. dollars in January 2000. Ukrainian government had to offer to exchange bonds with

8 http://ukrstat.gov.ua/operativ/operativ2005/vvp/vvp_ric/vvp_e.htm
7 Ukrstat.gov.ua
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a longer term and lower purchasing power. Appeal was taken by a majority of bondholders, but massive
withdrawal of Western investors in the country began®.

There were actually no funds, whether in the form of equity investments or loans that are available on
domestic markets to implement medium- and long-term projects. Any capital that was available had very
high cost. Ukraine had the very high price of credit, which was (and is often still is) much higher than
elsewhere in the region.

The legal framework which existed at that time and continue to exist at present, widely regarded as
inappropriate, and largely prevent the development of a transparent market economy in Ukraine.
Frequent and unpredictable changes to the laws of conflicting and inconsistent codes do not allow the
distribution of transparent and stable legal environment of business. This is perceived as a great source of
uncertainty for international companies that make prediction of future achievement of business goals and
strategies with a high degree of risk.

Registration of JI project will allow to receive partial refund with funds from the sale of emission
reduction units, and give the project the status of environmentally oriented and will make getting loans
easier. The factors listed above are key factors when deciding on the project realization.

Substep 3b. Technological barriers

Alternative 1.1 does not include technological barriers, the plant does not require modernization and can
continue to use its production facilities, following the corresponding exploitation instructions and
planned maintenance and repair works.

Alternative 1.2 requires significant plant modernization. The project presumes the installation of a new,
technically complicated, equipment which demands high level of qualification from maintenance staff in
order to reach the estimated energy efficiency figures.

Complexity of production process and proposed measures, changing in the prices of energy resources in
Ukraine do not allow to predict energy and economical results from the realization of measures in the
framework of proposed project. Uncertanity of results leads to additional risks for the project owner.

Selection of baseline

After the fulfilling the three steps, only one realistic scenario was chosen, i.e. continuation of the current
situation at the plant without modernization envisaged by the project (alternative 1.1), and, thus, it is the
baseline of the joint implementation project. The alternative 1.2 was set aside at step 3, as there are too
many barriers (technical and financial) for its implementation.

In tables below parameters determined at the stage of determination and are consistent throughout the
crediting period and parameters that should be monitored during the crediting period are provided.

8 http://www.moodys.com/sites/products/DefaultResearch/2007100000482445.pdf page7
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Table 5. Parameters that are determined at the stage of determination and are consistent throughout the

crediting period

Indication

Parameter

1. SFCpeIIets,NG,BC

Specific consumption of natural gas while pellets production in
baseline scenario

2. SECiron ore

Specific consumption of electricity while iron ore production in
baseline scenario

3. SECeltets elec,5c

Specific consumption of electricity while pellets production in
baseline scenario

Table 6. Parameters that should be monitored during the crediting period

Indication Parameter
1. EFcozclecy Emission factor for UESU
2. NCVngaey Net calorific value for natural gas in baseline scenario
3. OXIDngy Carbon emission factor while natural gas consumption
4, Wiy Carbon content in natural gas

The key parameters for setting the baseline are presented in the tables below.

Data/Parameter SECiron ore

Data unit kWhit

Description Baseline specific electric energy consumption during iron ore
concentrate production

Time of Fixed data. It must be stored during the whole crediting period and

2 years after the last transfer of emission reduction units

Source of data (to be) used

The fixed value for this parameter is based on the chronological
data on iron ore concentrate production before subproject activity
implementation, i. e. 2002

Value of data applied 115.80

(for ex ante calculations/determinations)

Justification of the choice of Fixed data

data or description of

measurement methods and

procedures (to be) applied

QA/QC procedures (to be) -

applied

Any comment -

Data/Parameter EFco2.elec

Data unit t CO,; /MWh

Description Emission factor for UETG
Time of Annually. Data must be stored during the whole crediting period

and 2 years after the last transfer of emission reduction units

Source of data (to be) used

2004-2005 — "Operational Guidelines for Project Design
Documents of Joint Implementation Projects. Volume 1: General
guidelines” (Version 2.3)°;

2006-2007— Study "Standardized emission factors for the
Ukrainian electricity grid" (Version 5)*;

® ji.unfccc.int/CallForInputs/BaselineSettingMonitoring/ERUPT/GuidVoll.doc
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2008 — The order #62 dated 15/04/2011, issued by the National
Environmental Investment Agency of Ukraine™;

2009 — The order #63 dated 15/04/2011, issued by the National
Environmental Investment Agency of Ukraine';

2010 —The order #43 dated 28/03/2011, issued by the National
Environmental Investment Agency of Ukraine™;

2011-2020 — The order #75dated 12/05/2011, issued by the
National Environmental Investment Agency of Ukraine™*

Value of data applied
(for ex ante calculations/determinations)

0.916 — year 2004;
0.896 — years 2005-2007;
1.219 — year 2008;
1.237 — year 2009;
1.225 — year 2010;
1.227 — 2011-2020

Justification of the choice of
data or description of
measurement methods and
procedures (to be) applied

Studies to determine this factor for 2004-2005 was held by the
Ministry of Economic Affairs of the Netherlands, for 2006-2007
was held by the Global Carbon B.V. company and determined by
the TUEV SUED company, the further research was held under the
control of the National Environmental Investment Agency of
Ukraine

QA/QC procedures (to be)
applied

Any comment

Data/Parameter SFCpelletsNG.BC

Data unit m’/t

Description Natural gas specific consumption during baseline pellets
production

Time of Fixed data. It must be stored during the whole crediting period and

2 years after the last transfer of emission reduction units

Source of data (to be) used

The fixed value for this parameter is based on the chronological
data on pellets production within 3 years before subproject activity
implementation, i. e. from 1997 till 1999

Value of data applied 22.11
(for ex ante calculations/determinations)
Justification of the choice of Fixed data

data or description of
measurement methods and
procedures (to be) applied

QA/QC procedures (to be)
applied

Any comment

19 http:/fji.unfcce.int/UserManagement/FileStorage/46JW2K L36KMOGEMIOPHDTQF6DVI514

1 http://www.neia.gov.ua/nature/doccatalog/document?id=127171

12 hitp://www.neia.gov.ua/nature/doccatalog/document?id=127172

13 http://www.neia.gov.ua/nature/doccatalog/document?id=126006

1% http://www.neia.gov.ua/nature/doccatalog/document?id=127498
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Data/Parameter SEC eltets elec.BC

Data unit kWh/t

Description Electric energy specific consumption during baseline pellets
production

