PAGE  

[image: image1.jpg]BUREAU
VERITAS_

VERITAS




Determination Report 
JSC “Surgutneftegas”
Determination of the

Report No. RUSSIA-det/0122/2011
Revision No. 01
Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC “Surgutneftegas” in Khanty-Mansiysk Autonomous Okrug, Russian Federation 
BUREAU VERITAS CERTIFICATION
	Date of first issue:
	Organizational unit:

	30/04/2011
	Bureau Veritas Certification  Holding SAS

	Client:
	Client ref.:

	Gazprom Marketing & Trading Limited (GM&T)
	Julia Elmgren

	Summary:

	Bureau Veritas Certification has made the “Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC “Surgutneftegas” in Khanty-Mansiysk Autonomous Okrug, Russian Federation” project of JSC«Surgutneftegas” located in Khanty-Mansiysk Autonomous Okrug, Russian Federation on the basis of UNFCCC criteria for the JI, as well as criteria given to provide for consistent project operations, monitoring and reporting. UNFCCC criteria refer to Article 6 of the Kyoto Protocol, the JI rules and modalities and the subsequent decisions by the JI Supervisory Committee, as well as the host country criteria. 

The determination scope is defined as an independent and objective review of the project design document, the project’s baseline study, monitoring plan and other relevant documents, and consisted of the following three phases: i) desk review of the project design and the baseline and monitoring plan; ii) follow-up on-site interviews with project stakeholders; iii) resolution of outstanding issues and the issuance of the final determination report and opinion. The overall determination, from Contract Review to Determination Report & Opinion, was conducted using Bureau Veritas Certification internal procedures.

The first output of the determination process is a list of Corrective Actions Requests (CAR), presented in Appendix A. Taking into account this output, the project proponent revised its project design document.

In summary, it is Bureau Veritas Certification’s opinion that the project correctly applies Guidance on criteria for baseline setting and monitoring and meets the relevant UNFCCC requirements for the JI and the relevant host country criteria.

	

	Report No.:
	Subject Group:
	
	 FORMCHECKBOX 

No distribution without permission from the Client or responsible organizational unit



	RUSSIA-det/0122/2011
	JI
	
	

	Project title:
	
	

	Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC “Surgutneftegas” in Khanty-Mansiysk Autonomous Okrug, Russian Federation 
	
	 FORMCHECKBOX 
   Limited distribution





	Work carried out by:
	
	

	Leonid Yaskin – Team Leader, Lead Verifier 
Alexey Kulakov - Specialist  


	
	 FORMCHECKBOX 

Unrestricted distribution

	Work verified by:
	
	

	Ivan Sokolov – Internal Technical Reviewer 
Elena Mazlova – Specialist


	
	

	Work approved by:
	
	

	Leonid Yaskin – Operational Manager
	
	

	Date of this revision:
	Rev. No.:
	Number of pages:
	
	

	30/04/2011
	01
	60
	
	


Abbreviations 

	AIE
	Accredited Independent Entity

	BVC
	Bureau Veritas Certification

	CAR
	Corrective Action Request

	CL
	Clarification Request

	CO2
	Carbon Dioxide

	DDR
	Draft Determination Report

	EIA
	Environmental Impact Assessment

	ERU
	Emission Reduction Unit

	GHG
	Greenhouse House Gas(es)

	GM&T
	Gazprom Marketing & Trading Limited

	GTPP
	Gas Turbine Power Plant

	JI
	Joint Implementation

	JISC
	Joint Implementation Supervisory Committee

	PDD
	Project Design Document

	JSC
	Joint Stock Company

	PP
	Project Participant

	RF
	Russian Federation

	SNG
	JSC “Surgutneftegas”

	tCO2e
	Tonnes CO2 equivalent

	UNFCCC
	United Nations Framework Convention for Climate Change 


Table of Contents
Page

1
Introduction
4
1.1
Objective
4
1.2
Scope
4
1.3
Determination team
4
2
Methodology
5
2.1
Review of Documents
5
2.2
Follow-up Interviews
6
2.3
Resolution of Clarification and Corrective Action Requests
7
3
project description
7
4
Determination conclusions
9
4.1
Project approvals by Parties involved (19-20)
10
4.2
Authorization of project participants by Parties involved (21)
10
4.3
Baseline setting (22-26)
10
4.4
Additionality (27-31)
11
4.5
Project boundary (32-33)
12
4.6
Crediting period (34)
13
4.7
Monitoring plan (35-39)
13
4.8
Leakage (40-41)
14
4.9
Estimation of emission reductions or enhancements of net
 removals(42-47)
14
4.10
Environmental impacts (48)
15
4.11
Stakeholder consultation (49)
16
4.12
Determination regarding small scale projects (50-57)
16
4.13
Determination regarding land use, land-use change and forestry (LULUCF) projects (58-64)
16
4.14
Determination regarding programmes of activities (65-73)
16
5
SUMMARY and report oF how due accouNt was taken of COMMENTS RECEIVED PURSUANT TO PARAGRAPH 32 OF THE JI GUIDELINES
16
6
DETERMINATION opinion
16
7
references
17
DETERMINATION PROTOCOL
20


1 INTRODUCTION
Gazprom Marketing & Trading Limited (hereafter referred as ‘GM&T’) has commissioned Bureau Veritas Certification to determine JSC «Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC «Surgutneftegas» in Khanty-Mansiysk Autonomous Okrug, Russian Federation» project of JSC «Surgutneftegas» (hereafter referred ‘the project’) located in Khanty-Mansiysk Autonomous Okrug, Russian Federation.
This report summarizes the findings of the determination of the project, performed on the basis of UNFCCC criteria, as well as criteria given to provide for consistent project operations, monitoring and reporting.

1.1 Objective

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

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

1.2 Scope

The determination scope is defined as an independent and objective review of the project design document, the project’s baseline study and monitoring plan and other relevant documents. The information in these documents is reviewed against Kyoto Protocol requirements, UNFCCC rules and associated interpretations.

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

1.3 Determination team

The determination team consists of the following personnel:

Leonid Yaskin


Bureau Veritas Certification 
Team Leader, Climate Change Lead Verifier
Alexey Kulakov

Bureau Veritas Certification Specialist
This determination report was reviewed by:

Ivan Sokolov
Bureau Veritas Certification,
Internal reviewer
Elena Mazlova 
Bureau Veritas Certification Specialist  

2 Methodology

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

In order to ensure transparency, a determination protocol was customized for the project, according to the version 01 of the Joint Implementation Determination and Verification Manual, issued by the Joint Implementation Supervisory Committee at its 19 meeting on 04/12/2009. The protocol shows, in a transparent manner, criteria (requirements), means of determination and the results from determining the identified criteria. The determination protocol serves the following purposes:

· It organizes, details and clarifies the requirements a JI project is expected to meet;

· It ensures a transparent determination process where the determiner will document how a particular requirement has been determined and the result of the determination.

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

2.1 Review of Documents

The original Project Design Document (PDD) v.1.0 dated 14/03/2011 submitted by GM&T for determination and additional background documents related to the project design and baseline, i.e. country Law, Guidelines for users of the joint implementation project design document form, Guidance on criteria for baseline setting and monitoring, Kyoto Protocol to be checked by an Accredited Independent Entity were reviewed and corrective action requests were reported.

To address Bureau Veritas Certification corrective action requests, GM&T revised the original PDD and resubmitted it as v.1.1 on 08/04/2011 followed by v.1.2 dated 25/04/2011.
The determination findings presented in this report relate to the project as described in the PDD versions 1.0, 1.1, and 1.2.
2.2 Follow-up Interviews

Prior to the contract on the determination of the PDD, Bureau Veritas Certification carried out a preliminary determination of a tentative PDD dated 19 November 2010 which was received from GM&T on 30 December 2010. On 09/02/2011 Bureau Veritas Certification visited the project site where interviews with the project participants JSC “Surgutneftegas” and GM&T were performed to confirm selected information about the technical and economic characteristics and parameters of the project GTPP and to clarify issues identified in the review of the tentative PDD. 3 power plants were visited as well. Interviewed representatives of JSC “Surgutneftegas” and GM&T are listed in References. The main topics of the interviews are summarized in Table 1.

Table 1   Interview topics

	Interviewed      organization
	Interview topics

	Project        participants:

Surgutneftegas
GM&T
	· The project history; status of the projects as on today.

· Documented evidence of prior consideration.

· License agreements.

· Alternatives for selecting baseline.

· Commissioning dates. 

· Investments in the project with breakdown by items.

· Primary data on electric energy production and APG consumption. 

· Organizational and management system for emission monitoring.

· Monitoring procedures and equipment.
· Air Emissions Permits and Environment Impact Assessment.

· Familiarization with GTPP on oil fields.


2.3 Resolution of Clarification and Corrective Action Requests

The objective of this phase of the determination is to raise the requests for corrective actions and clarification and any other outstanding issues that needed to be clarified for Bureau Veritas Certification positive conclusion on the project design. 

Corrective Action Request (CAR) is issued, where:

(a) The project participants have made mistakes that will influence the ability of the project activity to achieve real, measurable additional emission reductions;
(b) The JI requirements have not been met;
(c) There is a risk that emission reductions cannot be monitored or calculated.

The determination team may also issue Clarification Request (CL), if information is insufficient or not clear enough to determine whether the applicable JI requirements have been met.

The determination team may also issue Forward Action Request (FAR), informing the project participants of an issue that needs to be reviewed during the verification.

To guarantee the transparency of the verification process, the concerns raised are documented in more detail in the verification protocol in Appendix A.

3 Project Description (excerpts from PDD v.1.2)
The project involves the construction of 16 gas turbine power plants (hereinafter GTPP) near oilfields developed by OJSC “Surgutneftegas” in the Khanty-Mansiysk Autonomous Okrug, Russian Federation. Associated petroleum gas will be used as fuel at the GTPPs. The project allows OJSC “Surgutneftegas” to avoid flaring of associated petroleum gas (hereinafter APG) by utilizing it for the purposes of electricity generation.

Purpose of the project

The main purposes of the project are as follows: (i) increasing of the APG utilization level; (ii) covering on-site power demand of “Surgutneftegas” oilfields with own-generated electricity; (iii) improving the environmental situation near the oilfields; (iv) reducing greenhouse gas (GHG) emissions.

Prior to the project implementation associated petroleum gas was burned mainly in flares. Only small quantities of APG were used for internal needs. APG was flared under suboptimal conditions, i.e. part of APG was not oxidized and was released into the atmosphere (also known as soot flaring). At the time of decision making to implement the project, APG flaring was common practice at oilfields in Russia.

Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP are fueled by APG which was supplied to Surgut District Power Plant - 1 and Surgut District Power Plant - 2 (hereinafter Surgut SDPP-1 and Surgut SDPP-2 or Surgut SDPPs) prior to the project realization. Efficiency of power generation at Surgut SDPP-1 and Surgut SDPP-2 is higher that the efficiency at Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP. Using the same amount of APG Surgut SDPP-1 Surgut SDPP-2 will generate more electricity than Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP. Undergeneration of power is considered as the difference of the power supply in the baseline and in the project scenarios. 

