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1 EXECUTIVE SUMMARY —DETERMINATION OPINION

DNV Climate Change Services AS (DNV) has performetktermination of the project
activity Modernization of Heat and Power Plant-Stedirblast Station to increase Power
Generation by Utilization of Blast Furnace Gas alST “Donetsksteel-Metallurgical Plant”

in Ukraine. The determination was performed onlihsis of UNFCCC criteria for the Joint
Implementation as well as criteria given to provifler consistent project operations,
monitoring and reporting.

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

The host Party is Ukraine and the sponsor PartyNetherlands. Both Parties fulfil the
participation criteria, but have not yet issued tees of Approval (LoAs) authorising
“Donetsksteel” — Iron and Steel Works” and Globah®on BV as a project participants.

By modernization of boiler and reconstruction abine generator to reduce specific energy
consumption for using higher quantity of blast fare gas instead of passively venting it, the
project results in reductions of G@missions that are real, measurable and give lmng:
benefits to the mitigation of climate change. ld&nonstrated that the project is not a likely
baseline scenario. Emission reductions attributabl¢he project are hence additional to any
that would occur in the absence of the projectaigti

The total emission reductions from the project astimated to be on the average 82 189
tCO,e per annum during the period 2008 - 2012. The sionisreduction forecast has been
checked and it is deemed likely that the stateduamis achieved given that the underlying
assumptions do not change.

Adequate training and monitoring procedures haverbienplemented.

In summary, it is DNV’s opinion that the projectigity Modernization of Heat and Power
Plant-Steam Airblast Station to increase Power Gath@n by Utilization of Blast Furnace
Gas at CJSC “Donetsksteel-Metallurgical Plant” inkkdine, as described in the PDD of 1
June 2011, meets all relevant UNFCCC requirememtdife JI and correctly applies a Jl
specific approach for baseline setting and monitgrin accordance with the Guidance on
criteria for baseline setting and monitoring (vesi02). However, prior to the submission of
the determination report to the JI Supervisory Cottem, DNV will have to receive the
written approval of voluntary participation and aqgval from the focal points of Ukraine and
the Netherlands.

Prague and Oslo, 8 July 2011

Eﬁ-\%%\\’\\ Nycha! (hne- -

Mario V6ros Michael Lehmann
JI Determiner Director of Services and Technolgigi
DNV Prague, Czech Republic DNV Climate Change Ses/AS
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2 INTRODUCTION

Global Carbon BV has commissioned DNV Climate Clea8grvices AS (DNV) to perform a
determination of the Modernization of Heat and Powéant-Steam Airblast Station to
increase Power Generation by Utilization of Blastrface Gas at CJSC “Donetsksteel-
Metallurgical Plant” project in Ukraine (hereaftaralled “the project”). This report
summarises the findings of the determination of pineject, performed on the basis of
UNFCCC criteria for the JI, as well as criteria gjivto provide for consistent project
operations, monitoring and reporting. UNFCCC craterefer to Article 6 of the Kyoto
Protocol, the Guidelines for the implementationAoficle 6 of the Kyoto Protocol and the
subsequent decisions by the JI Supervisory Comenitte

2.1 Objective

The purpose of a determination is to have an Ad@@édndependent Entity (IE) review the
project design. In particular, the project's bamelimonitoring plan, and the project’s
compliance with relevant UNFCCC criteria are vaigdhin order to confirm that the project
design, as documented, is sound and reasonable nmwts the identified criteria.
Determination is a requirement for all JI projeeisd is seen as necessary to provide
assurance to stakeholders of the quality of thgept@nd its intended generation of emission
reduction units (ERUS).

DNV is an Independent Entity accredited by the tldimplementation Supervisory
Committee (JISC) for all sectoral scopes.

2.2 Scope

The determination scope is defined as an indepératah objective review of the project
design document, the project’'s baseline study ammhitoring plan and other relevant
documents. The information in these documents igewed against Kyoto Protocol
requirements, JI modalities and procedures andagoil by the JI Supervisory Committee
(JISC) including the Guidance on criteria for baselsetting and monitoringg/ and the
Determination and verification manual.

The determination is not meant to provide any climgutowards the client. However, stated
requests for clarifications and/or corrective atsianay provide input for improvement of the
project design.
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3 METHODOLOGY
The determination consisted of the following thpbases:

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

and opinion.
The following sections outline each step in moreitie

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

11/

121

13/

14/
/51

16/

171

18/

19/
110/

111/

112/

113/

114/

115/
116/

Global Carbon BV, PDD Modernization of Heat and Power Plant-Steam AitBiation to
increase Power Generation by Utilization of Blastriface Gas at CJSC “Donetsksteel-
Metallurgical Plant”, Version 3.7 dated 1 June 2011 (previous versiension 3.3 dated
18 April 2011, Version 3.2, dated 13 April 2011,r$fen 3.1, dated 8 April 2011 and
Version 3, dated 3 December 2010)

Global Carbon BV, NPV calculation: 20101203 _Dokstsel CF_3.1_en.xls, 8 April
2011 (previous version from 3 March 2011)

Global Carbon BV, ER calculation: 20101203 Donstis&gl ER_3.1_en.xls, 8 April
2011 (previous version from 3 March 2011)

Global Carbon BV, Leakage calculation, dated 8ilA&f11

JI Supervisory Committee, Determination and veaiion manual, version 01 adopted
at JISC 19

JI Supervisory Committee, Guidance on criteriadfaseline setting and monitoring,
version 02 adopted at JISC18

JI Supervisory Committee, Guidelines for the immpdatation of Article 6 of the Kyoto
protocol with Annexes, 30 November 2005

CDM Executive Board: Tool for the demonstrationl @ssessment of additionality,
Version 5.2

Environmental Permit No. 1410 137 700 — 43, valen 3 June 2009 to 3 June 2014
Passports for flow meters with calibration recdasBFG, COG and NG , latest
calibration in July 2010 (calibration every 2 ygars

Calibration records for electricity meters — leaglibration on 24 November 2009
(calibration every 3 years)

Calibration records for main electricity metetasti calibration 28 April 2010
(calibration every 6 years)

TUV Nord: certificate for management system acicaydo 1SO 14001:2009 valid until
27 March 2013