Time of Fixed data. It must be stored during the whole crediting period and

2 years after the last transfer of emission reduction units

Source of data (to be) used

The fixed value for this parameter is based on the chronological
data on pellets production within 3 years before subproject activity
implementation, i. e. from 1997 till 1999

Value of data applied 65.00

(for ex ante calculations/determinations)

Justification of the choice of Fixed data

data or description of

measurement methods and

procedures (to be) applied

QA/QC procedures (to be) -

applied

Any comment -

Data/Parameter NCVx:aey

Data unit Gl/ths. m*®

Description Net calorific value of natural gas in baseline scenario
Time of Annually. This data should be kept for the whole crediting period

plus two years after the last ERUs transaction

Source of data (to be) used

National Inventory Report of Ukraine 1990-2010"

Value of data applied
(for ex ante calculations/determinations)

33.82 Gl/ths. m®

Justification of the choice of
data or description of
measurement methods and
procedures (to be) applied

The National Inventory of Ukraine is subject to periodic revision
and submission of relevant corrective data

QA/QC procedures (to be)
applied

This parameter is based on statistical data relevant for Ukraine

Any comment

Measurement units m> means standard cubic meters

15 http://unfcce.int/national _reports/annex_i_ghg_inventories/national inventories submissions/items/6598.php
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Data/Parameter OXIDngy

Data unit mass or volume unit

Description Factor of carbon oxidation during natural gas combustion

Time of Annually. Data must be stored during the whole crediting period

and 2 years after the last transfer of emission reduction units

Source of data (to be) used

The National Inventory of Ukraine

Value of data applied
(for ex ante calculations/determinations)

0.995

Justification of the choice of
data or description of
measurement methods and
procedures (to be) applied

The National Inventory of Ukraine is subject to periodic revision
and submission of relevant corrective data

QA/QC procedures (to be) -

applied

Any comment -

Data/Parameter Whe

Data unit tC/TJ

Description Carbon content in natural gas

Time of Annually. Data must be stored during the whole crediting period

and 2 years after the last transfer of emission reduction units

Source of data (to be) used

National Inventory Report of Ukraine 1990-2010"°

Value of data applied
(for ex ante calculations/determinations)

Year tC/TJ
2004 15.13
2005 15.14
2006 15.18
2007 15.11
2008 15.12
2009 15.11
2010 15.11
2011 15.11
2012 15.11
2013 15.11
2014 15.11
2015 15.11
2016 15.11
2017 15.11
2018 15.11
2019 15.11
2020 15.11

Justification of the choice of
data or description of
measurement methods and
procedures (to be) applied

The National Inventory of Ukraine is subject to periodic revision
and submission of relevant corrective data

QA/QC procedures (to be)
applied

Determined parameter is between IPCC uncertainty range, by
default

Any comment

16 http://unfcce.int/national reports/annex_i_ghg_inventories/national inventories submissions/items/6598.php
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B.2.  Description of how the anthropogenic emissions of greenhouse gases by sources are

Emission sources of this project were determined separately for each subproject. Sources of greenhouse
gases emissions are:

1. Modernization of iron ore concentrate production — the baseline and project emission sources
caused by energy consumption from Ukrainian Electricity Transmission Grid are energy enterprises
which generate energy for UETG. Emissions reduction will be achieved by the reduction in the specific
consumption of electric energy needed for iron ore concentrate production. Energy consumption
reduction will allow to decrease the amount of energy consumption out of UETG, this will allow to
reduce the fuel consumption needed for energy production and, thus, GHG emission reduction at
Ukrainian energy enterprises.

2. Modernization of pellets production — the baseline and project emission sources caused by
natural gas consumption are technological equipment of the pellets production, and emissions caused by
energy consumption from Ukrainian Electricity Transmission Grid are energy enterprises which generate
energy for UETG. The reduction in the specific consumption of electric energy and specific consumption
of natural gas during pellets production will lead to the reduction of GHG emissions into the atmosphere.
Energy consumption reduction will allow to decrease the amount of energy consumption out of UETG,
this will lead to the reduction of fuel consumption needed for energy production thus causing the GHG
emissions reduction at Ukrainian energy enterprises.

It is important to note that the implementation of measures mentioned above will allow to reduce
greenhouse gas emissions into the atmosphere, that cannot be achieved if this project will not be
introduced. PJSC "Northern Iron Ore Enrichment Works” has no financial benefits from the reduction of
greenhouse emissions into the atmosphere. Therefore any reduction of harmful emissions to the
atmosphere achieved within the range of joint implementation project will be additional.

The additionality of proposed joint implementation project was estimated according to the "Tool for the
demonstration and assessment of additionality" (version 06.0.0)"". This tool presumes a step-by-step
estimation of project additionality.

Step 1. Identification of alternative activities within the project that comply with Ukrainian active
legislation

Sub-step /a. Determination of alternative activities within the project:

As mentioned in section B.1, two more activities were determined besides the joint implementation
project:

1 To continue current situation without implementation of energy-saving measures;

2 Implementation of project activities without joint implementation mechanisms.

Sub-step 1b. Conformity to the active legislation:

All the alternatives mentioned above conform the active legislation and relevant regulations.

According to the Ukrainian law in force the reduction of GHG emissions into the atmosphere is not

obligatory. The national policy concerning this subject is determined by the Ukrainian law "On the air
protection” #2707-XII dated 16/10/1992. This law does not implement exact requirements concerning

7 http://cdm.unfccc.int/methodologies/PAmethodologies/tools/am-tool-01-v06.0.0.pdf
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industrial emissions of greenhouse gases. The requirements concerning permitted emissions into the
atmosphere are regulated by the Order #309 dated 27/06/2006 "On adoption of standards for permitted
stationary sources air pollutants”, issued by the Ministry of Environmental Protection of Ukraine.

Step 2.Investment analysis

In accordance with the Tool for the assessment of additionality.

Step 3. Barrier analysis

Sub-step 3a. Identification of barriers impeding the realization of joint implementation project.
1. Financial barriers

The project activities are not financially attractive without application of joint implementation
mechanisms. The realization of this project requires considerable modernization of the plant and
financial investments, which can be obtained only through the realization of the joint implementation
project.

Project activity under the proposed projectis is leng-termed complex action foreseen for the period 2003 -
2020. Project foresees the significant amount of investments from 2003 to 2011 (1 002 millions UAH)
for the period 2012-2025 additional investments are planned (389 millions UAH). General amount of
project investments should be equal to 1 392 millions UAH.

This amount is too high for PJSC "Northern Iron Ore Enrichment Works”. This level of income does not
allow the company to finance a program of activities at their own expense.

Attracting funding in required amount from external sources has been and remains improbable.