Prior to the project implementation the on-site power demand of OJSC “Surgutneftegas” oilfields was covered only by electricity from the external power grid of Integrated Power System “Urals” (hereinafter  IPS “Urals”).

The baseline scenario can be described as follows; in the absence of the project, APG consumed by all GTPPs excluding Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP would be flared and APG consumed by Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP would be supplied to Surgut SDPPs. On-site power demand for the OJSC “Surgutneftegas” oilfields would be supplied by electricity by the IPS “Urals” grid.

The baseline scenario also includes fugitive methane emissions due to incomplete combustion of APG in flares. This is due to the flare combustion efficiency, which is lower than combustion on a gas turbine.  This means that not all methane in the APG will be converted into CO2, and thus is released to the atmosphere not combusted.

Expected results of the project are as follows: (i) coverage of Surgutneftegas power needs by own generated electricity; (ii) reduction of electricity consumption from the power grid by 3.3 mln. MWh/year; (iii) increase of APG utilization level; (iv) environmental conditions near flares will be improved; (iv) mitigation of negative environmental impacts, including reduction of GHG emissions by average 8,334,300 tonnes of СО2/year.

Under the project scenario, sixteen GTPPs with the total installed capacity of 444 MW are installed. The GTPPs are fuelled with APG from oilfields developed by OJSC “Surgutneftegas.  The GTPPs are designed to cover on-site power demand of these oilfields. Implementation of the project will lead to significant increase of APG utilization and reduction of power supply from Integrated Power System (IPS) “Urals” grid. IPS “Urals” is one of six IPS in the Unified Power System of the Russian Federation.

The net electricity output from the 16 GTPPs will amount approximately 3.3 mln MWh per year.

Brief history of the Project (including its JI component):
In late 2001 the company assessed the possibility of GTPPs construction. The analysis showed that construction of GTPPs is less financially attractive than purchasing of electricity from the grid. Considering opportunities to enhance financial attractiveness of GTPPs construction OJSC “Surgutneftegas” appealed to the Marrakesh accords which underlined mechanisms of Joint Implementation. Based on the assignment given by the Chief Engineer of OJSC “Surgutneftegas” the head of environmental and corrosion control department prepared a report with analysis of JI perspectives in Russia. By the time of the decision making Yukos Oil Company already started implementation of APG utilization project which intended to sell a part of emission reductions to Japan. As a result OJSC “Surgutneftegas” took into account possibility of JI revenues prior to the project implementation. As no legislative acts or regulation regarding JI mechanisms existed at the time in Russia no special JI consideration protocols or acts were created. 

In early 2010 when regulatory regime became more transparent and Sberbank announced the first contest for host-country JI project approval, OJSC “Surgutneftegas” concluded an ERU purchasing agreement with Gazprom Marketing & Trading Ltd. (GM&T). In 2010, a previous version of the Project Design Document was written and later withdrawn.  This current Project Design Document has been prepared by Gazprom Marketing & Trading Limited independently of the previous version, and it replaces and supersedes the previous version in its entirety. 

4 Determination conclusions

In the following sections, the conclusions of the determination are stated. 

The findings from the desk review of the original project design documents and the findings from interviews during the follow up communications are described in the Determination Protocol in Appendix A.

The Corrective Action Requests are stated, where appropriate, in the following sections and are further documented in the Determination Protocol in Appendix A. The determination of the Project resulted in 22 Corrective Action Requests.
The number between brackets at the end of each section corresponds to the DVM paragraph

4.1 Project approvals by Parties involved (19-20)

The project has no approval by the Parties involved – Russian Federation (Host) and United Kingdom. This was reported in CAR 09 which remains pending. 

4.2 Authorization of project participants by Parties involved (21)

The participation of JSC “Surgutneftegas” and GM&T listed as project participant in the PDD is not authorized by the Parties involved yet. 
The authorization is deemed to be carried out through the issuance of the project approval.

4.3 Baseline setting (22-26)

PDD explicitly indicates that using a methodology for baseline setting and monitoring developed in accordance with appendix B of the JI guidelines (hereinafter referred to as JI specific approach) was the selected approach for identifying the baseline.

JI specific approach
PDD provides a detailed theoretical description in a complete and transparent manner, as well as justification, that the baseline is established:
· By listing and describing future scenarios available for the project owner JSC «Surgutneftegas» and selecting the most plausible. Seven alternative scenarios (AS) were listed and described as follows: 
AS1: Continuation of gas flaring in flare units and purchasing electricity from the power grid; 
AS2: Construction of APG fuelled Gas Piston Power Plants; 
AS3: Transportation and sale of APG to end users and purchasing electricity from the power grid; 
AS4: Processing of APG at APG processing plant processing plant and purchasing electricity from the power grid; 
AS5: Construction of a new APG processing plant and purchasing electricity from the power grid;  
AS6: Injection of APG into oil wells and purchasing electricity from the power grid; 
AS7: Implementation of the project without involving of JI mechanism. 
Based on the AS analysis taking into account the results of the investment analysis of AS2 presented in Section B.2, a conclusion is made that AS1 is the most plausible alternative for all GTPP except the three (Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP) for which AS3 is the most plausible scenario. 
· Taking into account sectoral reform initiatives, local fuel availability, the economic situation in the project sector, availability of capital for the implementation of alternatives, local availability of technologies and techniques, skills and know-how regarding alternatives. 

· In a transparent manner with regard to the choice of the JI specific approach and related methodologies (one by NII Atmosphere), assumptions, parameters, data sources and key factors for baseline setting, which are listed in tabular format in Section B.1 and summarized in Annex 2. 

· Taking into account of the uncertainty and using a conservative assumption with regard to the multi-project electricity grid emission factor.

· In such a way that ERUs cannot be earned for decreases in activity levels outside the project or due to force majeure.

· By drawing on the list of standard variables contained in appendix B to “Guidance on criteria for baseline setting and monitoring”.
Outstanding issues related to Baseline setting (22-26), PP’s response and the AIE conclusion are summarized in Appendix A (refer to CAR 2, and CAR 10 – CAR 15). 

The issued CARs concern: the treatment of the three GTPP (CAR 02), the selection of alternative scenarios (CAR 10, CAR 11), the use of NII Atmosphere methodology (CAR 12-CAR 14), and leakage (CAR 2, CAR 15). 
4.4 Additionality (27-31)

It is explicitly indicated that the latest version 05.2 of the CDM “Tool for the demonstration and assessment of additionality” was used. 

To prove additionality investment analysis of the project activity without JI registration and common practice analysis were applied. 
Investment analysis is performed in terms of calculation of the project IRR and comparing it with the benchmark which was justified equal 15%.  The calculation showed that for the used input data and without JI registration the project IRR is below the discount rate, to wit the project is not financially attractive. 
The sensitivity analysis of ±10% changes of key variables confirmed that the conclusion regarding the financial non-attractiveness is robust to reasonable variations in the critical assumptions.  
The project activity is asserted to have been not the common practice in the Khanty-Mansiysk Autonomous Okrug. Similar activities were implemented as JI projects. 

Outstanding issues related to Additionality (27-31), PP’s response and the AIE conclusion are summarized in Appendix A (refer to CAR 16 and CAR 17).

The issued CARs concern: input data for the investment analysis (CAR 16) and rationale for the common practice analysis (CAR 17). 

4.5 Project boundary (32-33)

JI specific approach 

The project boundary encompasses all anthropogenic emissions by sources of greenhouse gases  as listed in Table B.3-1 which are:(i) under the control of the project participants; (ii) reasonably attributable to the project; and (iii)  significant. 
The delineation of the project boundary and the gases and sources included are appropriately described and justified in the PDD. CO2 emissions from the power plants of the electricity grid “Ural” and CH4 emissions from the incomplete oxidation of methane at APG combustion in flares are the two sources of baseline emissions. The only source of project emissions is the full oxidation of the amount of the hydrocarbons which was not burnt at flaring. CO2 emissions from APG flaring are balanced with the same at APG combustion in gas turbines.   

Based on the assessment of the project documentation, the AIE hereby confirms that the identified boundary and the selected sources and gases are justified for the project activity.

4.6 Crediting period (34)

The PDD reports the starting date of the project as 23/04/2002 being the date of the contract signing for supply of the first GTPP - Lukyavinskaya.
The PDD states the expected operational lifetime of the project in years and months, which is 20 years or 240 months, as defined by the life cycle of gas turbines. 
The PDD states the length of the crediting period in years and months, which is 5 years/60 months, and its starting date as 01/01/2008, which is on the date the first emission reductions or enhancements of net removals are generated by the project.

4.7 Monitoring plan (35-39)

The PDD, in its monitoring plan section, explicitly indicates that JI specific approach was the selected approach.

JI specific approach 

The monitoring plan adequately specifies the indicators, constants and variables used that are reliable, valid and provide transparent picture of the emission reductions to be monitored. 
The monitoring plan describes:

· data to be monitored: monthly APG consumption be each GTPP, APG composition including methane fraction, annual power supply by each GTPP, annual losses in SNG networks;

· the period in which they will be monitored: monthly or annually;
· formulae for estimation of project and baseline emissions;
· all decisive factors for the control and reporting of project performance:   2tp statistics forms; quality control (QC) and quality assurance (QA) procedures; the operational and management structure that will be applied in implementing the monitoring plan. 

The monitoring plan draws on the list of standard variables contained in appendix B of “Guidance on criteria for baseline setting and monitoring” developed by the JISC, as appropriate (project and baseline emissions and their components, and relevant emission factors).
The monitoring plan explicitly and clearly distinguishes:

(i) Data and parameters that are not monitored throughout the crediting period, but are determined only once (and thus remain fixed throughout the crediting period), and that are available already at the stage of determination, such as grid emission factor, methane density at standard conditions, GWP for methane; 
(ii) Data and parameters that are not monitored throughout the crediting period, but are determined only once (and thus remain fixed throughout the crediting period), but that are not already available at the stage of determination, such as underburning factor for flaring;

(iii) Data and parameters that are monitored throughout the crediting period (please see above).
The monitoring plan describes the method employed for data monitoring including its frequency and recording, namely the gas measuring system for monitoring APG consumption, electric meters for monitoring electric energy supply, and chromatograph for measuring APG composition. 
The monitoring plan outlines the quality assurance and control procedures for the monitoring process. 
The monitoring plan clearly identifies the responsibilities and the authority regarding the monitoring activities. Responsibilities concern inter alia data collection, data storing and archiving estimation of emission reduction, and monitoring report preparation and approval.
On the whole, the monitoring report reflects good monitoring practices appropriate to the project type. 
Outstanding issues related to Monitoring plan (35-39), PP’s response and the AIE conclusion are summarized in Appendix A (refer to CAR 18 and CAR 19).