Ministry of ferrous metallurgy of SSSR: Instructifor accounting of gaseous fuel in
SSSR from 1986
Donetsksteel: Order for storage of data on JI ptpgated 8 August 2008

Ministry of environmental protection: National kmnory Report of Ukraine 1990-
2008
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/17/  Conclusion of Technical Expertise and Act on Aceepet of Equipment after
Modernization and Repair proving that turbo gerriio 1, dated 12 April 2002
/18/ Commissioning act for turbo generator No 1 datedlaPch 2007

/19/ Technical expertise of boiler No. 5 dated 2000 @61000 hours) and 22 March 2006
(valid till 22 March 2012)

/20/  Resolution of Collegium of State Housing Commitéékraine #15 , 25.03.2005 “On
performance results of housing companies in 20@4paiority tasks for governmental
organizations on sectoral policy reformation”
http://www.uazakon.com/document/fpart50/idx5029%. ht

/21/ Orders (issued in June and November 2008 and aitewoices for individual
technological parts of reconstruction (dated ineJand November 2008), Primary
budget for individual years 2003 - 2007

[22/  Primary data for consumption of NG, BFG and CO@dividual months and years
(2002 — 2009)

/23/  Excel sheet for total consumption of NG, BFG andfG2002 — 2009

[24/  Contract for reconstruction of boiler No.5 and wgenerator #, dated 2 August 2004
[25/ IPCC: Revised IPCC 2006 Guidelines for National Greenhouse Gas Inventories
/26/  Data from CHP-SAS for technical water parameters

[27/  Ukrainian Fifth National Communication on Climatbahge
http://unfccc.int/resource/docs/natc/ukr_nc5rev.pdf

[28/  State program of industry development for 2003-2011
http://industry.kmu.gov.ua/control/uk/publish/ak@art id=36412&cat_id=36198

/29/  State Program for Reforming and Development of Mgrand Metallurgical Complex
for the Period until 2011
http://uazakon.com/document/fpart66/idx66602.htm

/30/  Ukrainian National Bank Bulletin #2/2004
http://www.bank.gov.ua/Publication/econom/Bulet@@2/Bull-2_04.pdf

/31/ Present prices of electricity and for natural gas:
http://www.nerc.gov.ua/control/uk/publish/article@svHidden=1&art_id=110475&cat

1d=34446

http://www.gasukraine.com.ua/clients/gasukrainaigesne.nsf/%28documents%29/6
1E09AF58A676A76C225789500595F88?0OpenDocument&liéGEB7390820040D
C2257457004C45AB&lid2=487F1941F87BC8BDC2257457002DAX

/132/ Donetsksteel: Protocol from Technical meeting filfaation of BFG dated 12 January
2004 — decision to use mechanisms of Kyoto protfdinancial support for the
project

Main changes between the versions published foBtheays stakeholder commenting period
and the final version:

- Data for baseline setting

- Actions included as JI project activity — excldd@peline installation as it was installed
prior to project starting as part of other project

- Estimated emission reduction — calculation wasnged in accordance with original
historical data

- Investment analysis data — used data at the ¢ihtecision instead real investment

Page 4




DET NORSKE VERITAS

Report No: 2011-9081, rev. 01 i&

DNV

DETERMINATION REPORT

- Monitoring plan — changed periodicity and typenoéasurement
- Environmental impacts — better explanation ofl igauation
- Stakeholdes comment — as previous point

3.2 Follow-up Interviews with Project Stakeholders

On 3 and 4 March 2011, Ms. Zuzana Andrtovd of DN¥%fited the site of Donetsksteel-
Metalurgical Plant and performed interviews withe thepresentatives of project owner
(Donetsksteel-Metalurgical Plant) and project cdtas (Global Carbon B.V.) to confirm
selected information and to resolve issues ideatiin the document review of the proposed
project.

The main topics of the interview are summarisethioie below.

Date Name Organization Topic
133/ 3 -4 March 2011 Dorofeyev Donetsksteel- * Project description
Oleksandr Metalurgical  Legal requirements
Viktorovych Plant « Data for baseline
134/ 3 -4 March 2011 Komkov Dmytro Donetsks_teel- « Monitoring procedures
Vyacheslavovych Metalurgical and equipment
Plant « Calibration procedures
135/ 3 March 2011 Semko Larysa  Donetsksteel- « Review of technology,
Genadiyivna l;/llztna}[lurglcal operational data
136/ 3 -4 March 2011 Doroshenko Donetsksteel- ’ Malntenanc?e procngres
Geniadiy Metalurgical * Data hanc!llng, archiving
Leonidovych Plant and securlng_ )
/37/ 3 -4 March 2011 Akoltsev Donetsksteel- * Personnel training
Oleksandr Metalurgical
Olehovych Plant
/38/ 3 —4 March 2011 Broninov Igor  Donetsksteel-
Anatolievych Metalurgical
Plant
139/ 3 -4 March 2011 Anna Vilde Global Carbon « JI specific approach for
BV baseline and monitoring
« Additionality
 Legal requirements
« Data for baseline
» Monitoring procedures
and equipment
« Calibration procedures
* Emission reduction
calculation (baseline
emission, project
emission and leakage)
* QA/QC of the project
140/ 3 —4 March 2011 Keteryna Global Carbon - translation
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3.3 Resolution of Outstanding Issues

The objective of this phase of the determinatiomoisesolve any outstanding issues which
needed be clarified prior to DNV’s positive condtus on the project design. In order to
ensure transparency a determination protocol watooused for the project. The protocol
shows in a transparent manner the criteria (reqérgs), means of verification and the
results from validating the identified criteria. @ determination protocol serves the following
purposes:

» It organises, details and clarifies the requiremeni| project is expected to meet;

* It ensures a transparent determination process digundenting how a particular
requirement has been validated and the resulteofi¢bermination.

The determination protocol consists of four tablEse different columns in these tables are
described in the figure below. The completed deit@ation protocol for the project activity
“Modernization ofHeat and Power Plant-Steam Airblast Station toeimse Power Generation by
Utilization of Blast Furnace Gas at CJSC “Donets&bMetallurgical Plant” in Ukraine is
enclosed in Appendix A to this report.