It should be noted. that when making investment decisions (2003) the economic situation in Ukraine was
extremely difficult. The continuous downward trend in GDP throughout the previous decade’® did the
prospect of the project activity improbable.

The chances of attracting funds from abroad have been and are relatively low. As in 2003, Ukraine was
considered to be a high risk for business and investment. Overall entrepreneurial sector in Ukraine was
very weak. Inappropriate accounting standards prevented the assessment of creditworthiness. Corporate
governance has been recognized outside of transparency and open to abuse.

This can be illustrated by the fact that in 2000 Ukraine has managed to attract only 792.2 million dollars
of direct foreign investment. In the same year residents seized assets worth 189.6 million dollars. As of
01.01.2001, the total foreign investment in the country was 3 865.5 million, corresponding indicator only
$ 78 dollars per capita™. This figure clearly shows that the Ukrainian market was unattractive to
investors at the beginning of the project.

How unattractive investment climate was in Ukraine can be seen especially in comparison with
neighboring countries. For example, geographically much smaller Czech Republic at the end of 2000
attracted 21.6 billion U.S. dollars, Poland managed to attract 34.2 billion U.S. dollars of foreign direct
investment®.

2. Technological barriers

'8 http://ukrstat.gov.ua/operativ/operativ2005/vvp/vvp_ric/vvp_e.htm
1% Ukrstat.gov.ua
2 http://unctadstat.unctad.org/TableViewer/tableView.aspx
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The project activities require considerable modernization of the plant. The project presumes the
installation of new, technically complex equipment having which, in order to achieve planned goals on
power efficiency, requires the high qualification of maintenance personnel.

Complexity of the production process and the suggested measures, constant fluctuations of the cost of
energy resources in Ukraine do not allow to predict energy and economic results of the implementation
of measures within the framework of this project. The uncertainity of results leads to additional risks for
the project owner.

Sub-step 3b. Inquiring if revealed barriers will not prevent the implementation of any scenarios (except
the proposed project)

Neither financial nor technological barriers will prevent the baseline. PJSC "Northern Iron Ore
Enrichment Works” will not need investments for modernization, it can continue to buy natural gas and
electric power from the state for production needs. According to the baseline the plant does not need
modernization and can continue to use its technical equipment following operational instructions and
maintenance processes.

Joint implementation mechanisms allow to obtain funds for planned project modernization, which allows
to eliminate the financial restrictions for the proposed project. Many high-qualified specialists from
leading foreign and Ukrainian companies are involved in the realization of the project. It allows to
minimize technological barriers mentioned.

Step 4. Common practice analysis
Sub-step 4a.Analysis of other projects similar to the proposed joint implementation project.

On such enterprises as PJSC "Poltava Iron Ore Enrichment Works”, PJSC "Central Iron Ore Enrichment
Works”, PJSC "Eastern Iron Ore Enrichment Works” were implemented the complexes of similar
measures. All the mentioned enterprises considered JI mechanism as the decisive factor in the
implementation of the complex of measures. Similar projects without the JI mechanism were not
implemented in Ukraine.

Sub-step 4b. Discussion of other similar active projects
Other similar projects are not being realized without JI mechanism.
Conclusion: the realization of the project will allow to reduce greenhouse gas emissions into the

atmosphere, that cannot be achieved otherwise. Any reduction of harmful emissions into the atmosphere
achieved within the range of joint implementation project will be additional

| B.3.  Description of how the definition of the project boundary is applied to the project:

The project boundary was defined for each subproject separately.
1. Modernization of iron ore concentrate production

These subproject boundaries within the project and baseline encompass emissions that refer to electric
energy consumption from UETG.

2. Modernization of pellets production

These subproject boundaries within the project and baseline encompass:
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- emissions that refer to natural gas combustion by technological equipment during pellets
production;
- emissions that refer to electric energy consumption from UETG.

Geographical boundaries of the project encompass physical (geographic) location of the emissions
source. Project boundaries coincide with the physical boundaries of PJSC "Northern Iron Ore
Enrichment Works”.and energy enterprise that generates electric energy for PJISC "Northern Iron Ore
Enrichment Works”.production needs.

Production equipment of PJSC "Northern Iron Ore Enrichment Works™ are emission sources of this JI
project, this means that all the emission sources are under the control of project participants.

GHG emissions are connected with fossil fuel combustion for production needs of the enterprise. The
main emissions caused by fossil fuel combustion are CO, emissions; CH; and N,O emissions are
insufficient and are not included.

Table 4. Project boundary for each subproject

| Source | Gas | Included? [ Justification/Explanation

Subproject ""Modernization of iron ore concentrate production'

Electric energy consumption CO, Yes Main source of emissions

Baseline during iron ore concentrate CH, No Insufficient emissions

production N,O No Insufficient emissions

Subproject ""Modernization of pellets production"'
. . CO, Yes Main source of emissions
Natural gas consumption during tici ——

ellets production CH, No Insu !c!ent em!ss!ons

Baseline P N,O No Insufficient emissions
Electric eneray consumotion CO, Yes Main source of emissions

during pellg%/s product?on CH, No Insufficient emissions

N,O No Insufficient emissions

Subproject ""Modernization of iron ore concentrate production’

. . . CO, Yes Main source of emissions
Project Electric energy consumption — ——
scenario during iron ore production CH, No Insuff!c!ent emissions

N,O No Insufficient emissions

Subproject ""Modernization of pellets production"
. . CO, Yes Main source of emissions
Natural gas consumption during ffici ——

ellets production CH, No Insu !c!ent emissions

Project P N,O No Insufficient emissions
scenario Electric enerav consumotion CO, Yes Main source of emissions

during pellg%/s productri)on CH, No Insufficient emissions

N,O No Insufficient emissions
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Date of baseline setting: 11/09/2012.

Persons setting the baseline:

Name of company: PJSC "Northern Iron Ore Enrichment Works”.- project participant
Address: Ukraine, 50079, Dnipropetrovsk region, Kryvyi Rih city

City: Kryvyi Rih

Country: Ukraine

Telephone: +38 (0564)-39-66-45

Fax: +38 (0564) 38-43-62

e-mail: info@sevgok.com
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The proposed joint implementation project consists of 3 subprojects, every subproject includes several
stages.

Starting date of the joint implementation project is 01 July 2003.

| C.2.  Expected operational lifetime of the project:

Expected operational lifetime of the project is at least 19 years (228 months).

| C.3.  Length of the crediting period:

17 (seventeen) years, that is 204 (two hundred and four) months.