The issued CARs concern: monitoring of APG composition (CAR 18) and SNG electric network losses (CAR 19). 

4.8 Leakage (40-41)

JI specific approach

Leakage conservatively equals zero.  

4.9 Estimation of emission reductions or enhancements of net removals (42-47)

JI specific approach 
The PDD indicates the assessment of emissions in the baseline scenario and in the project scenario as the approach chosen to estimate the emission reductions generated by the project. 

The PDD provides the ex ante estimates of emission reductions from the project (within the project boundary), which are 8,334,300 tCO2e for the crediting period;
The estimates referred to above are given:

(a)  On an annual basis;

(b)  From 01/01/2008 to 31/12/2012 covering the whole fist crediting period;

(c)  On a source-by-source basis;

(d)  For CO2 and CH4 as GHG emitted.
(e)  In tonnes of CO2 equivalent, using global warming potentials defined by decision 2/CP.3.
The formulae used for calculating the estimates referred above, which are Formulae in Sections D.1.1.2, D.1.1.4 and D.1.4 are consistent throughout the PDD.

For calculating the estimates referred to above, key factors defined in the monitoring plain influencing the project and baseline emissions were taken into account, as appropriate.

The estimation referred to above is based on conservative assumptions and the most plausible scenario in a transparent manner. 

The estimates referred to above are consistent throughout the PDD.

The PDD Section E includes an illustrative ex ante emissions calculation.

Outstanding issue related to Estimation of emission reduction (42-47), PP’s response and the AIE conclusion are summarized in Appendix A (refer to CAR 20). 

The issued CAR 20 concerns estimates of baseline emissions in Section E.4 for each gas and source.  

4.10 Environmental impacts (48)

PDD provides exact references to the documentation on the environmental impacts of each project GTPP including: environmental impact assessments (parts of the project design, OVOS), state environmental expertise conclusions, state expertise conclusions, permits for air emissions.
Outstanding issues related to Environmental impacts (48), PP’s response and the AIE conclusion are summarized in Appendix A (refer to CAR 21 and CAR 22). 

The issued CARs concern: exact references to the documentation on the analysis of the environmental impacts of the project (CAR 21) and exact references to the Rostekhnadzor permits for air emissions for each GTPP (CAR 22).

4.11 Stakeholder consultation (49)

Russian legislation does not require local stakeholder consultation. No negative responses to a publication in the local daily newspaper were received. 

4.12 Determination regarding small scale projects (50-57) (Not applicable)
4.13 Determination regarding land use, land-use change and forestry (LULUCF) projects (58-64) (Not applicable) 
4.14 Determination regarding programmes of activities (65-73) (Not applicable) 
5 SUMMARY and report oF how due accouNt was taken of COMMENTS RECEIVED PURSUANT TO PARAGRAPH 32 OF THE JI GUIDELINES

No comments, pursuant to paragraph 32 of the JI Guidelines, were received.
6 DETERMINATION opinion

Bureau Veritas Certification has performed a determination of the «Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC «Surgutneftegas» in Khanty-Mansiysk Autonomous Okrug, Russian Federation» project. The determination was performed on the basis of UNFCCC criteria and host country criteria and also on the criteria given to provide for consistent project operations, monitoring and reporting.

The determination consisted of the following three phases: i) a desk review of the project design and the baseline and monitoring plan; ii) follow-up on-site interviews with project participants; iii) the resolution of outstanding issues and the issuance of the final determination report and opinion.

Using investment analysis and common practice analysis the project participants proved that the project activity itself is not the baseline scenario.

Emission reductions attributable to the project are hence additional to any that would occur in the absence of the project activity. Given that the project is implemented and maintained as designed, the project is likely to achieve the estimated amount of emission reductions. 

The review of the project design documentation and the subsequent follow-up interviews have provided Bureau Veritas Certification with sufficient evidence to determine the fulfillment of stated criteria.

The determination revealed two pending issues related to the current determination stage of the project: the issue of the written approval of the project and the authorization of the project participant by the host Party.  If the written approval and the authorization by the host Party are awarded, it is our opinion that the project as described in the Project Design Document, Version 1.2 meets all the relevant UNFCCC requirements for the determination stage and the relevant host Party criteria. 

The determination is based on the information made available to us and the engagement conditions detailed in this report.
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Appendix A
DETERMINATION PROTOCOL

Table 1

Check list for determination, according JOINT IMPLEMENTATION DETERMINATION AND VERIFICATION MANUAL (Version 01)
	DVM

Paragraph
	Check Item
	Initial finding
	Draft Conclusion
	Final Conclusion

	General description of the project

	Title of the project

	-
	Is the title of the project presented?
	The title of the project is: “Construction of gas turbine power plants for utilization of associated petroleum gas at thirteen oilfields developed by OJSC “Surgutneftegas” in Khanty-Mansiysk Autonomous Okrug, Russian Federation”.
	
	OK

	-
	Is the sectoral scope to which the project pertains presented?
	The sectoral scopes are:

(1) Energy industries (renewable/non-renewable sources),

CAR 01. Please add sectoral scope (10) Fugitive emissions from fuels (solid, oil and gas).
	CAR 01
	OK

	-
	Is the current version number of the document presented?
	PDD Version 1.0.
	
	OK

	-
	Is the date when the document was completed presented?
	PDD dated 14/03/2011.
	
	OK

	Description of the project

	-
	Is the purpose of the project included with a concise, summarizing explanation (max. 1-2 pages) of the:

a) Situation existing prior to the starting date of the project;

b) Baseline scenario; and

c) Project scenario (expected outcome, including a technical description)?
	PDD Section A.2 defines the main purposes of the project as follows:

· Increasing of the APG utilization level;

· Covering on-site power demand of “Surgutneftegas” oilfields with own-generated electricity;

· Improving the environmental near the oilfields;

· Reducing greenhouse gas (GHG) emissions.

Requirements a), b), c) to the content of Section A.2 are met. 

CAR 02. The project implements construction of 16 GTPP of which  2 GTPP at Lyantorskoe and 1 GTPP at Russkinskoye oil fields operate not on that APG which would be flared in the absence of the project but on the APG which was already being utilised on local Surgut GRES prior to the project start and moreover before the year 2000. Hence, the baseline defined as continuation of APG flaring is not applicable to these three power plants. They do not generate emission reduction as seen from the provided excel spreadsheet. These GTPPs and related leakage have to be taken from the project throughout PDD. Accordingly, investments into these GTPP should be removed from the investment analysis.
	CAR 02
	OK

	-
	Is the history of the project (incl. its JI component) briefly summarized?
	The history of the project (incl. its JI component) is briefly summarized. 

CAR 03. Regarding a brief summary of the project: 

(i) Please provide the AIE a “staff report confirming JI prior consideration” (quoted by PDD footnote 2) and the stated 2001 company’s analysis which showed that construction of the GTPP is less financially attractive than purchasing of electricity from the grid. 

(ii) Please provide the AIE evidence that according to the ERU purchasing agreement between OJSC “Surgutneftegas” (SNG) with Gazprom Marketing & Trading Ltd. (GM&T) the latter took the responsibility for PDD preparation. 
(iii) Please refer in the present PDD to the tentative version of PDD on the same project elaborated in 2010 by CCGS and to the Determination Protocol issued by BVC on that PDD.  
	CAR 03


	OK

	(i) Project participants

	-
	Are project participants and Party(ies) involved in the project listed?
	Party(ies) and project participants involved in the project are listed as follows: 

· Party A the Russian Federation and its legal entity Open Joint Stock Company “Surgutneftegas”;
· Party B UK and its legal entity “Gazprom Marketing&Trading Ltd”.
	
	OK

	-
	Is the data of the project participants presented in tabular format?
	The data of the project participants are presented in due tabular format.
	
	OK

	-
	Is contact information provided in Annex 1 of the PDD?
	Contact information is provided in Annex 1 of the PDD.

 
	
	OK

	-
	Is it indicated, if it is the case, if the Party involved is a host Party?
	Russian Federation is indicated as Host Party.
	
	OK

	Technical description of the project

	Location of the project 

	-
	Host Party(ies)
	Russian Federation.
	
	OK

	-
	Region/State/Province etc.
	Tyumen Region, Khanty-Mansiysk Autonomous Okrug.

	
	OK

	-
	City/Town/Community etc.
	Surgut city.

	
	OK

	-
	Detail of the physical location, including information allowing the unique identification of the project. (This section should not exceed one page)
	Geographical coordinates: latitude -  61°15’′0″ N,  longitude - 73°26’′0″ E. 
CAR 04. Please provide the source of the geographical coordinates and explain how this data identifies the territory of 13 oil fields. Please indicate the names of the project oilfields.
	CAR 04
	OK

	Technologies to be employed, or measures, operations or actions to be implemented by the project

	-
	Are the technology(ies) to be employed, or measures, operations or actions to be implemented by the project, including all relevant technical data and the implementation schedule described?
	PDD Section A.4.3 provides relevant technical data of main equipment installed and actions to be implemented by the project as well as the project implementation schedule.
CAR 05. Please include in the PDD technical data on GTPP power gearbox and electrical equipment. 
CAR 06. The reference in footnote 19 does not provide information about NK-16 ST

CAR 07. Please provide the AIE evidence of conducting the comprehensive training programme. 
	CAR 05

CAR 06

CAR 07
	OK

OK

OK

	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 not occur in the absence of the proposed project, taking into account national and/or sectoral policies and circumstances 

	-
	Is it stated how anthropogenic GHG emission reductions are to be achieved? (This section should not exceed one page)
	Section A.3 reasonably reads: “Overall, the project realization will lead to the reduction of the GHG emissions, out of which the primary ones are СО2 and CH4. Reduction of GHG emissions as a result of the project realization will occur due to:

· Substitution of electricity produced with fossil fuels combustion by the existing thermal power plants in power grid of Integrated Power System “Urals” by electricity produced by GTPPs running on associated petroleum gas with simultaneous reduction of APG flaring;

· Reduction of fugitive CH4 emissions from under burning of methane in flares”.

CAR 08. Please provide and refer in the PDD to evidence that “the project will also lead to decreasing   atmospheric pollution such as emissions of nitrogen dioxide, nitrogen monoxide, sulphur dioxide, carbon monoxide, hydrocarbons and soot. Therefore, the ecological situation near the flare units will improve considerably” (quoted by the PDD Section A.4.3).
	CAR 08

	OK

	-
	Is it provided the estimation of emission reductions over the crediting period?
	The estimation of emission reductions over the crediting period is provided.
	
	OK

	-
	Is it provided the estimated annual reduction for the chosen credit period in tCO2e?
	The estimated annual reduction for the chosen credit period is provided in tCO2e.
	