A corrective action request (CAR) is raised if afiehe following occurs:

(a) The project participants have made mistakes thétimfluence the ability of the
project activity to achieve real, measurable adddl emission reductions;

(b) The JI requirements have not been met;
(c) There is a risk that emission reductions cannahbeitored or calculated.

A clarification request (CL) is raised if informati is insufficient or not clear enough to
determine whether the applicable JI requiremenis baen met.

A forward action request (FAR) is raised duringedetination to highlight issues related to
project implementation that require review durihg first verification of the project activity.
FARs shall not relate to the JI requirements foalfidetermination.
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Determination Protocol Table 1: Mandatory Requirementsfor JI Project Activities
Requirement Reference Conclusion
The requirements the | Gives reference to the legislatiop This is either acceptable based on evidepce
project must meet. or agreement where the provided QOK) or a corrective action request
requirement is found. (CAR) if a requirement is not met.
Determination Protocol Table 2: Requirement Checklist
This table documents the findings from the desleveuof the initial version of the PDD and the fellap
interviews with project stakeholders. For ensurngansparent determination process, this tabledsupdated in
case the PDD is revised during the process of #terchination.
Checklist question | Reference Means of Assessment | Draft and/or Final Conclusion
verification (MoV) by DNV
The various Gives Means of verification| The OK is used if the information and
requirements in reference to | (MoV) aredocument | discussion | evidence provided is adequate to
Table 1 are linked | documents | review (DR), on how the | demonstrate compliance with JI
to checklist where the interview (1) or any | conclusion | requirements. Aarective action
guestions the answer to other follow-up is arrived at | request (CAR) is raised when
project should the checklist| actions (e.g., on site | and the project participants have made
meet. The checklisi question or | visit and telephone or conclusion | mistakes, the Jl requirements have
is organised in item is email interviews) and on the not been met or there is a risk that
different sections, | found. cross-checking (CC) | compliance | emission reductions cannot be
following the logic with available with the monitored or calculated. A
of the JI-PDD information relating | checklist clarification request (CL) is raised
to projects or guestion so | if information is insufficient or not
technologies similar | far. clear enough to determine whether
to the proposed Ji the applicable JI requirements have
project activity under been met. Aorward action request
determination. (FAR) during determination is
raised to highlight issues related to
project implementation that require
review during the first verification of
the project activity.
Determination Protocol Table 3: Resolution of Corrective Action and Clarification Regquests
This table lists the corrective action requests aladification requests indentified in Table 2 addcuments how
these issues raised were resolved. All the issaised shall be closed before finalising the detaation.
Corrective action and/ or Ref. to checklist question in | Response by project Determination
clarification requests table 2 participants conclusion
TheCARs and/ orCLsraised | Reference to the checklist | The responses given by The determination
in Table 2 are repeated here | question number in Table 2 the project participants| team’s assessment anfl
where the CAR or CL is to address the CARs | final conclusions of the
explained. and/or CLs. CARs and/or CLs.

Determination Protocol Table 4: Forward Action Requests

Forward action request

Ref. to checklist question in
table 2

Response by project participants

The FARSs raised in Table 2
are repeated here

Reference to the checklist
question number in Table 2

where the FAR is explaineg

Response by project participants on how forward

action request will be addressed prior to first

.verification.

Figure 1 Determination protocol tables
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3.4 Internal Quality Control

The final determination report underwent a techniesiew before being forwarded to the
Supervisory Committee. The technical review wasfgoered by a technical reviewer
qualified in accordance with DNV’s qualification hemme for JI determination and
verification.

3.5 Determination Team

Type of involvement
@ X
s 18588 ¢
Sl |5/ 2 g|e|G
2 °l Sl | o | a
2| £ c|l 9| a| 2| X
82| ol 8| = E|E| O
sl = /2 8 8|8 | =
SIS 5|8 Ela|]2
First 20 2l g 80§ 2|38
Role Last Name Name Country Q|lo| x| 0| - F|F L
Team leader | Voros Mario Czech v | v
(Determiner) Republic
Assessor underl Andrtova Zuzana Czech |v |V |V
training Republic
Assessor undern Némesek Lumir Czech v v v
training Republic
Expert Pales Bruce Czech v
Republic
Expert Van Jan Belgium | v v v
Evercooren
Technical Kakaraparthi | Venkata | India ViV
reviewer Raman
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4 DETERMINATION FINDINGS

The findings of the determination are stated in filklowing sections. The determination
criteria (requirements), the means of verificat@om the results from validating the identified
criteria are documented in more detail in the deteation protocol in Appendix A.

The final determination findings relate to the patjdesign as documented and described in
the revised and resubmitted project design docuetient

4.1 Participation Requirements
The project participants are CJSC “Donetsksteellron and Steel Works” representing
Ukraine as host Party and Global Carbon BV repitsste Netherlands as sponsor Party.

Ukraine as well as the Netherlands have designatdédcal point and has submitted its
national guidelines and procedures for the apprafall projects, and thus meets the
participation requirements (Marrakech Accords, dldslities, §20). The focal points of both
Parties have not yet issued Letters of Approvalr@)oauthorising “Donetsksteel” — Iron and
Steel Works” and Global Carbon BV as a projectipgdnts.

Prior to the submission of the determination reporthe JI Supervisory Committee, DNV
will have to receive the written approval of volant participation and approval from the
focal points of Ukraine and the Netherlands.

The project does not involve public funding, and talidation did not reveal any information
that indicates that the project can be seen ageasiton of official development assistance
(ODA) funding towards Ukraine.

4.2 Project Design

The project is implemented at CJSC “DonetsksteelMetallurgical Plant” in Donetsk,
Donetsk oblast of Ukraine (47°58'52" N and 37°48°£E).

The project involves the modernization of high ptes boiler No. 5 and reconstruction of
turbine generator unit TG No.1. The boiler typeTi&€M-159S0O (high pressure boiler)
manufactured by Krasiy Kotelschik, Taganrog in 188t turbine generator type is PT-25-
90/10M (condensing turbine with operational andtingasteam discharge) manufactured by
Kaluga Turbine Plant in 1987.

The boiler was modernized to ensure combustiomafeased volume of blast furnace gas
(BFG) The reconstruction of turbine generator eedureduction of its specific energy

consumption. Prior situation was generation of telgty by one condensing turbine with

installed capacity 25 MW with supplying of steam high pressure boiler combusting

mixture of BFG, natural gas (NG) and cooking ga®@J. The rest of available BFG was
flared.