Beginning of the crediting period is 01 January 2004. During the period from 01 January 2004 till 31
December 2007 the assigned amount units (AAUs) will be generated, the duration of the period is 4
years (48 months).

Emission reduction units (ERU) are referred to the first commitment period under Kyoto Protocol that is
5 years (60 months), from 01 January 2008 till 31 December 2012.

The period which goes after the first commitment period is 8 years (96 months) from January 1st, 2013
to December 31 2020.

In case if after the first commitment period under Kyoto Protocol it will be prolonged, the crediting
period may be extended till the finalization of expected project operational lifetime.
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| D.1.  Description of monitoring plan chosen:

In accordance with annex 1 to the JI guidelines and following the guidance on criteria for baseline setting and monitoring version 3, the monitoring plan is
described below, using the following step-wise approach. However, the monitoring plan, is totally based on the JI specific approach , which was listed as a JI
specific approach.

Step 1 Indication and description of the approach chosen regarding monitoring

There is no approved CDM baseline and monitoring methodology which is applicable — without revisions being applied — to abandoned mines. Therefore, a JI
specific approach (a) is applied.

JI specific approach

In accordance with the guidance the monitoring plan shall provide for:

(i) The collection and archiving of all relevant data necessary for estimating or measuring anthropogenic emissions of GHGs occurring within the project
boundary during the crediting period;

(i) The collection and archiving of all relevant data necessary for determining the baseline of anthropogenic emissions of GHGs within the project boundary
during the crediting period;

(iii) The identification of all potential sources of, and the collection and archiving of data on increased anthropogenic emissions of GHGs outside the project
boundary that are significant and reasonably attributable to the project during the crediting period. The project boundary shall encompass all anthropogenic
emissions of GHGs under the control of the project participants that are significant and reasonably attributable to the JI project;

(iv) The collection and archiving of information on environmental impacts, in accordance with procedures as required by the host Party, where applicable;
(v) Quality assurance and control procedures for the monitoring process;

(vi) Procedures for the periodic calculation of the reductions of anthropogenic emissions by the proposed JI project, and for leakage effects, if any. Leakage is
defined as the net change of anthropogenic emissions of GHGs which occurs outside the project boundary, and that is measurable and attributable to the JI
project;

(vii) Documentation of all steps involved in the calculations referred to above.

Step 2 Application of the approach chosen

2! Guidance on criteria for baseline setting and monitoring, version 03 (JISC 26).
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The monitoring plan for this project was chosen according to the"Guidance on criteria for baseline setting and monitoring" (version 03). In accordance with the
requirements of this document, the choice of the monitoring plan was based on the specific approach, applied only for this particular joint implementation
project, as it consists of several subprojects aimed at different key factors allowing greenhouse emissions reduction.

The monitoring plan, accepted for this joint implementation project, is aimed to ensure all data necessary for the determination of emission level according to the
baseline and project scenario, and corresponding to the scope of emissions reduction due to this joint implementation project. The information about this project
is set above.

The following documentations were used to establish the monitoring plan and emission level according to the baseline and project scenario:

- subproject "Modernization of iron ore concentrate production” — "Tool to calculate baseline, project and/or leakage emissions from electricity
consumption” (version 01)%;

- subproject "Modernization of pellets production” — "Tool to calculate project or leakage CO, emissions from fossil fuel combustion™ (version 02),

concerning the part on reduction of natural gas specific consumption during the pellets production, and "Tool to calculate baseline, project and/or leakage
emissions from electricity consumption” (version 01), concerning the part on reduction of electric energy specific consumption during the pellets production.

Measuring equipment listed in the Ukrainian State Register of Measuring Equipment is used for the monitoring of the data that are needed to be measured. This
equipment is subject to the periodic calibration.

22 http://cdm.unfccc.int/methodologies/P Amethodologies/tools/am-tool-05-v1.pdf
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D.1.1. Option 1 - Monitoring of the emissions in the project scenario and the baseline scenario:
D.1.1.1. Data to be collected in order to monitor emissions from the project, and how these data will be archived:

ID number Data variable Source of data Data unit Measured (m), | Recording Portion of | How will the Comment

(Please use calculated (c), frequency datatobe | databe

numbers to estimated (e) monitored | archived?

ease (electronic/

Cross- paper)

referencing

toD.2))

1. ECionorepcy | the amount of electric | Report on energy MWh m monthly 1 electronic/paper | Data must
energy consumption in | consumption be stored
the process of iron ore during the
concentrate production whole
during the year crediting

period and
2 years
after the
last
transfer of
emission
reduction
units

2. EFcozclec emission factor for Study "Standardized t CO,/ MWh e annually 1 electronic/paper | The same
UETG emission factors for

the Ukrainian
electricity grid"
(Version 5) and the
orders issued by the
National
Environmental
Investment Agency of
Ukraine
3. FCrayrey quantity of natural gas | Report on natural gas mil. m® m monthly 1 electronic/paper | The same

combustion in the
process of pellets

consumption
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production during the
year
4. NCVpng,y natural gas net Average statistic value Gl/ths. m° monthly electronic/paper | The same
calorific value in the for Ukraine
project scenario
5. OXIDpg factor of carbon The National mass or volume unit annually electronic/paper | The same
oxidation during Inventory of Ukraine
natural gas combustion
6. Wi CO, emission factor The National t CO,/GJ annually electronic/paper | The same
for natural gas Inventory of Ukraine
7. ECpenietspcy | quantity of electric Report on energy MWh monthly electronic/paper | The same
energy consumption consumption
used for pellets
production during the
year

D.1.1.2. Description of formulae used to estimate project emissions (for each gas, source etc.; emissions in units of CO, equivalent):

The project scenario emissions will be estimated according to the following formula:

PEy = PEiron ore,y + 1:’Epellets,y’

where:

PE, — total emission levels during a year according to the project scenario, t COy;
PEiron orey — €missions, caused by the energy consumption in the process of iron ore concentrate production (subproject “"Modernization of iron ore concentrate

1)

production"), t CO,;PEeiesy — €missions, caused by the natural gas consumption in the process of pellets production (subproject "Modernization of pellets
production™), t COs..

The formulas provided in the "Tool to calculate baseline, project and/or leakage emissions from electricity consumption” (version 01) are used for calculation of
the project emissions under the subproject "Modernization of iron ore concentrate production”.

Emissions will be calculated separately for each proposed subproject.

PEiron ore\y = ECiron ore,PC,y'EFcoz,eleCay (1.1)
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where:

PEiron ore,y — CO, emissions from energy consumption in process of iron ore concentrate production, t CO,;
ECiron orepcy — quantity of electricity consumed in process of iron ore concentrate production per year, MWh;
EFcoz.elecy — €mission factor for UETG, t CO,./MWh.