	OK

	-
	Are the data from questions above presented in tabular format?
	The data from questions above are presented in tabular format. Refer to Table A.4.3.1.
	
	OK

	Estimated amount of emission reductions over the crediting period

	-
	Is the length of the crediting period Indicated? 
	The length of the crediting period is indicated as 5 years.
	
	OK

	-
	Are estimates of total as well as annual and average annual emission reductions in tonnes of CO2 equivalent provided?
	Total as well as annual and average annual emission reductions in tonnes of CO2 equivalent are provided in accordance with the calculated values in the spreadsheet provided to the verifier.
	
	OK

	Project approvals by Parties

	19
	Have the DFPs of all Parties listed as “Parties involved” in the PDD provided written project approvals?
	CAR 09. The project has no written approvals by the Parties involved. Information of the project approval by a party involved other than the host Party is not provided. 
The project approval by the Host Party will be provided after the determination statement is issued by the AIE.
	CAR 09
	Pending

	19
	Does the PDD identify at least the host Party as a “Party involved”?
	Host Party involved is the Russian Federation. 


	
	OK

	19
	Has the DFP of the host Party issued a written project approval?
	Conclusion is pending a response to CAR 09.
	Pending
	Pending

	20
	Are all the written project approvals by Parties involved unconditional?
	Yes, the written project approvals by Parties involved are unconditional.
	
	OK

	Authorization of project participants by Parties involved

	21
	Is each of the legal entities listed as project participants in the PDD authorized by a Party

involved, which is also listed in the PDD, through:

−  A written project approval by a Party involved, explicitly indicating the name of the legal entity? or

− Any other form of project participant authorization in writing, explicitly indicating the name of the legal entity?
	The project participants OJSC “Surgutneftegas” and “Gazprom Marketing&Trading Ltd” will likely be authorized with the issue of the relevant project approvals. 

Conclusion is pending a response to CAR 09.
	Pending
	Pending

	Baseline setting

	22
	Does the PDD explicitly indicate which of the following approaches is used for identifying the baseline?

−  JI specific approach

−  Approved CDM methodology approach
	It is explicitly indicated in the PDD Section B.1 that a JI specific approach is applied.
	
	OK

	JI specific approach only

	23
	Does the PDD provide a detailed theoretical description in a complete and transparent manner?
	A detailed theoretical description in a complete and transparent manner is provided for the applied JI specific approach. It includes:

(i) identification and listing of the plausible baseline scenarios;

(ii) selection of the most plausible scenario thus presenting the baseline;

(iii) provision of key information and data to be used to establish the baseline (refer to the tables in Section B.1 and baseline information in Annex 2). 
	
	OK

	23
	Does the PDD provide justification that the baseline is established:

(a) By listing and describing plausible future scenarios on the basis of conservative assumptions and selecting the most plausible one?

(b) Taking into account relevant national and/or sectoral policies and circumstance?

−  Are key factors that affect a baseline taken into account?

(c)  In a transparent manner with regard to the choice of approaches, assumptions, methodologies, parameters, date sources and key factors?

(d) Taking into account of uncertainties and using conservative assumptions?

(e)  In such a way that ERUs cannot be earned for decreases in activity levels outside the project or due to force majeure?

(f)  By drawing on the list of standard variables contained in appendix B to “Guidance on criteria for baseline setting and monitoring”, as appropriate?
	Baseline is established:

· By listing and describing plausible future scenarios available for the project owner OJSC ”Surgutneftegas” and selecting the most plausible one. Six alternative scenarios  (AS) were listed as follows:

AS1: Continuation of gas flaring in flare units and purchasing electricity from the power grid;

AS2: Construction of APG fuelled Gas Piston Power Plants;

AS3: Injection of APG into oil wells and purchasing electricity from the power grid;

AS4: Transportation and sale of APG to end users and purchasing electricity from the power grid;

AS5: Processing of APG at APG processing plant processing plant and purchasing electricity from the power grid;

AS6: Implementation of the project without JI registration. 

Based on the alternatives analysis taking into account the results of the investment analyses of AS6 presented in Section B.2, a conclusion is made that AS1 presents the most plausible baseline scenario.
· Taking into account relevant national and/or sectoral policies and circumstance regarding APG utilization (refer to Section B.2 Sub-steps 1b and 4a, footnotes 37-43) as well as key factors that affect a baseline.  

· In a basically transparent manner with regard to the choice of the JI specific approach and related assumptions, parameters, data sources and key factors for baseline setting, which are listed in tabular format in Section B.1 and summarized in Annex 2.

· N/A. 

· In such a way that ERUs cannot be earned for decreases in activity levels outside the project or due to force majeure.

· By drawing on the list of standard variables contained in appendix B to “Guidance on criteria for baseline setting and monitoring”. 
CAR 10. Please provide the AIE the comparative analysis of Diesel Piston Engines and Gas Turbine Units referred within the framework of the AS2 analysis. The indicated AS2 shortcomings are observed to be too loose to serve a basis for elimination of this alternative scenario the more so they were not known to SNG at the time of making investment decision. (AIE Note: It is well known that, for instance, JSC Zvezda-Energetika constructed for oil and gas companies a number of APG fired Gas Piston Power Plants with capacity 4.5, 7.5, 12.0 and 2x7.5 MW which operate stable). 
CAR 11. Construction of a new APG processing plant was not identified and assessed in addition to the programme of extension of the Surgut Gas Processing Plant purchased in 2001 (AS4).

CAR 12. Please provide evidence that the baseline flares fall under condition of NII Atmosphere Methodology allowing consideration of “soot firing” with the underburning factor 0,035.

CAR 13. The NII Atmosphere Methodology is used with mistakes. It is not taken into account in the PDD that not only methane bur all hydrocarbons in APG are underoxidized and the underburning factor 0,035 applies to all of them. Also, CO formation with emission factor 25% is not taken into account. All this implies that less carbon will be oxidized at APG flaring which will eventually result in the decrease of emission reduction as compared with the result in the PDD.    Justifications/Explanations of emission sources in Table B.3-1 and Formula D.1.1.2-1 for calculation of project emissions in Section D shall be revised. 

CAR 14. CO emission factor (25%) and volumetric fraction of CH4 in APG are not identified as key parameters to be used to establish the baseline. It is not justified that a conservative value of the annual methane fraction is used in calculation of emission reduction on the excel spreadsheet.   

CAR 15. Estimation of leakage does not make sense in view of CAR 02.  
	CAR 10

CAR 11

CAR 12

CAR 13

CAR 14

CAR 15


	OK

OK

OK

OK

OK

OK

	24
	If selected elements or combinations of approved CDM methodologies or methodological tools for baseline setting are used, are the selected elements or combinations together with the elements supplementary developed by the project participants in line with 23 above?
	N/A
	
	OK

	25
	If a multi-project emission factor is used, does the PDD provide appropriate justification?
	The values of the grid emission factor for IPS Ural are taken from the EBRD study positively verified by Tuv Sud. It is observed that according to this study the Combined Margin (CM) of IPS Ural which is used for estimation of baseline emissions increases in 2009 -2012 from 0,576 to 0,649 tCO2/MWh due to increase of the Build Margin (BM) from 0,512 to 0,650 tCO2/MWh. This trend does not correspond to the planned capacity additions in IPS Ural in 2010-2012 on Combined Cycle Gas Turbine Power Plants with a low BM < 0,400 tCO2/MWh. In the study, addition of new coal fired power plants was probably considered in 2012 what is far from the reality. The AIE observes, however, that the average for 2008-2012 value of CM from the study will be 598 tCO2/MWh what is conservatively lower than the value 606 tCO2/MWh in the positively determined PDD of JI0216 “Installation of two CCGT-400 at Surgutskaya TPP-2, OGK-4, Tyumen area, Russia”. This is why the values of the URAL grid emission factor in the present PDD are deemed to be positively determined.
	
	OK

	Approved CDM methodology approach only_Paragraphs 26(a) – 26(d)_Not applicable

	Additionality

	JI specific approach only

	28
	Does the PDD indicate which of the following approaches for demonstrating additionality is used?

(a)  Provision of traceable and transparent information showing the baseline was identified on the basis of conservative assumptions, that the project scenario is not part of the identified baseline scenario and that the project will lead to emission reductions or enhancements of removals; 

(b) Provision of traceable and transparent information that an AIE has already positively determined that a comparable project (to be) implemented under comparable circumstances has additionality;

(c)  Application of the most recent version of the “Tool for the demonstration and assessment of additionality. (allowing for a two-month grace period) or any other method for proving additionality approved by the CDM Executive Board”.
	It is explicitly indicated that the latest version 05.2 of the CDM “Tool for the demonstration and assessment of additionality” was used. 

In accordance with paragraph (3) of the tool project proponents should “provide evidence that the incentive from the CDM was seriously considered in the decision to proceed with the project activity. This evidence shall be based on (preferably official, legal and/or other corporate) documentation that was available at, or prior to, the start of the project activity”. Such evidence is referred to in PDD on page 3, footer 2.

Conclusion is pending a response to CAR 03 (i) 
	Pending
	OK

	29 (a)
	Does the PDD provide a justification of the applicability of the approach with a clear and transparent description?
	PDD provides a justification of the applicability of the CDM Tool with reference to Paragraph 2 of the Annex 1 to the Guidance on criteria for baseline setting and monitoring, version 02. A clear and transparent description of the Tool steps is provided. 

The same alternatives to the JI project activity as in Section B.1  are defined. They all are consistent with mandatory laws and regulations as justified in Step 1 of the tool. 
	
	OK

	29 (b)
	Are additionality proofs provided?
	To prove additionality investment analysis of the project activity without JI registration and common practice analysis were applied. 

Investment analysis is performed on excel spreadsheet made available to AIE, in terms of calculation of the project IRR and comparing it with the benchmark which was set equal 15%.  The calculation shows that for the used input data and without JI registration the project IRR is below the discount rate, that is the project is not financially attractive. The sensitivity analysis of ±10% changes of investment, electricity price, level of electricity generation and operational cost confirmed that the conclusion regarding the financial non-attractiveness is robust to reasonable variations in the critical assumptions.  

The project activity is asserted to have been not the common practice in the Khanty-Mansiysk Autonomous Okrug. Similar activities were implemented as JI projects. 

All in all, a conclusion is made in PDD that the project activity is additional. 

CAR 16. Requests as regards  the investment analysis are as follows:

(i)    Please justify the input data in a manner that can be determined by the AIE. The request concerns total investment, life of the project, benchmark, cost of 1 MW power capacity, and operational cost.

(ii)    According to “8. Reference of the cost of 1 MW” provided to the AIE the specific investment cost is 8 mln RUR/MW. The value of 19,5 mln RUR/MW is used in the investment analysis.  According to the PDD Table B.2-1, the total investment is 910 mln RUR; this gives 910/444= 2 mln RUR/MW. According to the same Table B.2-1 cost of 1 MW power for KonitorskayaGTPP and Tyanskaya GTPP is 19,5 mln RUR/MW. In Table B.2-2 the value of investment is 8658 mln RUR; this gives 8658/444= 19,5 mln RUR/MW. Please provide consistency of data on the investments throughout the PDD and supporting documentation.   