The project starting date is 2 August 2004, whee tontract for reconstruction and
modernization was signéd4/. The project participants also provided docuotaton showing
that JI was considered for this project as earlypasanuary 2004 /32/.

The starting date of the crediting period is 1 3an®2008. The lifetime of the project is 20
years. DNV received the evidencHs/18//19/, that the lifetime of main technology parts
exceeds the crediting period as minimum.
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4.3 Baseline Determination

The baseline determination is set as continuatioth@ current situation, i.e. utilization of
lower part BFG with the rest flared. The electsicifeneration is on the same level as prior
realization of this project.

The baseline was justified based on Appendix Bl 8uldelines/7/ and the Guidance of the
criteria for baseline and monitorirng .

The key factors, which were taken into account fallews:

Sectoral reform policies and legislation — mainigplof the sector is The State
program of industry for 2003 — 20128/, which is followed by State Program for
Reforming and Development of Mining and Metalluedi€€omplex for the Period

until 2011/29/. Both of the programs don’t have any provision restrictions related

to BFG utilization

Economic situation/growth and socio-demographitoficcin relevant sector as well as

resulting predicted demand. Suppressed and/orasicrg demand that will be met by

the project can be considered in the baseline apipte (e.g. by assuming that same
level of service as in the project scenario wowddolfered in the baseline scenario) —
the assumption is that the project does not infleesteel and iron production and

demand level. This assumption was found as cobecause the energy is consumed
by this production and the demand will be sourcechfother alternatives in the same
volume in the absence of the project activity.

Availability of capital (including investment baers) — there are financial barriers due
to high interest rates, focus on large scale ptajedFI's investment, evaluation of
investment climate in Ukraine is considered risto/ e

Local availability of technologies/techniques, kind know-how and availability of
the BATs in the future — all of mentioned is avhit&ain Ukraine and region as
Donetsk is an industrial region with long histony the mentioned area. Local
suppliers and technology are available as welkasmenced staff.

Fuel prices and availability — electricity and matugas are generally available in
Ukraine, and there are development of networksbfath of them. No problem to
reach required fuels and energy.

The plausible scenarios identified were as follows:
For increased volume of BFG:
G1: BFG flaring at stand — it is continuation ofrrent situation and it is plausible and

G2:

G3:

realistic. The situation was confirmed from Envineental permif9/.

BFEG utilization to generate additional elegtyic— this option requires additional

investment and is environmentally beneficial. Thegestment cost was presented by
project owner as evidenc¢2l/.

BFG utilization to generate additional heats-tlae plant internal demand of heat is not

expected to increase, it would be necessary to duslomers for produced hot water.
The potential can be nearest plants or districtihgasystem. The nearest plants are
Donetsk Confectionery Plant “AVK” and Donetsk Cokbemical Plant and both of
them have own boiler houses, which covers theirateminvestment to district heating
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G4:

is possible but risky, because the payment for baatgy is low in Donetsk area as
verified from the referenc0/. Thus this option is not reasonable.

BFEG sale — historically, BFG was sold to neiginiing unit of Donetsk Coke-Chemical
Plant (DCCP). However, this pipeline was dismantiledl990’s. This option is no
longer feasible due to local municipality and eamment protection office restrictions.
BFG transportation for long distances is risk duéeakages and accidents.

For electricity:

P1:

P2:

P3:

PA4.

Stop electricity generation and cover all ¢f ttemand by purchasing electricity from
national power grid — it is not technically feasililecause primarily because iron and
steel industry is a critical industry which regsineninterrupted power supply for safety
of the critical equipment and manpower. The scenaiil also increase pollution in
region due to increasing of flaring BFG and COGva# as pollution from grid demand
increasing

Maintain the same level of on-site electricifgneration at the existing generating
capacity and cover the rest of the demand by inmgpelectricity from national power
grid — it is continuation of current practice ahdireasonable

Increase on-site electricity generation at ékisting plant and reduce the amount of
imported electricity — This is the project scenatias best scenario for environment but
the scenario request additional investment costefoonstruction

Increase on site electricity generation toyfudbver the Plant's demand to exclude
import — this scenario request construction of &P about 50 MW to satisfy all plant
power requirement, which means high investment aast this value was not found
acceptable by plant management (explained by mamage of
department33/34/35/36//37/).

Finally two plausible scenarios remain:

Alternative 1. G1+P1 — Maintain on-site electricggneration, cover the rest of the demand
by purchasing electricity from the grid and flaseess BFG (current situation).

Alternative 2: G2+P3 — Increase on-site electrigéneration by utilization of excess BFG at
CHP-SAS and reduce the amount of purchased elégtrijproject scenario without Jl
incentive).

lternative 1 is baseline scenario, as it is dermratedd in the additionality section that the
alternative 2, faces investment analysis barrier.

Identified gases for baseline and project scena@sowell as leakage are included in the table

below:
GHGs involved Description

Baseline emissions GO Main source of emission from grid
electricity consumption and from natural
gas consumption from co-firing with BRG
and COG

Project emissions CO Main source of emission from natural gas
consumption from co-firing with BFG and
COG

Leakage Excluded due to big uncertainty - fthe
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calculation for leakage shows that
leakage emissions increases the amount of
emissions, which represents 0.003%| of
fugitive methane emissions due extraction,
transportation, distribution and
consumption of natural gas in Ukraing.
As the data for calculation are sourced
from National Inventory reportl6&/ and
IPCC /25. The uncertainty of the data |is
higher than this percentage and
neglecting this emission source is thus in
DNV’s opinion justified.

4.4 Additionality

The additionality of the project was demonstratgdibing the latest version of “Tool for the
demonstration and assessment of additionafity”

4.4.1 Alternatives consistent with legislation

Alternatives for the project activity are listed pnevious section on baseline determination.
The two alternatives found as realistic and coasistvith mandatory laws and regulation are
as follows:

Alternative 1: Maintain on-site electricity geneoat, cover the rest of the demand by
purchasing electricity from the grid and flare es<8FG (current situation)

Alternative 2: Increase on-site electricity generatby utilization of excess BFG at CHP-
SAS and reduce the amount of purchased elect(mitject scenario without Jl incentive)

4.4.2 Investment analysis

Choice of approach

Since the proposed project generates financiakandomic benefits and the alternative does
not involve any investment, a benchmark analys i@ 111) is applicable.