The formulas provided in the "Tool to calculate baseline, project and/or leakage emissions from electricity consumption” (version 01) are used for calculation of
the project emissions under the subproject "Modernization of iron ore concentrate production”.

PEpellets,y = PEpellets,NG + PEpellets,elec; (12)

Ie:

PEeiietsy — CO, emissions from natural gas combustion and electricity consumption in process of pellets production, t CO,;
PEpeiietsng — CO, emissions from natural gas combustion in process of pellets production, t CO,.;

PEpeiiets.etec — CO, emissions from electricity consumption in process of pellets production, t CO,..

PEpeiietsne = FCna.pey NCVig,yw OXIDng - Wi, (1.2.1)

ne:
FCna.rcy — quantity of natural gas consumed in process of pellets production during the year, mil.m?;
NCV\ye,y — natural gas net calorific value in the project scenario, Gl/ths.m?,

OXIDyg — factor of carbon oxidation during natural gas combustion, mass or volume unit;

W\ — average mass fraction of carbon in natural gas, tCO,/GJ;

PEpeIIets,elec = ECpeIIets,PC,y‘EFcoZ,eIeCa (122)
Jc:
ECpenets pc,y — quantity of electricity consumed in process of pellets production per year, MWh;

EFco2 elec — €mission factor for UETG, t CO,./MWHh.

1t of CO; in all cases is equal to 1t of COae.
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ID number Data variable Source of data Data unit Measured (m), Recording Portion of data How will the Comment
(Please use calculated (c), frequency to be monitored | data be
numbers to ease estimated (e) archived?
cross-referencing (electronic /
toD.2)) paper)
1. EFcoelec emission factor for | "Operational t CO2 e/ MWh e annually 1 electronic/pape | Data must be
UETG Guidelines for r stored during
Project Design the whole
Documents of crediting
Joint period and 2
Implementation years after the
Projects. last transfer of
Volume 1: emission
General reduction
guidelines" units
(Version 2.3),
Study
""Standardized
emission factors
for the
Ukrainian
electricity grid”
(Version 5) and
the orders
issued by the
National
Environmental
Investment
Agency of
Ukraine
2. SECiron ore specific electric fixed value MWh/t c fixed data 1 electronic/pape | The same

energy consumption
during iron ore
concentrate

based on the
chronological
data

r
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production
3. Pironore, y the amount of iron fact sheet on t monthly electronic/pape | The same
ore concentrate goods turnover r
produced for the
year y
4. NCVng, ey natural gas net average value Gliths. m* fixed data electronic/pape | The same
calorific value in for Ukraine r
baseline
5. SFCpeliets.NG.BC natural gas baseline | fixed value m/t fixed data electronic/pape | The same
specific based on the r
consumption during | chronological
pellets production data
6. Ppetiets,y amount of pellets fact sheet on t monthly electronic/pape | The same
produced for the goods turnover r
year y in project
scenario
7. OXIDngy factor of carbon The National mass or volume annually electronic/pape | The same
oxidation during Inventory of unit r
natural gas Ukraine
combustion
8. Wie carbon dioxide The National tCO,/GJ annually electronic/pape | The same
emission factor for | Inventory of r
natural gas Ukraine
9. SECheltets,elec.8C electric energy fixed value MWh/t fixed data electronic/pape | The same
specific based on the r

consumption during
baseline pellets
production

chronological
data

Baseline emissions will be estimated according the following formula:

BEy = BEiron ore,y + BEpeIIets,ya
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where:

BE, — total emission levels during a year according to the baseline scenario, t COx;

BEiron ore,y — €Missions, caused by the energy consumption in the process of iron ore concentrate production (subproject "Modernization of iron ore concentrate
production™), t CO,,;

BE,enetsy — €missions, caused by the natural gas consumption in the process of pellets production (subproject "Modernization of pellets production™), t COs,..

Emissions will be calculated separately for each proposed subproject.

The formulas provided in the "Tool to calculate baseline, project and/or leakage emissions from electricity consumption” (version 01) are used for calculation of
the baseline emissions under the subproject "Modernization of iron ore concentrate production".

BEiron ore,y = Eciron ore,BC'EFcoz,eleCs (21)

where:

BEiron ore,y — CO, emissions from energy consumption in process of iron ore concentrate production, t CO,,;
ECiron ore.c — quantity of electricity consumed in process of iron ore concentrate production in baseline, MWh;
EFco2.e1ec — €mission factor for UETG, t CO,./MWh.

ECiron ore,BC = SECiron ore” I:)iron ore, y» (2.1.1)
where:
SEC;.on ore — Specific electric energy consumption during iron ore concentrate production, MWh/t;

Piron ore, y — the @amount of iron ore concentrate produced for the year y, t.

Concerning natural gas combustion in process of pellets production the formulas provided in the "Tool to calculate project or leakage CO, emissions from fossil
fuel combustion™ (version 02) are used for calculation of the baseline emissions under the subproject "Modernization of pellets production™. In some parts of the

calculations concerning electricity consumption in process of pellets production the formulas provided in the "Tool to calculate baseline, project and/or leakage
emissions from electricity consumption™ (version 01) are used.
BEpellets,y = BEpellets,NG,y + BEpeIIets,eIec,ya (22)

where:
BE sy — CO, emissions from natural gas combustion and electricity consumption in process of pellets production, t CO,,;
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BE enets ey — CO2 emissions from natural gas combustion in process of pellets production, t CO,.;
BEeiietselec.y — CO2 emissions from electricity consumption in process of pellets production, t CO,..

BEpeIIets,NG = FCNG,BC,y'NCVNG,BC,y'OXIDNG,y'WNG,yv

where:

FCneacy — quantity of natural gas consumed in process of pellets production during the year, mil.m?;
NCVne ey — Natural gas net calorific value in baseline, Tcal/mil.m®;

OXIDyg,y — factor of carbon oxidation during natural gas combustion, mass or volume unit;

Wie,y — average mass fraction of carbon in natural gas, t/TJ;

FCnae = SFCpellets,NG,Bc'Ppellets,y

where:
SFCeiiets na,5c — Natural gas baseline specific consumption during pellets production, mil. m/t;
Ppetiets,y — amount of pellets produced for the year y in project scenario, t.

BEpeIIets,eIec = ECpeIIets,BC ' EFC02,9|E‘C!
where:

ECpenets sc — quantity of electricity consumed in process of pellets production in baseline, MWh
EFco2.e1ec — €mission factor for UETG, t CO,.//MWh.