(iii)   Variations of the electricity price and the level of electricity generation equally influence on the economy from the electricity substitution. Please delete one parameter from the sensitivity analysis.

CAR 17. The first three paragraphs of Step 4a are irrelevant to the subject matter. This text is relevant to baseline setting in Section B.1. Please revise accordingly.  
	CAR 16

CAR 17


	OK

OK

	29 (c) 
	Is the additionality demonstrated appropriately as a result?
	With pending CAR 16 the additionality is not demonstrated.
	Pending
	OK

	30
	If the approach 28 (c) is chosen, are all explanations, descriptions and analyses made in accordance with the selected tool or method?
	N/A
	
	OK

	Approved CDM methodology approach only_ Paragraphs  31(a) – 31(e)_Not applicable 

	Project boundary (applicable except for JI LULUCF projects)

	JI specific approach only

	32 (a)
	Does the project boundary defined in the PDD encompass all anthropogenic emissions

by sources of GHGs that are:

(i)  Under the control of the project participants?

(ii) Reasonably attributable to the project?

(iii) Significant?
	The project boundary defined in the PDD encompasses all anthropogenic emissions by sources of GHGs that are (i) under the control of the project participants, (ii) reasonably attributable to the project, and (iii) significant.

These are:

· Baseline CO2 emissions from  power generation in the grid in baseline scenario;

· Baseline CH4 emissions from methane underburning in flares;

· Project CO2 emissions due to the complete oxidation of methane that would underburnt in flares in baseline scenario;

· Leakage. Conclusion is pending a response to CAR 02.

Justifications/Explanations of sources in Table 3. 3-1 fall under the pending CAR 13.
	Pending
	OK

	32 (b)
	Is the project boundary defined on the basis of a case-by-case assessment with regard to the criteria referred to in 32 (a) above?
	Project boundary is defined on the basis of case-by-case assessment of different emission sources.


	
	OK

	32 (c)
	Are the delineation of the project boundary and the gases and sources included appropriately described and justified in the PDD by using a figure or flow chart as appropriate?
	Delineation of the project boundary and the gases and sources included are appropriately described and justified in the PDD by using Figure B.3-1. 

Indication of Surgut SDPP on the Figure B.3-1 falls under the pending CAR 02. 
	Pending
	OK

	32 (d)
	Are all gases and sources included explicitly stated, and the exclusions of any sources related to the baseline or the project are appropriately justified?
	All gases and sources included are explicitly stated; refer to 32 (a) above. 

All exclusions made are appropriate as a conservative or logic assumption.  

Justification of baseline CO2 exclusion falls under the pending CAR 13.  
	Pending
	OK

	Approved CDM methodology approach only_Paragraph 33_ Not applicable 

	Crediting period

	34 (a)
	Does the PDD state the starting date of the project as the date on which the implementation or construction or real action of the project will begin or began?
	23/04/2002 being the date of the contract signing for supply of the first GTPP - Lukyanovskaya.
Conclusion is pending the provision to the AIE of the a.m. supply contract. 
	Pending
	OK

	34 (a)
	Is the starting date after the beginning of 2000?
	Refer to 34 (a).
	
	OK

	34 (b)
	Does the PDD state the expected operational lifetime of the project in years and months?
	Operational lifetime is defined as 20 years (240 months).
Conclusion is pending a response to CAR 16 (i).

	Pending
	OK

	34 (c) 
	Does the PDD state the length of the crediting period in years and months?
	The length of crediting period is defined as 5 years (60 months).
	
	OK

	34 (c)
	Is the starting date of the crediting period on or after the date of the first emission reductions or enhancements of net removals generated by the project?
	Starting day is 01/01/2008 which is the date of the first emission reductions generated by the project.
	
	OK

	34 (d)
	Does the PDD state that the crediting period for issuance of ERUs starts only after the beginning of 2008 and does not extend beyond the operational lifetime of the project?
	The crediting period is defined as from 01/01/2008 till 31/12/2012.


	
	OK

	34 (d)
	If the crediting period extends beyond 2012, does the PDD state that the extension is subject to the host Party approval?

Are the estimates of emission reductions or enhancements of net removals presented separately for those until 2012 and those  after 2012?
	N/A
	
	OK

	Monitoring plan

	35
	Does the PDD explicitly indicate which of the following approaches is used?

−  JI specific approach

−  Approved CDM methodology approach
	It is explicitly indicated that a JI specific approach is chosen. 
	
	OK

	JI specific approach only

	36 (a)
	Does the monitoring plan describe:

− All relevant factors and key characteristics that will be monitored?

− The period in which they will be monitored?

− All decisive factors for the control and reporting of project performance?
	The monitoring plan describes:

· data to be monitored: monthly APG consumption be each GTPP, APG composition including methane fraction, annual power supply by each GTPP, annual losses in SNG networks (refer to D.1.1.1 and D.1.1.3);

· the period in which they will be monitored: monthly or annually;

· all decisive factors for the control and reporting of project performance:   2tp statistics forms; quality control (QC) and quality assurance (QA) procedures; the operational and management structure that will be applied in implementing the monitoring plan. 
CAR 18. Composition of APG shall be measured to calculate the unburnt amount of each hydrocarbon component and then estimate the amount of carbon in APG to be oxidized in CO2 in flares. This parameter should be included in Table D.1.1.3 (and the baseline information).
	CAR 18
	OK

	36 (b)
	Does the monitoring plan specify the indicators, constants and variables used that are reliable, valid and provide transparent picture of the emission reductions or enhancements of net removals to be monitored?
	The monitoring plan specifies indicators, constants and variables used that are reliable, valid and provide transparent picture of the emission reductions to be monitored.

For data to be monitored, please refer to 36(a) above.  

For constants please refer to the next paragraph.    

Conclusion is pending a response to CAR 14.
	Pending
	OK

	36 (b)
	If default values are used:

− Are accuracy and reasonableness carefully balanced in their selection?

− Do the default values originate from recognized sources? 

− Are the default values supported by statistical analyses providing reasonable confidence levels? 

− Are the default values presented in a transparent manner?
	Constants used are the default values of the parameters as follows: grid emission factor, methane density at standard conditions, GWP for methane. 

The default values originate from recognized sources and are presented in a transparent manner.

N/A for statistical analysis.

Conclusion is pending a response to CAR 14 (concerns the CO emission factor).
	Pending
	OK

	36 (b) (i)
	For those values that are to be provided by the project participants, does the monitoring plan clearly indicate how the values are to be selected and justified?
	N/A
	
	OK

	36 (b) (ii)
	For other values,

− Does the monitoring plan clearly indicate the precise references from which these values are taken?

− Is the conservativeness of the values provided justified?
	The monitoring plan provides clearly indicates the precise references from which these default values are taken (refer to footnotes 25-34).

N/A for justification of the conservativeness of the values. 
	
	OK

	36 (b) (iii)
	For all data sources, does the monitoring plan specify the procedures to be followed if expected data are unavailable?
	Available ex ante data is used.
	
	OK

	36 (b) (iv)
	Are International System Unit (SI units) used?
	International System Units (SI units) are used.
	
	OK

	36 (b) (v)
	Does the monitoring plan note any parameters, coefficients, variables, etc. that are used to calculate baseline emissions or net removals but are obtained through monitoring?
	The monitoring plan notes such parameters as follows: electricity supply by GTPP, APG consumption by GTPP, APG composition including methane fraction, losses in electric networks.
CAR 19. Monitoring of losses in SNG electric networks lacks transparency.
	CAR 19


	OK

	36 (b) (v)
	Is the use of parameters, coefficients, variables, etc. consistent between the baseline and monitoring plan?
	There is consistency between parameters, coefficients, variables, etc. used in baseline and monitoring plan.
	
	OK

	36 (c)
	Does the monitoring plan draw on the list of standard variables contained in appendix B of “Guidance on criteria for baseline setting and monitoring”?
	The monitoring plan draws on the list of standard variables contained in appendix B of “Guidance on criteria for baseline setting and monitoring”.
	
	OK

	36 (d)
	Does the monitoring plan explicitly and clearly distinguish:

(i)  Data and parameters that are not monitored throughout the crediting period, but are determined only once (and thus remain fixed throughout the crediting period), and that are available already at the stage of determination?

(ii) Data and parameters that are not monitored throughout the crediting period, but are determined only once (and thus remain fixed throughout the crediting period), but that are not already available at the stage of determination?

(iii) Data and parameters that are monitored throughout the crediting period?
	Description of the monitoring plan in  Section D.1 explicitly and clearly distinguishes: 

(i) Refer to 36 (b). 

(ii) underburning factor for flaring;
iii) Refer to 36 (a).
	
	OK

	36 (e)
	Does the monitoring plan describe the methods employed for data monitoring (including its frequency) and recording?
	Yes, the methods used (gas measuring complexes, electric meters, chromatographs) and data collection frequency (continuously or monthly) and recording (electronic/paper) are clearly defined in the monitoring plan
	
	OK

	36 (f)
	Does the monitoring plan elaborate all algorithms and formulae used for the estimation/calculation of baseline emissions/removals and project emissions/removals or direct monitoring of emission reductions from the project, leakage, as appropriate?
	These are Formulae:

(D.1.1.2-1) for project emissions, 

(D.1.1.4-1) – (D.1.1.4-3) for baseline emissions, 

(D. 1.3.2-1 for leakage – refer to CAR 02,

(D.1.4-1) for emission reduction.
	
	OK

	36 (f) (i)
	Is the underlying rationale for the algorithms/formulae explained?
	The underlying rationale for the algorithms/formulae does not need explanation. 
	
	OK

	36 (f) (ii)
	Are consistent variables, equation formats, subscripts etc. used?
	Consistent variables, equation formats, subscripts etc. are used.
	
	OK

	36 (f) (iii)
	Are all equations numbered?
	Yes.
	
	OK

	36 (f) (iv)
	Are all variables, with units indicated defined?
	Yes.
	
	OK

	36 (f) (v)
	Is the conservativeness of the algorithms/procedures justified?
	N/A
	
	OK

	36 (f) (v)
	To the extent possible, are methods to quantitatively account for uncertainty in key parameters included?
	N/A
	
	OK

	36 (f) (vi)
	Is consistency between the elaboration of the

baseline scenario and the procedure for calculating the emissions or net removals of the baseline ensured?
	There is consistency between the elaboration on the baseline scenario and calculating the baseline emission in the monitoring plan and on spreadsheet.

Conclusion is pending a request to CAR 12 – CAR 14.
	Pending
	OK

	36 (f) (vii)
	Are any parts of the algorithms or formulae that are not self-evident explained?
	N/A.
	