Benchmark selection

NPV was chosen as appropriate financial indicafbe discount rate used in the calculation
was 9% calculated based on commercial lending(iat& %) adjusted for the customer price
index (8%). Both of parameters were sourced fronraskan National Bank Bulletin
#2/2004/30/.

Input parameters

All parameters used in the calculation are soufoawh plant records and “orderg21/ for
investment of the projects. All information are eh2004, which is the year of starting date
of project activity.

The investment cost21/ were compared with real costs in invoif&l. However, the actual
investment was lower than proposed investmentdlerst If applying the actual values to the
NPV calculation, the NPV remains negative. Thusitivestment is reasonable.

The price of electricity and natural g&&2/ were provided by the plant’'s Department of
Energy Supply and cost value of technical and cballyitreated watet26/ were provided by
CHP-SAS. These records are primary records of @aatlable at time of the project start
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thus DNV deemed them as realistic. All informatiare dated 2004, which is the year of
starting date of project activity.

Calculation and conclusion

The NPV value of the project activity without Jicantives is - 16 521 885 in provided
calculation/2/, which is below chosen benchmark. DNV has iedithe provided calculation
to be correct and input values as reasonable.

Therefore the project NPV analysis is consideradect.

Sensitivity analysis
The project participant provided calculation of s@wity analysis as part of investment
analysig2/. The main parameters were evaluated in range +dfi¥4hey are listed below:

» electricity price

* natural gas price

* investment
Grid electricity price
The NPV of the project varies between -16 528 @116 515 159 for chosen variation of +
10%. As the prices should increase in hundredeafgnt to reach O, it is clear that the price
of electricity cannot reach this value. The presealtie tariff is 0.8237 UAH/MWNW31/.
Applying this value would result in a NPV of -161188. Further the price of electricity is

based on information from Plant’s Department of lggesupply, and it is the more accurate
information in the time of decision. DNV found theguments reasonable.

Natural gas price

This parameter varies from -16 519 919 to -16 33 &r chosen variation of = 10%.
Significant change of the NPV only occur in case phice changes in range of hundred %.
Further if the current price, which is 2 553.20 UA¥ér 1 000 rfy is applied to NPV
calculation, the result is -16 692 865, which irdés the project to be non-viableNV
found the arguments reasonable.

Investment

The total value of investment at 18 013 374 UAHI&obin NPV calculation2/ is based on
contracted orders of individual technology part@wdver this total sum applied in NPV
calculation is higher than estimated investmerit®011 145 UAH. It is observed that when
applying a variation of £ 10%., the result of NPa&laulation is still negative, i.e. -14 896 001
to -18 174 769 and the NPV value reaches -1376W¥h the actual investment value is
applied.

Hence, DNV is able to confirm that the presenteglarents of sensitivity analysis clearly

demonstrate that parameters used in NB\talculation and represents more than 20% to
revenue or cost, are not possible to change imgxtich can change the additionality of the

project.

In conclusion, it is DNV’s opinion that it has beearrectly demonstrated that the project
activity is not financially attractive. Hence, tleenission reductions achieved by the project
are additional to any that would have happenedseace of the project.
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4.5 Monitoring

The project applied JI specific approach for mamiig in accordance with Guidance on
criteria for baseline setting and monitoriteg.

The monitoring plan is included in PO/ and contains principles and concepts on which i
is based, operational and monitoring obligationthefproject owner like resources involved
in the monitoring process, training, support ateg, calibration and collection data, quality
assurance procedures, data management, electuppiors tools.

The monitoring plan will give opportunity for reaheasurements of achieved emission
reductions.

DETERMINATION REPORT

4.5.1 Parameters determined ex-ante

The parameters determined ex-ante are based ooritisiperational data of plant (net
electricity generated by turbine #22/, amounts of combusted NG, BFG and CQ&) or
they are sourced from National Inventory in Ukraib@ and IPCQ25/

The values are presented in table below:

Units 2002 2003 2004 source
Net electricity generation MWh 61284 79348 76261
NG consumption for thousand. 5606,7 5456 5345 .
electricity generation m3 Project
BFG consumption for | thousand. operational
electricity generation m3 399677 6alrra 646358data/22//2\’:’»/
COG _co.nsumptlon. for | thousand. 2998 1787.1 82.6
electricity generation m3
Ukrainian
National
Net calorific value of NG GJ/th. m 33,94 Inventory
Report for
1990-
2008/16/
Net calorific value of 2006
BFG Gt 2,47 IPCC/25/
Ukrainian
National
Net calorific value of Inventory
COG GJ/th. m3 16,7472 Report for
1990-
2008/16/
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4.5.2 Parameters to be monitored ex-post

The data monitored for the baseline emission detetion covers a) gross power generation
and b) power consumption by turbo generator (aaxi)i The measured devices are
electricity meters, which will be calibrated in acdance with local legislation: two electricity
meters SAZU-1670 are calibrated every 3 years ¢twrsumption of the turbo generator) and
one ABB A2R-4-OL-C25-T every 6 years for gross #leity production. The accuracy is
2% for all of them.

The data monitored for the project emission areapbusted natural gas and b) its net
calorific value. Combusted natural gas is measbrsetiow meter type Safir — M 5420 with
accuracy 0.25% and calibration every 2 years.

The NCV will be calculated as average based on Baghmonitoring, which is provided by
supplier.

4.6 Estimate of GHG Emissions

The project emission reduction is calculated atedihce between baseline emissions and
project emissions. The leakage is neglected bedazlselated leakage resulted small number
in comparison with total emissions resulted duegagtion, transportation, distribution and
consumption on Ukraine and calculation is basedaumces from national reportko/.

Baseline

The baseline emissions cover emissions from nagaslconsumption for on-site electricity
generation and emissions from grid electricity eonption.