ECpeIIets,BC = SECpeIIets,elec,BC'Ppellets,y’
where:
SEC pelies elec,8c — electric energy specific consumption during baseline pellets production, MWht;

Ppeliets,y — amount of pellets produced for the year y in project scenario, t.

1t of CO; in all cases is equal to 1t of COae.
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D.1.2. Option 2 — Direct monitoring of emission reductions from the project (values should be consistent with those in section E.):
D.1.2.1. Data to be collected in order to monitor emission reductions from the project, and how these data will be archived:
ID number Data variable Source of data Data indicating | Measured (m), Recording Proportion of How will the Comment
(Please use numbers unit calculated (c), frequency data to be data be archived?
to ease cross- estimated (e) monitored (electronic/paper)

referencing to D.2)

Not applied to this project.

D.1.2.2. Description of formulae used to calculate emission reductions from the project (for each gas, source etc.; emissions/emission
reductions in units of CO, equivalent):

Not applied to this project.

D.1.3.1. If applicable, please describe the data and information that will be collected in order to monitor leakage effects of the project:

ID number Data variable Source of data Data unit Measured (m), Recording Proportion of How will the Comment
(Please use numbers calculated (c), frequency data to be data be archived?

to ease cross- estimated (e) monitored (electronic/paper)

referencing to D.2)

Not applied to this project. No leakage is expected since energy sources consumption is decreasing under the project activities, according to the baseline. The
leakage from gas-transport system of Ukraine is expected to reduce during the implementation of the project. According to the requirements of the "Guidance on
criteria for baseline setting and monitoring” (version 03) conservative approach is used for this project, where the leakage reduction is not applied for emission
calculation.

D.1.3.2. Description of formulae used to estimate leakage (for each gas, source etc.; emissions in units of CO, equivalent):

Not applied to this project.
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D.1.4. Description of formulae used to estimate emission reductions for the project (for each gas, source etc.; emissions/emission reductions in
units of CO, equivalent):

Annual emission reduction for the project will be estimated according to the following formula:
ER, = BE, - PE,, (©)

where:

ER, — emissions reduction during a year due to project activities, t CO,;
PE, — emissions during a year according to the project scenario, t CO, .,
BE, — emissions during a year according to the baseline, t CO,..

This project will facilitate the reduction of energy sources consumption for PJSC "Northern Iron Ore Enrichment Works” production, namely: natural gas for
pellets production, electric energy for iron ore concentrate and pellets production. The scheme of energy resources, fuel and oil materials at different
technological stages envisaged by the project is presented at picture 8. The decrease in energy sources consumption will allow to reduce greenhouse gas
emissions. Thus general environmental impact of the project is positive. According to the requirements of relevant state services, the PJSC "Northern Iron Ore
Enrichment Works” reports on ecological characteristics on periodic basis. It reports on NOx, SOx and dust emissions.

The development of documents, where amounts of emissions are justified, is made by institutions, organizations and agencies granted for such work and
registered in relevant list of Ministry of Environmental Protection of Ukraine.

The relevant documentation and permits on pollutant emissions are archived and stored in the Environmental safety department of PJSC "Northern Iron Ore
Enrichment Works”; the copies of this documentation are archived and stored at monitoring team.

The monitoring data will be kept for two years after the last ERUs transaction connected with the project.
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D.2. Quality control (QC) and quality assurance (QA) procedures undertaken for data monitored:

Data
(Indicate table and 1D number)

Uncertainty level of data
(High/Medium/Low)

Explain QA/QC procedures planned for these data, or why such procedures are not necessary.

Eciron ore,PC,y

Quantity of electric energy consumption in the process of iron ore concentrate production during the

(D.1.1.1-5) low year is identified by the means of direct measurement, made by the electricity metering units. The
electricity metering units used for measurements are a subject to the periodic calibration. Data are
registered in the “Report on electricity consumption”.

EFco2elec Emission factor for UETG is identified according to the "Operational Guidelines for Project Design

(D.1.1.1-6,D.1.1.3-6) Documents of Joint Implementation Projects. Volume 1: General guidelines" (Version 2.3), study

low "Standardized emission factors for the Ukrainian electricity grid" (Version 5) and relevant orders,
issued by the National Environmental Investment Agency of Ukraine. The research on defining the
factor is held every year and the results are finalized in the corresponding orders.

FCxc.rcy Quantity of natural gas combustion in the process of pellets production during the year is identified by

(D.111-7) low the means of direct measurement, made by the gas metering units. The gas metering units used for
measurements are a subject to the periodic calibration. Data are registered in the “Report on natural
gas consumption”.

NCVngy low Natural gas net calorific value in the project scenario is identified according to the data presented in

(D.1.11-8,D.1.1.3-9) National Inventory Report of Ukraine. This document is the subject of the periodical review

OXIDyg Factor of carbon oxidation during natural gas combustion is identified according to the National

(D.1.11-9,D.1.13-12) low Inventory of Ukraine data. This document is subject to periodic revision and relevant corrective data
amendments.

Whie low Carbon dioxide emission factor for natural gas is identified according to the National Inventory of

(D.1.1.1-10,D.1.1.3-13) Ukraine data. This document is subject to periodic revision and relevant corrective data amendments.

EChpeltets.pc,y Quantity of electric energy consumption in the process of pellets production during the year is

(D.1.1.1-11) | identified by the means of direct measurement, made by the electricity metering units. The electricity

ow . . . o Lo . .
metering units used for measurements are a subject to the periodic calibration. Data are registered in
the “Report on electricity consumption”.

SECiron ore Baseline specific electric energy consumption during iron ore concentrate production is a fixed value

(D.1.1.3-7) low and is based on the chronological data on iron ore concentrate production during 3 years before the
subproject implementation

Piron ore, y The amount of baseline iron ore concentrate produced for the year y, The calculation of the produced

(D.1.1.3-8) low iron ore concentrate amount is made according to the “Instructions on compiling the average monthly
goods turnover balance of the metal in the mining and iron ore processing processes”. The data are
registered in the “Fact sheet on goods turnover”

SFCpellets NG.BC low Natural gas specific consumption during baseline pellets production in the baseline is a fixed value
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(D.1.1.3-10) and is based on the chronological data on pellets production before the subproject implementation.

Pretiets.y The amount of pellets produced for the year y in the project scenario is identified by the means of

(D.1.1.3-11) low direct measurement, made by the relevant measuring equipment. The measuring equipment used for
measurements of produced pellets amount are a subject to the periodic calibration. The data are
registered in the “Fact sheet on finished products turnover”.