	OK

	36 (f) (vii)
	Is it justified that the procedure is consistent with standard technical procedures in the relevant sector?
	Yes, the monitoring is in line with current operational routines.
	
	OK

	36 (f) (vii)
	Are references provided as necessary?
	N/A
	
	OK

	36 (f) (vii)
	Are implicit and explicit key assumptions explained in a transparent manner?
	All key assumptions are explained in a transparent manner if needed.
	
	OK

	36 (f) (vii)
	Is it clearly stated which assumptions and procedures have significant uncertainty associated with them, and how such uncertainty is to be addressed?
	N/A
	
	OK

	36 (f) (vii)
	Is the uncertainty of key parameters described and, where possible, is an uncertainty range at 95% confidence level for key parameters for the calculation of emission reductions or enhancements of net removals provided?
	The meters are recording the consumption of the natural gas and the generated electric energy continuously. The issue of uncertainty range and confidence interval is irrelevant for such measurements. Chromatograph tests are carried out by the certified laboratory.
	
	OK

	36 (g)
	Does the monitoring plan identify a national or international monitoring standard if such standard has to be and/or is applied to certain aspects of the project?

Does the monitoring plan provide a reference as to where a detailed description of the standard can be found?
	Monitoring plan refers to state statistic forms 2-tp listed in Annex 4.


	
	OK

	36 (h)
	Does the monitoring plan document statistical techniques, if used for monitoring, and that they are used in a conservative manner?
	N/A
	
	OK

	36 (i)
	Does the monitoring plan present the quality assurance and control procedures for the monitoring process, including, as appropriate, information on calibration and on how records on data and/or method validity and accuracy are kept and made available upon request?
	QC/QA procedures are outlined in PDD Section D.2. These are routine enterprise procedures.


	
	OK

	36 (j)
	Does the monitoring plan clearly identify the responsibilities and the authority regarding the monitoring activities?
	The operational and management structure that the project participants(s) will implement in order to monitor emission reduction generated by the project is described in sufficient detail in PDD Section D.4. 
	
	OK

	36 (k)
	Does the monitoring plan, on the whole, reflect good monitoring practices appropriate to the project type?

If it is a JI LULUCF project, is the good practice guidance developed by IPCC applied?
	Monitoring techniques are in line with current operation routines at SNG.
	
	OK

	36 (l)
	Does the monitoring plan provide, in tabular form, a complete compilation of the data that need to be collected for its application, including data that are measured or sampled and data that are collected from other sources but not including data that are calculated with equations?
	Tables D.1.1.1 and D.1.1.3 provide compilation of all data needed to monitor project and baseline emissions.

Conclusion is pending a response to CAR 18.
	Pending
	OK

	36 (m)
	Does the monitoring plan indicate that the data monitored and required for verification are to be kept for two years after the last transfer of ERUs for the project?
	Yes, it indicates in Section D.1.
	
	OK

	37
	If selected elements or combinations of approved CDM methodologies or methodological tools are used for establishing the monitoring plan, are the selected elements or combination, together with elements supplementary developed by the project participants in line with 36 above?
	N/A
	
	OK

	Approved CDM methodology approach only_Paragraphs 38(a) – 38(d)_Not applicable

	Applicable to both JI specific approach and approved CDM methodology approach_Paragraph 39_Not applicable 

	Leakage

	JI specific approach only

	40 (a)
	Does the PDD appropriately describe an assessment of the potential leakage of the project and appropriately explain which sources of leakage are to be calculated and which can be neglected?
	Conclusion is pending a response to CAR 02.
	Pending
	OK

	40 (b)
	Does the PDD provide a procedure for an ex ante estimate of leakage?
	N/A
	
	OK

	Approved CDM methodology approach only_Paragraph 41_Not applicable

	Estimation of emission reductions or enhancements of net removals

	42
	Does the PDD indicate which of the following approaches it chooses?

(a) Assessment of emissions or net removals in the baseline scenario and in the project scenario

(b) Direct assessment of emission reductions
	Assessment of emissions in the baseline scenario and in the project scenario is chosen.

	
	OK

	43
	If the approach (a) in 42 is chosen, does the PDD provide ex ante estimates of:

(a) Emissions or net removals for the project scenario (within the project boundary)?

(b) Leakage, as applicable?

(c) Emissions or net removals for the baseline scenario (within the project boundary)?

(d) Emission reductions or enhancements of net removals adjusted by leakage?
	PDD provides ex ante estimates of:

(a) Emissions for the project scenario (Section E.1);

(b) Leakage (Section E.2) – pending a response to CAR 02;
(c) Emissions for the baseline scenario (Section E.4);

(d) Emission reductions adjusted by leakage (Section E.6).


	
	OK

	44
	If the approach (b) in 42 is chosen, does the PDD provide ex ante estimates of:

(a) Emission reductions or enhancements of net removals (within the project boundary)?

(b) Leakage, as applicable?

(c) Emission reductions or enhancements of net removals adjusted by leakage?
	N/A
	
	OK

	45
	For both approaches in 42 

(a)  Are the estimates in 43 or 44 given: 

(i)  On a periodic basis?

(ii)  At least from the beginning until the end of the crediting period?

(iii) On a source-by-source/sink-by-sink

basis?

(iv) For each GHG?

(v)  In tones of CO2 equivalent, using global warming potentials defined by decision 2/CP.3 or as subsequently revised in accordance with Article 5 of the Kyoto Protocol?

(b)  Are the formula used for calculating the

estimates in 43 or 44 consistent throughout the PDD?

(c)  For calculating estimates in 43 or 44, are key factors influencing the baseline emissions or removals and the activity level of the project and the emissions or net removals as well as risks associated with the project taken into account, as appropriate?

(d)  Are data sources used for calculating the estimates in 43 or 44 clearly identified, reliable and transparent?

(e)  Are emission factors (including default emission factors) if used for calculating the estimates in 43 or 44 selected by carefully balancing accuracy and reasonableness, and appropriately justified of the choice?

(f)  Is the estimation in 43 or 44 based on conservative assumptions and the most plausible scenarios in a transparent manner?

(g)  Are the estimates in 43 or 44 consistent throughout the PDD?

(h)  Is the annual average of estimated emission reductions or enhancements of net removals calculated by dividing the total estimated emission reductions or enhancements of net removals over the crediting period by the total months of the crediting period and multiplying by twelve?
	(a) Estimates in 43 are given on the periodic basis, from the beginning until the end of the crediting period, in tones of CO2 equivalent. 

(b) The formulae used in PDD are consistent.

(c) Key factors influencing the baseline emissions and the activity level of the project and the project emissions are taken into account, as appropriate.
(d) Data sources used for calculating the estimates are clearly identified, reliable and transparent.
(e) Default values of grid emission factor, and underburning factor are taken from identified sources.

(f) Estimation in 43 is based on conservative assumptions and the most plausible scenario in a transparent manner.
(g) Estimates in 43 are consistent throughout the PDD.
(h) The annual average of estimated emission reductions calculated by dividing the total estimated emission reductions over the crediting period by the total months of the crediting period and multiplying by twelve.

CAR 20. Please provide estimates of baseline emissions in Section E.4 for each gas and source.  
	CAR 20
	OK

	46
	If the calculation of the baseline emissions or 

net removals is to be performed ex post, does the PDD include an illustrative ex ante emissions or net removals calculation?
	Illustrative ex-ante estimation of emission reduction is made on the excel spreadsheet made available to AIE. No calculation errors were observed with a reservation concerning CAR 02, CAR 13, and CAR 14.
	Pending
	OK

	Approved CDM methodology approach only_Paragraphs 47(a) – 47(b)_Not applicable 

	Environmental impacts

	48 (a)
	Does the PDD list and attach documentation on the analysis of the environmental impacts of the project, including transboundary impacts, in accordance with procedures as determined by the host Party?
	CAR 21. Please provide in the PDD exact references to the documentation on the analysis of the environmental impacts of the project, in accordance with procedures as determined by the host Party.

The project has no transboundary impacts.
	CAR 21
	OK

	48 (b)
	If the analysis in 48 (a) indicates that the environmental impacts are considered significant by the project participants or the host Party, does the PDD provide conclusion and all references to supporting documentation of an environmental impact assessment undertaken in accordance with the procedures as required by the host Party?
	Russian legislation does not use the term “significant environmental impacts”. The company is permitted to operate on the basis on permission of air emission issued by the state authority Rostekhnadzor. 

CAR 22. Please provide in the PDD exact references to the Rostekhnadzor permits for air emissions for each GTPP.
	CAR 22
	OK

	Stakeholder consultation

	49
	If stakeholder consultation was undertaken in 

accordance with the procedure as required  by the host Party, does the PDD provide:

(a)  A list of stakeholders from whom comments on the projects have been received, if any?

(b)  The nature of the comments?

(c)  A description on whether and how the comments have been addressed?
	Stakeholder consultation is not required by the Russian legislation. Hence public hearings were not organized. 


	
	OK

	Determination regarding small-scale projects (additional elements for assessment)_Paragraphs 50 -  57_Not applicable

	Determination regarding land use, land-use change and forestry projects _Paragraphs 58 – 64(d)_Not applicable

	Determination regarding programmes of activities_Paragraphs 66 – 73_Not applicable


Table 2
Resolution of Corrective Action and Clarification Requests
	Draft report clarifications and corrective action requests by validation team
	Ref. to checklist question in table 1 
	Summary of project participant response
	Determination team conclusion

	CAR 01. Please add sectoral scope (10) Fugitive emissions from fuels (solid, oil and gas).
	-
	Response 1 dated 05.04.2011 to CAR 01 

The sectoral scope (10) Fugitive emissions from fuels (solid, oil and gas) was added. Please review Section A.1 of the updated PDD v. 1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 02. The project implements construction of 16 GTPP of which  2 GTPP at Lyantorskoe and 1 GTPP at Russkinskoye oil fields operate not on that APG which would be flared in the absence of the project but on the APG which was already being utilised on local Surgut GRES prior to the project start and moreover before the year 2000. Hence, the baseline defined as continuation of APG flaring is not applicable to these three power plants. They do not generate emission reduction as seen from the provided excel spreadsheet. These GTPPs and related leakage have to be taken from the project throughout PDD. Accordingly, investments into these GTPP should be removed from the investment analysis.
	-
	Response 1 dated 05.04.2011 to CAR 02

2 GTPPs at Lyantorskoe and 1 GTPP at Russkinskoye oil fields are inalienable part of the project and cannot be excluded. Emissions from these 3 GTPPs were wrongly attributed to leakages. Leakages attributable to these GTPPs were taken off from the project. Baseline assessment was remade. Now the baseline for the project is described as follows; in the absence of the project, APG consumed by all GTPPs excluding Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP would be flared and APG consumed by Lyantorskaya GTPP-1, GTPP-2 and Russkinskaya GTPP would be supplied to Surgut SDPPs. On-site power demand for the OJSC “Surgutneftegas” oilfields would be supplied by electricity by the IPS “Urals” grid.