The baseline is calculated as follow:
BEy = BEGE,y+ BENG,y

BEcey= (EGoLy— EGsLy) X ERec

BENG,y: FCBL'y X NCVNG,yX ERg
Where:
BE, — baseline emission in the year y
BEge,y— emissions due to grid power consumption in gmgebne scenario in the year y
BEnc,y — emissions due to natural gas combustion in #selme scenario in year y

EGeLy — power output in the project scenario (differebeéveen gross power generation by
turbo generator # 1 in year y and power consumgiturbo generator #1 in year

y)
EGgsLy — power output in the baseline scenario (usedicstl data for 2002 — 2004)

EF:c — emission factor for national grid

FCsLy — baseline consumption of natural gas co-firechBEG and COG in year y (used
historical data for 2002 — 2004)

NCVng,y — net calorific value of natural gas in baseline
ER — emission factor due to burning of natural gas

Project emission
The project emissions cover emissions due to nagasaconsumption.
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It is calculated as follow:

PE = Phy
PE\IG,y = FQ:L’y X NCVNG’y X EFNG
where:
PEuc,y— project emission due to natural gas consumptigear y
FCe_y — project consumption of natural gas co-fired vi|8ffG and COG

Leakage

The leakage is calculated as sum of emission fro@& Production, transmission and
distribution. Data for calculation /4/ is sourckdm Ukrainian National Inventory Report
1990-2008/16/ (i.e. CH and CQ emission factors for individual activity) and frooniginal
primary data from production (for natural gas canption). The result is 661 tG@year,
which correspond cca 0.003% of national emissiasnfproduction, transmission and
distribution.

Thus the leakage is neglected and is reasonable.

The emission reduction calculation for period 2608012 was provided in excel she@t.
The average of baseline emissions for this persodl00 148 tCQ and average project
emissions for the same is 17 959 tG&hich represents average year emissions reduations
82 189 tCQ for the period 2008 — 2012.

4.7 Environmental Impacts

It was confirmed during the site visit that the jpod has only positive influence on

environment because project decrease air pollubibfimited gases from Environmental

permit, however these pollutants were under lirarirty the baseline scenario too.

The voluntary EIA assessment for this modernizaias realized as improvement under
Donetsksteel’s environmental management systempftbject is certified according to 1ISO

14001:2004) and it was presented to DNV.

DNV found this process as sufficient.

4.8 Comments by Local Stakeholders

The Ukrainian legislation does not require stakédolcomment for JI projects. As the EIA
process was realized voluntary, no stakeholdershneents were invited. However the
information on the modernization and project atyiwas presented on Donetsksteel official
web pages. DNV found this process as sufficient.

4.9 Global stakeholders consultation

The PDD of 3 December 2010 was made publicly abkElaon JI website
(http://ji.unfccc.int/Jl_Projects/DB/6NQNJALGHLFHWAEMIOGGXCIJAHNEARY9/PublicPD
D/XYZL9PAIATWN40OI5GBJ1IFCWCWMGKS2/view.html and Parties, stakeholders and
observers were through the Jl website invited twige comments during a 30 days period
from 22 February 2011 to 23 March 2011

No comment was received.

- 000 -
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Table 1 Mandatory requirements for Joint Implementéation (JI) project activities
Requirement Reference Conclusion
1. The project shall have the approval of the Pantieslved Kyoto Protocol CAR1
Article 6.1 (a)
2. Emission reductions, or an enhancement of remagwalriks, shall be additional to any that Kyoto Protocol CAR3
would otherwise occur Article 6.1 (b) OK
3. The sponsor Party shall not aquire emission rednetnits if it is not in compliance with its Kyoto Protocol OK
obligations under Articles 5 & 7 Article 6.1 (c)
4. The acquisition of emission reduction units shalsbipplemental to domestic actions for the | Kyoto Protocol OK
purpose of meeting commitments under Article 3 Article 6.1 (d)
5. Parties participating in JI shall designate natiéoeal points for approving Jl projects and haveMarrakech Accords, OK
in place national guidelines and procedures fomatty@oval of JI projects JI Modalities, 8§20
6. The host Party shall be a Party to the Kyoto Paitoc Marrakech Accords, OK
Jl Modalities, §21(a)/24
7. The host Party’s assigned amount shall have bdeulagd and recorded in accordance with thlarrakech Accords, OK
modalities for the accounting of assigned amounts JI Modalities, 821(b)/24
8. The host Party shall have in place a national tagis accordance with Article 7, paragraph 4 | Marrakech Accords, OK
JI Modalities, §21(d)/24
9. Project participants shall submit to the indepeneéetity a project design document that contaimgarrakech Accords, OK
all information needed for the determination JI Modalities, 831
10. The project desing document shall be made pubdichylable and Parties, stakeholders and | Marrakech Accords, OK
UNFCCC accredited observers shall be invited tthiwi30 days, provide comments JI Modalities, §32
11.Documentation on the analysis of the environmdantphcts of the project activity, including Marrakech Accords, CLS8
transboundary impacts, in accordance with procedasedetermined by the host Party shall be JI Modalities, §33(d) OK
submitted, and, if those impacts are consideraufgignt by the project participants or the Host
Party, an environmental impact assessment in aanoedwith procedures as required by the Host
JI Determination Protocol — Report No. 2011-90&Y, 01 A-1
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Requirement Reference Conclusion
Party shall be carried out
12.The baseline for a JI project shall be the scerthabreasonably represents the GHG emissiongarrakech Accords, CAR2
or removal by sources that would occur in absemtlesoproposed project JI Modalities, Appendix B OK
13. A baseline shall be established on a project-sigdudfsis, in a transparent manner and taking [farrakech Accords, CAR2
account relevant national and/or sectoral poliamed circumstances JI Modalities, Appendix B OK
14.The baseline methodology shall exclude to earnsarigeductions for decreases in activity | Marrakech Accords, OK
levels outside the project activity or due to foncajeure JI Modalities, Appendix B
15.The project shall have an appropriate monitoriranpl Marrakech Accords, CARG6
JI Modalities, 833(c) OK

JI Determination Protocol — Report No. 2011-90&Y, 01 A-2
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Table 2 Requirements checklist

 Draft |
. Concl

Checklist Question Assessment by DNV

A General description of project activity
A.1  Project boundary

Project Boundaries are the limits and borders definthe GHG
emission reduction project.