SEC ellets lec, B low Electric energy specific consumption during baseline pellets production is a fixed value and is based

(D.1.1.3-14) on the chronological data on pellets production during 3 years before the subproject implementation.

D.3.  Please describe the operational and management structure that the project operator will apply in implementing the monitoring plan:

The monitoring of data determined in the previous section will be performed within the framework of general operation of the project on energy-saving measures
at the PJSC "Northern Iron Ore Enrichment Works”.

Technical personnel read the monitored data which are subject to measurements from metering units of particular energy source and make relevant notes in the
technological registers; the monitoring data are registered automatically in electric form, where the automatic means of registration available. General data on
energy resources consumption during a month is given in monthly reports according to the section D. 2 (“Report on materials consumption standard performance”,
“Report on electricity consumption”, “Report on natural gas consumption”, “Certificates on natural gas quality physical and chemical characteristics”, “Fact sheet on finished
products turnover”) which are the documents of official accounting. Monthly reports are archived in electronic and paper forms at thereof monitoring group.

The Chairman of the Board of PJSC "Northern Iron Ore Enrichment Works” appoints personnel responsible for operation and maintenance of technical
equipment needed for the project. Their responsibilities also include registration of all data necessary for monitoring. The head of the monitoring group will be
engineer of technical department of PJSC "Northern Iron Ore Enrichment Works”. The monitoring will be conducted in close collaboration with technical
personnel and will include the monitoring itself and also analysis and archiving of all data indicated in the previous section. The responsibilities of the
monitoring group will also include work coordination to estimate emissions reduction level. Under the order of the Head of the monitoring group, estimation of
emission reduction shall be performed by the developer of Joint implementation project. Periodic data on energy resources consumption will be compared with
relevant registered data taken from the technical personnel to approve data credibility. In case of inconsistency of these data the cause of its appearance must be
found in collaboration with the technical personnel. If the discrepancy of monitoring data is found, monitoring system of relevant data must be corrected.

All information about monitoring and corrective measures must be archived for future verification of emissions reduction level. The head of the monitoring

group is responsible for preparation and archiving of monitoring reports. The Chairman of the Board analyses general monitoring data and relevant
documentation on periodic basis. The developer of the joint implementation project will assist in organization of the monitoring if the need arises.
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The PJSC "Northern Iron Ore Enrichment Works™ chief metrologist is responsible for acceptance of measurement equipment devices (energy resources metering
units) in working condition and for their timely repair and calibration.

While main measuring equipment being repaired, monitoring data are taken by additional (back-up) measuring devices. The risk of needed for calculation
monitoring data absence can be eliminated due to additional (back-up) measuring devices.

The monitoring management structure is shown in figure 11.
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Figure 11 — The monitoring management structure
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The results measuring and archiving are responsibility of the technical personnel. Technical personnel submit the results of measurements to the monitoring
group for work coordination to estimate greenhouse gases emissions reduction. Under the order of the Head of the monitoring group, estimation of emission
reduction shall be performed by the developer of Joint implementation project. The functions of the monitoring group also include collection of non-measured
data which are also subject to the monitoring. The monitoring group must make back-up copy of monitoring data which should be stored apart from the main
data to avoid their loss in case of force majeure.

D.4.  Name of person(s)/entity(ies) establishing the monitoring plan:

Persons setting the baseline:

Name of company: PJSC "Northern Iron Ore Enrichment Works”.- project participant
Address: Ukraine, 50079, Dnipropetrovsk region, Kryvyi Rih city

City: Kryvyi Rih

Country: Ukraine

Telephone: +38 (0564)-39-66-45

Fax: +38 (0564) 38-43-62

e-mail: info@sevgok.com
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| SECTION E. Estimation of greenhouse gas emissions reduction

| E.1.  Estimated project emissions:

Project emissions are estimated according to the formula described in D.1.1.2.

Table 5. Estimated project emissions for the period preceding the first commitment period
(January 1, 2004— December 31, 2007)

Estimated project emissions
Year (tCO,.)
2004 1497 606
2005 1618 591
2006 1942 406
2007 2052 279
Total 7110 882

Table 6. Estimated project emissions during the first commitment period (January 1, 2008 —
December 31, 2012)

Estimated project emissions

Year (tCO,.)

2008 2 340 443
2009 2 489 991
2010 2 626 700
2011 2 661 478
2012 2 850 586
Total 12 969 198

Table 7. Estimated project emissions for the period following the first commitment period
(January 1, 2013. — December 31, 2020)

Estimated project emissions

Year (tCO,.)

2013 2 850 586
2014 2 850 586
2015 2 850 586
2016 2 850 586
2017 2 850 586
2018 2 850 586
2019 2 850 586
2020 2 850 586
Total 22 804 688

| E.2.  Estimated leakage:

Not applied to this project.

| E3.  The sum of E.1. and E.2.:

The sum of E.1. and E.2. is equal to E.1.
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| E4.  Estimated baseline emissions:

Baseline emissions are estimated according to the formula described in D.1.1.4.

Table 8. Estimated baseline emissions for the period preceding the first commitment period

(January 1, 2004— December 31, 2007)

Year Estimated baseline emissions
(t COZ e)

2004 1628 647

2005 1 862 386

2006 2 251 341

2007 2 496 755

Total 8239 129

Table 9. Estimated baseline emissions during the first commitment period (January 1, 2008 —

December 31, 2012)

Estimated project emissions

ear (tCO, )

2008 2 836 046
2009 3040 215
2010 3135762
2011 3177715
2012 3407 450
Total 15597 188

Table 10. Estimated project emissions for the period following the first commitment period

(January 1, 2013. — December 31, 2020)

Estimated project emissions

Year (tCO,.)

2013 3 407 450
2014 3 407 450
2015 3 407 450
2016 3 407 450
2017 3 407 450
2018 3 407 450
2019 3 407 450
2020 3 407 450
Total 27 259 600

| E.5.  Difference between E.4. and E.3. representing the emission reductions of the project:

Table 11. Estimated emission reductions for the period, preceding the first commitment period

(Januaryl, 2004— December 31, 2007)

Year Estimated emission reductions
(t COZ e)

2004 131 041

2005 243 795

2006 308 935

2007 444 476

Total 1128 247
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Table 12. Estimated emission reductionsduring the first commitment period (Januaryl, 2008—
December 31, 2012)

Estimated project emissions
Year (tCO,.)
2008 495 603
2009 550 224
2010 509 062
2011 516 237
2012 556 864
Total 2627990

Table 13. Estimated emission reductionsfor the period, after the first commitment period
(January 1, 2013 - December 31, 2020)