Changes were made throughout the PDD. Please review the updated PDD v. 1.1.

The applied by PDD developers approach represents a conservative approach.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 03. Regarding a brief summary of the project: 

(i) Please provide the AIE a “staff report confirming JI prior consideration” (quoted by PDD footnote 2) and the stated 2001 company’s analysis which showed that construction of the GTPP is less financially attractive than purchasing of electricity from the grid. 

(ii) Please provide the AIE evidence that according to the ERU purchasing agreement between OJSC “Surgutneftegas” (SNG) with Gazprom Marketing & Trading Ltd. (GM&T) the latter took the responsibility for PDD preparation. 
(iii) Please refer in the present PDD to the tentative version of PDD on the same project elaborated in 2010 by CCGS and to the Determination Protocol issued by BVC on that PDD.  
	-
	Response 1 dated 05.04.2011 to CAR 03

(i) The staff report confirming JI prior consideration is provided to verifiers (please review the file “staff report.pdf”). The description of JI prior consideration was updated. Please review Section A.2 of the updated PDD v. 1.1. Company’s analysis was based on production data of Tyanskaya and Konitlorskaya GTPPs. No special protocols or other confirming documents exist at the moment as Kyoto requirements regarding data saving and/or prior consideration did not exist in 2001. This analysis was reconstructed in Section B.2. 

(ii)  The copy of the agreement  confirming that GM&T is responsible for PDD preparation is provided (please review the file “ER purchase agreement.pdf”)

(iii) The information that the tentative version of PDD on the same project had elaborated in 2010 was reflected in the PDD. Please review Section A.2 of the updated PDD v. 1.1.

Response 2 dated 25.04.2011 to CAR 03

Footnote 2 and others were reformulated as requested.

Extractions from the study made by “Uralenergosyetproekt” which confirm that electricity supply from the external power grid is more financially attractive than electricity generation at own GTPPs have been provided to verifiers (Please review “Uralenergosyetproekt study.pdf”). A footnote which indicates that the study had been provided to verifiers was also added to the PDD. 
	Acceptance of Response 1.

(i-1) The “staff report” confirms that SNG management in person of Chief Engineer and Head of Environmental Department considered JI mechanism at the time of starting the programme of GTPP construction (end 2001). The response is accepted. 

AIE Note: please reformulate footnote 2 and others. The documents have been provided to the AIR rather tham will be provided.

(i-2) Please provide the company’s analysis or the study be OJSC “Uralenergosyetproekt” referred to in PDD Section A.2. The response is not accepted since the statement in the PDD is not supported by an evidence.

(ii) Response is accepted.

(iii) Response is accepted.
CAR is not closed.

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 04. Please provide and refer in the PDD to the source of the geographical coordinates and explain how this data identifies the territory of 13 oil fields. Please indicate the names of the project oilfields.
	-
	Response 1 dated 05.04.2011 to CAR 04

Data which allows clearly identify the territory of 13 oil fields was added to the PDD. The exact geographical coordinates of each GTPP cannot be provided because it is National Security Information. Please review the Table A.4.1.4-1 in the Section A.4.1.4 of the updated PDD v. 1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 05. Please include in the PDD technical data on GTPP power gearbox and electrical equipment. 
	-
	Response 1 dated 05.04.2011 to CAR 05

The relevant technical data for electrical equipment was provided in the Table A.4.2-10 and Table A.4.2-11. Please review Section A.4.2 of the updated PDD v. 1.1.

	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 06. The reference in footnote 19 does not provide information about NK-16 ST.
	-
	Response 1 dated 05.04.2011 to CAR 06

The reference was corrected to http://www.aviamotor.ru/projects/detail.php?ID=1112 . Please review Section A.4.2 of the updated PDD v. 1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 07. Please provide the AIE evidence of conducting the comprehensive training programme.
	-
	Response 1 dated 05.04.2011 to CAR 07

The sub-section “Training program” was updated. Please review Section A.4.2 of the updated PDD v. 1.1. Evidences confirming that listed in the PDD trainings had been implemented were provided to verifiers.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD and the AIE determination of the data made available in hard copy.

	CAR 08. Please provide evidence that “the project will also lead to decreasing   atmospheric pollution such as emissions of nitrogen dioxide, nitrogen monoxide, sulphur dioxide, carbon monoxide, hydrocarbons and soot. Therefore, the ecological situation near the flare units will improve considerably” (quoted by the PDD Section A.4.3).
	-
	Response 1 dated 05.04.2011 to CAR 08

The statement in the Section A.4.3 that “the project will also lead to decreasing   atmospheric pollution such as ….” is based on environmental impact assessment results of which are presented in Section F. The reference to section F is provided in Section A.4.3. Please review Section A.4.3 of the updated PDD v. 1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 09. The project has no written approvals by the Parties involved. Information of the project approval by a party involved other than the host Party is not provided. 
	19
	Response 1 dated 05.04.2011 to CAR 09

Project approval from Party B: United Kingdom will be received after approval of the project by the Host party. The same information was added to Section A.5 of the PDD. Please review.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 10. Please provide the AIE the comparative analysis of Diesel Piston Engines (GPU technology)  and Gas Turbine Units referred within the framework of the GPU analysis. The indicated GPU shortcomings are observed to be too loose to serve a basis for elimination of this alternative scenario the more so they were not known to SNG at the time of making investment decision. (AIE Note: It is well known that, for instance, JSC Zvezda-Energetika constructed for oil and gas companies a number of APG fired Gas Piston Power Plants with capacity 4.5, 7.5, 12.0 and 2x7.5 MW which operate stable). 
	23
	Response 1 dated 05.04.2011 to CAR 10

According to its web site

http://www.energostar.com/product/gas_piston/
JSC Zvezda-Energetika proposes single gas piston units with the maximum power capacity 1.7 MW.  The biggest GPPP (which operates stable) has a power capacity of 12 MW which is not comparable with the GTPPs on the project with power capacities ranging from 12 to 36 MW (14 of 16 GTPPs have power capacity 24-36 MW). Even for 2011 (the project started in 2001) there are no examples of GPPPs running stability on APG with even 24 MW capacity. The experience of GPPPs operation provided by verifiers is also irrelevant for 2001-2002 when JSC Zvezda-Energetika was only established.

Despite of the said above most APG-fired  GPPPs mentioned by verifiers were constructed with involving of Kyoto mechanism (the table with examples is attached to the current answer; please review the file “GPPPs analysis.xls”). As the common practice shows that GPPPs running on APG are commonly implemented as Kyoto projects they cannot be considered as the alternative for the project.

Response 2 dated 25.04.2011 to CAR 10

The considerations made in Response 1 were included in the PDD. Please review the updated Section B.2 of the PDD.

Considerations regarding financial comparison mentioned by verifiers “When the decision to implement the project was made, construction of GPPP was considered as an alternative. Not only shortcomings of GPU technology were assessed by OJSC “Surgutneftegas” but also financial efficiencies of GPU and GTU technologies were compared” were excluded from the PDD as unsubstantiated and inappropriate.

The baseline study presented in the PDD is made from the point of view as of today. This is indicated in the Section B.4 of the PDD.

Formulations in the analysis of the alternative scenario 2 were reformulated to avoid confusions. Please review the updated Section B.1 of the PDD v.1.2.

Initially the baseline study is made from the standpoint of 2001. In 2001 OJSC “Surgutneftegas” had not considered GPPPs units because of technological shortcomings. The verifiers observed these arguments from the standpoint of 2001 “to be too loose to serve a basis for elimination of this alternative scenario”. Thus, additional analysis from the point of view as of today was implemented to prove that this alternative is not a plausible scenario even if indicated technical shortcomings are too weak.
	Response 1 is not accepted.

Please include in the PDD the considerations made in Response 1.  

GTPPs on the project with power capacities ranging from 12 (not 24!) to 36 MW.
Please revise “When the decision to implement the project was made, construction of GPPP was considered as an alternative. Not only shortcomings of GPU technology were assessed by OJSC “Surgutneftegas” but also financial efficiencies of GPU and GTU technologies were compared”. The AIE observes that no decision to implement the project as a whole was made, nor comparison of financial efficiencies was provided to the AIE though requested in the CAR.    

Please make it clear in the PDD is the baseline study is made from the standpoint of 2001 or the point of view as of today.   

CAR is not closed.

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 11. Construction of a new APG processing plant was not identified and assessed in addition to the programme of extension of the Surgut Gas Processing Plant purchased in 2001 (AS4).
	23
	Response 1 dated 05.04.2011 to CAR 11

The assessment of a new APG processing plant construction was implemented. Please review the updated Alternative Scenario 4 assessment in Section B.2 of the PDD v .1.1.

Response 2 dated 25.04.2011 to CAR 11

Construction of a new APG processing plant was identified as a separate scenario in Sections B.1 and B.2 of the PDD.

The number of scenario in Conclusion was changed to Scenario 3.

The statement mentioned by verifiers was corrected.

Please review the updated Sections B.1 and B.2 of the PDD v.1.2.
	Response 1 is not accepted. 

Please identify Construction of a new APG processing plant as a separate scenario. This is not Scenario 4 as mixed in PDD.

Please correct the number of scenario in Conclusion on Scenario 3. 

Please make understandable the following statement: The most of APG processing plant constructed in the same or border regions are implementing as Kyoto projects and thus construction of a new.
CAR is not closed

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.



	CAR 12. Please provide evidence that the baseline flares fall under condition of NII Atmosphere Methodology allowing consideration of “soot firing” with the underburning factor 0,035.
	23
	Response 1 dated 05.04.2011 to CAR 12

According to the clause 6.4.2 of the  NII Atmosphere methodology soot flaring occurs when the speed of APG in flare is less than 0.2 of acoustic speed (According to the appendix G of the methodology acoustic speed of APG is 406 m/s ). Accordingly, if speed of APG in flare is less than 81.2 m/s than it is soot flaring.

Each oilfield has at least one or two flares. The minimal diameter of flares applied in Surgutneftegas is 0.3 m. The maximal amount of annual APG consumption of any of 16 GTPPs is than 120 mln m3 per year or 3.8 m3 per second.

Detecting S = (πd2)/4 = 3.1415926 * 0.32 / 4 = ~0.07 m2.

Detecting speed of APG = 3.8 / 0.07 = 53.75 m / s.

As speed of APG in any case is less than 53.75 and less than 81.2 m/s conditions for soot flaring should be applied.

Response 2 dated 25.04.2011 to CAR 12

The evidence that “The minimal diameter of flares applied in Surgutneftegas is 0.3 m has been provided to verifiers (Please review the file “Flares.tif”).
	Response is not accepted.

Please provide evidence that “The minimal diameter of flares applied in Surgutneftegas is 0.3 m”.