A.1.1  Are the project’s spatial boundaries (geographiciaurly 11/ DR Yes. The project is located in Donetsk, Donetsk OK
defined? oblast in Ukraine. The geographical coordinates
are 47°58'52” E and 37°48'44” N
A.1.2  Are the project’s system boundaries (components and 11/ DR Yes, baseline and projects boundary are clearly CL7 OK
facilities used to mitigate GHGS) clearly defined? limited as CQ resulted from grid electricity

consumption and co-firing of NG with BFG anc
COG (baseline) and GG@rom co-firing of NG
with BFG and COG as project emissions.
Leakage is neglected due to big uncertainty of
small amount of value.

A.2  Participation Requirements

Referring to Part A and Annex 1 of the PDD as waslthe JI

glossary with respect to the terms Party, LetteApproval,

Authorization and Project Participant.

A.2.1  Which Parties and project participants are pasiing in the /1/ DR  As host party is presented Ukraine and CJSC OK
project? “Donetsksteel” — Iron and Steel Works”. The

second involved party is Netherlands represented

by Global Carbon BV.

A.2.2 Have all involved Parties provided a valid and ctate 11/ DR No, the LoAs were not provided yet. CAR1
letter of approval and have all private/public puatj
participants been authorized by an involved Party?

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
JI Determination Protocol — Report No. 2011-90&Y, 01 A-3
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~ Draft |
Concl

Checklist Question Ref MoV Assessment by DNV

A.3 Technology to be employed

Determination of project technology focuses onpifugect

engineering, choice of technology and competene@itenance

needs. The AIE should ensure that environmentafy and

sound technology and know-how is used.

A.3.1 Does the project design engineering reflect curgeot 11/ DR | The engineering is limited reconstruction of CL6 OK
practices? originally installed technology but it should be

assessed as current good practice. But evidence

about lifetime of the technology is requested.

A.3.2  Does the project use state of the art technologyoarid the  /1/ DR  The used technology is from 1981 respective OK
technology result in a significantly better perfamae than 1987 and the same is modernized respective
any commonly used technologies in the host country? reconstructed, which is commonly used
procedure in Ukraine.
A.3.3 Does the project make provisions for meeting tregrand 11/ DR | This information is not included in the PDD CL1 OK

maintenance needs?

B Project Baseline

The determination of the project baseline estabbsivhether the

selected baseline methodology is appropriate anethér the

selected baseline represents a likely baselinessten

B.1.1  Does the project apply an approved CDM methodolbogy  /1/ DR | No, the specific JI approach was used. OK
the correct version thereof? If yes, please proteséction
B.3. If a JI specific approach is applied, pleazmglete
section B.2.

B.2 Baseline methodology (JI specific approach)

B.2.1  Are the proposed applicability conditions approteriand 11/ DR Yes, the PDD describe steps requested in the OK
adequate? Guidelines for users of J| PDD Form, version 4

and identified the most plausible baseline

scenario including assessing of impacts as legal

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
JI Determination Protocol — Report No. 2011-90&Y, 01 A-4
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~ Draft

Final

Checklist Question

requirements, sectoral policies, economic

Assessment by DNV

situation and socio-demographic factors as we
as local availability of technologies, skills, kow
how and BATS, prices etc.

Concl. Concl.

B.2.2 Is the methodological basis for determining theebas 11/ DR Yes, the project assesses plausible scenarios for OK
scenario described? future and used barrier analysis for identification

B.2.3 Is the methodological basis for determining thesbas 11/ DR Yes, the methodological basis for determining of OK
scenario, and whether the basis is appropriat@deduate? the baseline scenario is appropriate and adequate.

B.2.4  Does the application of the methodology result baseline  /1/ DR Yes, the application reasonably represents the OK
scenario that reasonably represents the anthrojmogen anthropogenic emissions by source of GHG that
emissions by sources of greenhouse gases that wocinl would occur in the absence of the proposed
in the absence of the proposed project activity? project activity.

B.2.5 Can it through the use of the methodology be detratesl 11/ DR Yes, after demonstration of evidences, that the CL4 OK
that a project activity is additional and, therefanot the statement for individual scenarios is valid and
baseline scenario? based on scientist and realistic premises.

B.2.6 Is the methodology to calculate the baseline eonssand is  /1/ DR The methodology seen to be adequate but seve@AR2 OK
the basis for calculating baseline emissions apjatepand correction related to monitoring information as  c|.2
adequate? well as evidence related to neglecting of Ieakageg:l_s

are requested

B.2.7 Is the methodology to calculate project emissig@apriate /1/ DR The methodology seen to be adequate but sever@|.2 OK
and adequate? correction related to neglecting of leakages are

requested

B.2.8 Is there any potential leakage due to the projetotity? 12/ DR Yes, the potential leakage is proposed as fugitiveCL2 OK

emission of CHfrom increasing natural gas
consumption for electricity generation. It is
proposed to neglect this leakage due to big
uncertainty of data sourced in comparison of total
calculated value.
The evidence for this statement is requested.
MoV = Means of Verification, DR= Document Review Interview, CC= Cross-Checking
JI Determination Protocol — Report No. 2011-90&Y, 01 A-5
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Checklist Question ~ Ref MoV Assessment by DNV DI ANzl
. Concl. Concl.
B.2.9 Isitfor all key data and parameters indicatedchidata 1y DR No, the most information is based on original CL3 OK
sources or default values are used and how theodéte data from Donetsk and only values are presented
measurements are obtained (e.g. official statistixgert in the PDD without proper evidencing.
judgment)?
B.2.10 Are the data sources and measurement procedusesy{if 1y DR | As the description of measurement devices is notCL3 OK
used adequate, consistent, accurate and reliable? sufficient, it is not possible to assess it.
B.2.11 Is the monitoring frequency for the data and patarsas 11/ DR No, it stated in the PDD that Net Calorific Value CAR2 OK
appropriate? will be measured continuously and

simultaneously that will be use weighted average
from natural gas suppliers’ data.