Estimated project emissions
Year (tCO,.)
2013 556 864
2014 556 864
2015 556 864
2016 556 864
2017 556 864
2018 556 864
2019 556 864
2020 556 864
Total 4 454 912

| E.6.  Table providing values obtained when applying formulae above:

Table. 14. Table, containing results of emission reductions estimations for the period, preceding
the first commitment period (Januaryl, 2004— December 31, 2007)

Estimated Estimated Estimated Estimated
Year project leakage baseline emission
emissions (tCO,) emissions reductions
(t COZ e) (t COZ e) (t COZ e)
2004 1 497 606 0 1628 647 131 041
2005 1618 591 0 1 862 386 243 795
2006 1942 406 0 2251 341 308 935
2007 2 052 279 0 2 496 755 444 476
Total 7110 882 0 8239129 1128 247
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Table 15. Table, containing results of emission reductions estimations during the first
commitment period (Januaryl, 2008— December 31, 2012)

Estimated Estimated Estimated Estimated
Year project leakage baseline emission
emissions (tCOye) emissions reductions
(t COZ e) (t COZ e) (t COZ e)
2008 2 340 443 0 2 836 046 495 603
2009 2 489 991 0 3040 215 550 224
2010 2 626 700 0 3135762 509 062
2011 2661478 0 3177715 516 237
2012 2 850 586 0 3407 450 556 864
Total 12 969 198 0 15597 188 2 627 990

Table 16. Table, containing results of emission reductions estimations for the period, after the

first commitment period (January 1, 2013 - December 31, 2020)

Estimated Estimated Estimated Estimated

Year project leakage baseline emission

emissions (tCOze) emissions reductions
(t CO, e) (t CO, e) (t CO, e)
2013 2 850 586 0 3407 450 556 864
2014 2 850 586 0 3407 450 556 864
2015 2 850 586 0 3407 450 556 864
2016 2 850 586 0 3407 450 556 864
2017 2 850 586 0 3407 450 556 864
2018 2 850 586 0 3407 450 556 864
2019 2 850 586 0 3407 450 556 864
2020 2 850 586 0 3407 450 556 864
Total (t CO,.) 22 804 688 0 27 259 600 4 454 912
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| SECTION F. Environmental impact

F.1.  Documentation on the analysis of the environmental impacts of the project, including

The proposed JI project will make positive environmental impact due to the reduction of energy
resources consumption for the production needs of PJSC "Northern Iron Ore Enrichment Works”
which will result in the decrease of greenhouse emissions into the atmosphere.

Emissions reduction will take place due to this project realization, namely:

- subproject "Modernization of iron ore concentrate production” will allow to reduce the electricity
consumption needed for ton of iron ore concentrate production. Energy specific consumption reduction
will allow to decrease the amount of energy consumption out of UETG, this will allow to reduce the
fossil fuel combustion needed for energy production at Ukrainian energy enterprises;

- subproject "Modernization of pellets production” will allow to reduce the specific consumption of
electric energy and specific consumption of natural gas per ton of produced pellets. The decrease in
quantity of natural gas combustion needed for pellets production will let to reduce the GHG emissions.
Energy consumption reduction will allow to decrease the amount of energy consumption out of UETG,
this will lead to the reduction of fuel consumption needed for energy production thus causing the GHG
emissions reduction at Ukrainian energy enterprises.

Emissions reduction achieved due to this project implementation will have an impact on the environment
of Ukraine but does not influence greenhouse gases emissions abroad.
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The realization of this project has facilitated the reduction of pollutant emissions from stationary sources.
According to the issued permit of the Administration of ecological resources in Dnipropetrovsk region
the environmental impact is not sufficient, but generally positive.

According to the requirements of the Ukrainian legislation in force, namely the law of Ukraine "On
environmental protection” #1264-X11*® dated 25/06/1991 and DBN A.2.2-1?, the implementation of this
project does not demand ecological assessment.

%% http://zakon1.rada.gov.ua/cgi-bin/laws/main.cqi?page=1&nreg=1264-12
* DBN A.2.2-1-2003 "Structure and contents of the environmental impact assessment (EIA) materials during
design and construction of enterprises, buildings and facilities"
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The host Party does not require consultations with stakeholders for joint implementation projects.

Stakeholders” comments will be collected during publishing of the project within the determination
procedure.
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Annex 1

CONTACT INFORMATION ON THE PROJECT PARTICIPANTS

Organisation:

PJSC "Northern Iron Ore Enrichment Works”

Street/P.0O.Box:

Building: -

City: Kryvyi Rih

State/Region: Dnipropetrovsk region

Postal code: 50079

Country: Ukraine

Phone: +38(0564)-39-66-45

Fax: +38(0564) 38-43-62

E-mail: info@sevgok.com

URL.: www.sevgok.metinvestholding.com

Represented by:

Title: General Director
Salutation: Mr.

Last name: Shpylka

Middle name: Mykhailovych

First name: Andriy

Department: -

Phone (direct): +38(0564)-39-66-45
Fax (direct): +38(0564) 38-43-62
Mobile: -

Personal e-mail:

Organisation:

Metinvest International SA

Street/P.O.Box: rue Vallin

Building: 2

City: Geneva

State/Region: -

Postal code: 1201

Country: Switzerland

Phone: +41 22 906 18 28

Fax: +41 22 906 18 29

E-mail: info@metinvestholding.com

URL: http://sales.metinvestholding.com/en/contacts/misa

Represented by:

Title: General director
Salutation: Mr.

Last Name: Maksymovych
Middle Name: -

First Name: Marian
Department: -

Phone (direct):

+41 22 906 18 28

Fax (direct):

+41 22 906 18 29

Mobile:

Personal e-mail:

info@metinvestholding.com
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Annex 2

BASELINE INFORMATION

The baseline for this project was chosen according to the "Guidance on criteria for baseline setting and
monitoring" (version 03), the choice of the baseline was founded on the specific approach, applied only
for this particular joint implementation project. The description and justification of the baseline scenario
are given in the section B.1 of this document.

The current situation at PJSC "Northern Iron Ore Enrichment Works” was taken as the baseline
without any modernization activity according to the project.

Main baseline emissions are CO, emissions, resulting from:
- electric power consumption from UETG for pellets and iron ore concentrate production;
- natural gas consumption for pellets production.

Under the baseline chosen, emissions were calculated according to the formula, given in the section
D.1.1.4 of this document.
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Annex 3

MONITORING PLAN

The monitoring plan for this project was chosen according to the "Guidance on criteria for baseline
setting and monitoring™ (version 03). The choice of the monitoring plan was based on the specific
approach, applied only for this particular joint implementation project.

The monitoring plan is determined in the section D of this document.
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