CAR is not closed.

Response 2 is accepted. 

CAR is closed based on due information provided to the AIE.

	CAR 13. The NII Atmosphere Methodology is used with mistakes. It is not taken into account in the PDD that not only methane but all hydrocarbons in APG are underoxidized and the underburning factor 0,035 applies to all of them. Also, CO formation with emission factor 25% is not taken into account. All this implies that less carbon will be oxidized at APG flaring which will eventually result in the decrease of emission reduction as compared with the result in the PDD.    Justifications/Explanations of emission sources in Table B.3-1 and Formula D.1.1.2-1 for calculation of project emissions in Section D shall be revised. 
	23
	Response 1 dated 05.04.2011 to CAR 13

Emissions from full oxidation of hydrocarbons (other than methane) were accounted as requested. Section B.1, B.2, Section D and excel spread sheet with emission reduction calculation were updated. Please review.

CO formation with emission factor 0.25 kg CO/ kg APG is not taken into account as CO eventually oxidises to CO2. This baseline CO2 is assumed equal to CO2 in the project scenario. This approach is in line with IPCC provisions. IPCC clearly indicates that CO will oxidise to CO2 and these CO2 inputs can be  accounted.

Please review 2006 IPCC Guidelines for National Greenhouse Gas Inventories Volume 1, Chapter 7, box 7.2 page 7.6. http://www.ipcc-nggip.iges.or.jp/public/2006gl/pdf/1_Volume1/V1_7_Ch7_Precursors_Indirect.pdf
Response 2 dated 25.04.2011 to CAR 13

The information in the response is included in PDD in the context of the application of NII Atmosphere methodology. Please review Sections B.1 and B.3 of the PDD.
	Response 1 is accepted. 

However, CAR will be closed when the information in the request is included in PDD in the context of the application of NII Atmosphere methodology.

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 14. CO emission factor (25%) and volumetric fraction of CH4 in APG are not identified as key parameters to be used to establish the baseline. It is not justified that a conservative value of the annual methane fraction is used in calculation of emission reduction on the excel spreadsheet.
	23
	Response 1 dated 05.04.2011 to CAR 14

Volumetric volumes of hydrocarbons (methane, ethane, butane, etc) were identified as key parameters to be used to establish the baseline. Please review Section B.1 of the updated PDD v. 1.1.

Conservative value of CH4 fraction is not applicable as volumetric fraction of methane is the monitored value. Application of understated (conservative) value for preliminary calculations will lead only to incorrect preliminary estimation of emission reduction and significant difference between preliminary estimated and real emission reductions.

CO emission factor is neglected according to the approach described in the answer to CAR 13 above.

Response 2 dated 25.04.2011 to CAR 15

(i) The preliminary ER calculation was remade on the basis of factual 2010 APG composition data for 13 oilfields. The average 2010 APG composition data is used for preliminary ER calculation. The data is too big to include it in the Section B.2. The data was added to the PDD as Annex 4. Appropriate references to the Annex were added to Sections B.2 and Sections E.

(ii) The preliminary ER calculation was remade on the basis of factual average 2010 APG composition data for 13 oilfields. Usage of specific oilfield APG composition for each oilfield provides reliable and conservative preliminary ER estimation.

(iii) the methane fraction as input data in the excel spreadsheet, cells S21, S22 was checked and corrected. The evidence confirming the applied values have been provided to verifiers (please review the file “2010 APG composition.pdf”

(iv) Calculation of project emissions due to full oxidation of HC (other than methane) was remade on the basis of specific oilfield APG compositions for each of 13 oilfields.

Clarification regarding applied values were added to the Section E of the PDD.
	Acceptance of Response 1

(i) Only one APG composition is provided in the PDD Section B.2 without identification (oil filed, year,  month).

(ii) It is not indicated in calculation of emission reduction to which year the used value of the methane fraction applies. The AIE has to reiterate the CAR: It is not justified that a conservative value of the annual methane fraction (for each oil field - ADDITION) is used in calculation of emission reduction on the excel spreadsheet. 

(iii) Please check the methane fraction 13,85% as input data in the excel spreadsheet, cells S21, S22.

(iv) Calculation of project emissions due to full oxidation of HC (other than methane) is carried out for a fixed APG composition rather than for a particular composition for concrete oil filed as envisaged in Formula D.1.1.2-2. No clarification of this is made in PDD Section E.   

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 15. Estimation of leakage does not make sense in view of CAR 02. 
	23
	Response 1 dated 05.04.2011 to CAR 15

Leakages were excluded as requested by CAR 02. For more details please refer to answer on CAR 02 above.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 16. Requests as regards  the investment analysis are as follows:

(i)    Please justify the input data in a manner that can be determined by the AIE. The request concerns total investment, life of the project, benchmark, cost of 1 MW power capacity, and operational cost.

(ii)    According to “8. Reference of the cost of 1 MW” provided to the AIE the specific investment cost is 8 mln RUR/MW. The value of 19,5 mln RUR/MW is used in the investment analysis.  According to the PDD Table B.2-1, the total investment is 910 mln RUR; this gives 910/444= 2 mln RUR/MW. According to the same Table B.2-1 cost of 1 MW power for KonitorskayaGTPP and Tyanskaya GTPP is 19,5 mln RUR/MW. In Table B.2-2 the value of investment is 8658 mln RUR; this gives 8658/444= 19,5 mln RUR/MW. Please provide consistency of data on the investments throughout the PDD and supporting documentation.   

(iii)   Variations of the electricity price and the level of electricity generation equally influence on the economy from the electricity substitution. Please delete one parameter from the sensitivity analysis.
	29 (b)
	Response 1 dated 05.04.2011 to CAR 16

(i) Life of the project was assumed equal to the lifetime of the main equipment (gas turbines). The evidence that the lifetime of gas turbines were provided to verifiers (Please review the formular for PS-90 Turbine). For total investments and cost of 1 MW power capacity please review the extract from accounting data (the name of the folder “investments_the cost of 1 MW”).

The benchmark for the current project was calculated on the basis of “Methodological recommendations on evaluation of investment projects efficiency. Approved by Ministry of Economy of the RF, Ministry of Finance of the RF, State Committee of the RF on Construction, Architecture and Housing Policy of the RF 21.06.1999 N VK 477”. This methodology is commonly used in Russia as a basis for investment analysis. 

The benchmark was calculated as follows = Refinance rate of the Russian Federation from 2000 till 2002 (25%) – inflation rate for 2001 (12.7%) + 3 % risk adjustment = 15.3 %. Benchmark was conservatively assumed 15%. Following sources of information were used:

· Refinance rate : http://www.cbr.ru/print.asp?file=/statistics/credit_statistics/refinancing_rates.htm
· Inflation http://www.gks.ru/free_doc/new_site/prices/potr/2010/I-neprod.htm
· The minimal rate of risk adjustment 3% was taken from the recommendations.

The applied operational cost value (OPEX = 10% of CAPEX) was assumed by the project participants on the basis of operational data for Tyanskaya and Konitlorskaya GTPPs. The actual operational expenses of the two pilot GTPPs for 2001 were about 7% of CAPEX for less than half year. It was conservatively assumed that for the whole year operational expenses will be about 10%. The applied value was very conservative as actual operational expenses for 2002 were about 20%. Please review evidences of actual operation expenses for 2001 and 2002 and calculations in the attached folder “operational cost”). 

 (ii) The correct value of the cost of 1 MW is 19.5 mln RUR/MW. Consistency of data throughout the PDD was provided. Please review the evidences confirming the applied value (19.5 mln. RUR/MW) in attachment (the name of the folder “investments_the cost of 1 MW”).

(iii) The level of electricity generation parameter was deleted from the sensitivity analysis. Please review Section B.2 of the updated PDD v. 1.1.

Response 2 dated 25.04.2011 to CAR 16

The information under (i) in the response above was included in PDD Section B.2. Please review the updated Section B.2 of the PDD v.1.2.
	Response is accepted. 

However, CAR will be closed when the information under (i) in the response is included in PDD Section B.2.

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD. 

	CAR 17. The first three paragraphs of Step 4a are irrelevant to the subject matter. This text is relevant to baseline setting in Section B.1. Please revise accordingly.  
	29 (b)
	Response 1 dated 05.04.2011 to CAR 17

The Step 4a was revised. The first three paragraphs were transferred to the Section B.1. Please review Sections B.1 and B.2 of the updated PDD v. 1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 18. Composition of APG shall be measured to calculate the unburnt amount of each hydrocarbon component and then estimate the amount of carbon in APG to be oxidized in CO2 in flares. This parameter should be included in Table D.1.1.3 (and in the baseline information).
	36 (a)
	Response 1 dated 05.04.2011 to CAR 18

Composition of APG was included as the monitored parameter. Please review the Sections B.1 and D of the updated PDD v. 1.1. 

Response 2 dated 25.04.2011 to CAR 18

An identification of the included APG composition is provided in Section B.2 and Annex 4 of the PDD v.1.2. Please review.
	Response is accepted. 

However, CAR will be closed when an identification of the included APG composition is provided in Section B.2 (oil field, month, year).

Response 2 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 19. Monitoring of losses in SNG electric networks lacks transparency.
	36 (b) (v)
	Response 1 dated 05.04.2011 to CAR 19

Value of losses in SNG electric networks is calculated annually by Power Division of OJSC “Surgutneftegas” on the basis of “Instructions for calculation and analysis of technological electricity consumption for transmission in a grid” I 34-70-030-87. Calculated values are submitted annually to official Russian authority for adoption -  Regional Energy Commission (REC) of Tyumen region and Khanty-Mansiysk Autonomous Okrug.

Only values of losses adopted by REC are subjects for monitoring. Description in Section B.1 was updated. Please review
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 20. Please provide estimates of baseline emissions in Section E.4 for each gas and source.  
	45
	Response 1 dated 05.04.2011 to CAR 20 

Estimates of baseline emissions in Section E.4 for each gas and source were provided. Please review the Section E.4 of the updated PDD v. 1.1.   
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 21. Please provide in the PDD exact references to the documentation on the analysis of the environmental impacts of the project, in accordance with procedures as determined by the host Party.
	48 (a)
	Response 1 dated 05.04.2011 to CAR 21 

Exact references to the documentation on the analysis of the environmental impacts of the project were added. Please review the Table F.1-1 in the Section F.1 of the updated PDD v. 1.1.   
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.

	CAR 22. Please provide in the PDD exact references to the Rostekhnadzor permits for air emissions for each GTPP.
	48 (b)
	Response 1 dated 05.04.2011 to CAR 22 

The exact references to the Rostekhnadzor permits for air emissions were added to the Section F.1. The copies of the permits are provided to verifiers (please review the folder “permits”) Please review the evidences and the Table F.1-2 in the updated Section F.1 of PDD v.1.1.
	Response 1 is accepted. 

CAR is closed based on due amendments made to the PDD.
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