B.2.12 Has the methodology been described in an adeqodte a ~ /1/ DR  No, clarifications and CAR are requested. CAR2 OK
transparent manner? CL2
CL3

B.3  Applicability of methodology

To be completed in case an approved CDM methodasogy
applied. Insert a row for each applicability critarof the
applied methodology (and tools)

B.3.1 How was it validated that project complies with the 11/ DR | NA
following applicability criteria: insert applicaliiy criteria 17

B.3.2 How was it validated that project complies with the 11/ DR NA
following applicability criteria: insert applicaliiy criteria 27

B.3.3 How was it validated that project complies with the 11/ DR NA
following applicability criteria: insert applicaliy criteria 3?

B.3.4 How was it validated that project complies with the /11 DR NA

following applicability criteria: insert applicaliy criteria 4?

B.3.5 Is the selected baseline on of the baseline(syitbescin the | /1/ | DR NA
methodology and this hence confirms the applicgtili the
methodology?

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
JI Determination Protocol — Report No. 2011-90&Y, 01 A-6




DET NORSKE VERITAS

Checklist Question

~ Draft

Final

Assessment by DNV

Concl. Concl.

B.4  Project boundary
B.4.1  What are the project’s system boundaries (compsreerd 11/ DR The boundaries are clearly defined as project OK
facilities used to mitigate GHGs)? Are they cleatfined location by geographical coordinates and the
and in accordance with the methodology? emission resources. l.e. gom consumption o
national grid electricity and co-firing of NG with
BFG and COG for baseline and &€»m co-
firing of NG with BFG and COG for project
emissions.
B.4.2  Which GHG sources are identified for the projecte®the  /1/ DR CO, from consumption of national grid electricity €2 OK
identified boundary cover all possible sourcesduhko the and co-firing of NG with BFG and COG for
project activity? Give reference to documents aber&d to baseline and CQrom co-firing of NG with BFG
arrive at this conclusion. and COG for project emissions.
The fugitive CH emissions are neglect due to
uncertainty but evidence is requested for this
premise.
B.4.3  Does the project involve other emissions sourcés no 11/ DR No, any other source then prior mentioned was OK
foreseen by the methodologies that may question the not identified.
applicability of the methodology? Do these sources
contribute with more than 1% of the estimated eimiss
reductions of the project?
B.5 Baseline scenario determination
B.5.1  Which baseline scenarios have been identified?ddist of 11/ DR | For increased volume of BFG: CL4 OK
baseline scenarios complete? G1: BFG flaring at stand — it is continuation of CAR3
current situation and it is plausible and realistic
The situation was confirmed from Environmental
permit.
G2: BFG utilization to generate additional
electricity — this option asked investment busitii
environmentally beneficial
MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
JI Determination Protocol — Report No. 2011-90&Y, 01 A-7
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- Draft
. Concl
G3: BFG utilization to generate additional heat
G:BFG sale — as the plant will not request more
heat consumption than in current situation, new
consumers should be find in this case. The close
located plants own the boiler houses too, thus the
municipal heat district system should be the
connected in this case. As the situation in
Donectsk is not prosperous in terms of heat
prices, the investment return should have dela
Thus this option is not reasonable.

For electricity:

P1: Stop electricity generation and cover all of
the demand by purchasing electricity from
national power grid — it is not technically feasibl
because the situation will increase pollution in
region due to increasing of flaring BFG and COG
as well as pollution from grid demand increasing
P2: Maintain the same level of on-site electricity
generation at the existing generating capacity and
cover the rest of the demand by importing
electricity from national power grid - itis
continuation of current practice and it is
reasonable

P3: Increase on-site electricity generation at the
existing plant and reduce the amount of imported
electricity — it is best scenario for environment
but the scenario request additional investment
cost for reconstruction

P4: Increase on site electricity generation toyfull
cover the Plant’'s demand to exclude import — this
scenario request construction of new CHP abcut
50 MW to satisfy all pant requests, which means
high investment cost, which is not feasible. Th

Checklist Question Ref MoV Assessment by DNV

=

(Y%}

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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~ Draft  Final

. Concl. Concl.
evidence about plant demand and investment cost

is requested.

Finally two plausible scenarios are as result:

Alternative 1: G1+P1 — Maintain on-site

electricity generation, cover the rest of the

demand by purchasing electricity from the grid

and flare excess BFG

Alternative 2: G3+P3 — Increase on-site

electricity generation by utilization of excess

BFG at CHP-SAS and reduce the amount of

purchased electricity

It should be confirmed by NPV calculation that

only Alternative 1 is feasible scenario. But the

evidences of NPV calculation are requested.

B.5.2 How have the other baseline scenarios been eligdriat 11/ DR | The scenarios were eliminated base on CAR3 OK

order to determine the baseline? information about investment for individual
scenarios and environmental impacts.
But the evidences of NPV calculation are

Checklist Question Ref MoV Assessment by DNV

requested.
B.5.3 What is the baseline scenario? /1/ DR | The baseline scenario is “Maintain on-site OK
electricity generation, cover the rest of the
demand by purchasing electricity from the grid
and flare excess BFG”, which is continuation of
current situation.
B.5.4 Is the determination of the baseline scenario coatance 11/ DR  After confirmation of elimination process by CL4 OK
with the guidance in the methodology? evidences, it will be confirmed that it is in CAR3
accordance with JI specific approach.
B.5.5 Has the baseline scenario been determined using 11/ DR  After confirmation of elimination process by CL4 OK
conservative assumptions where possible? evidences, it will be confirmed that it is in CAR3
accordance with JI specific approach.
B.5.6  Does the baseline scenario sufficiently take immoant 11/ DR | Yes, itis confirmed, that emission from flaring OK
relevant national and/or sectoral policies, macmemic are in compliance with current legislation.

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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Checklist Question Assessment by DNV

trends and political aspirations?

B.5.7 Is the baseline scenario determination compatilitle tive 11/ DR The evidences of NPV calculation are requestedCAR3 OK
available data and are all literature and sourteeslg
referenced?

B.5.8 Is the baseline determination adequately documenttt 11/ DR | The evidences of NPV calculation are requested.CL4 OK
PDD? CAR3

e All assumptions and data used by the project ppaints
are listed in the PDD and related document to be
submitted for registration. The data are properly
referenced.

e All documentation is relevant as well as correqiypted
and interpreted.

e Assumptions and data can be deemed reasonable

e Relevant national and/or sectoral policies and
circumstances are considered and listed in the PDD.

e The methodology has been correctly applied to iflent
what would occurred in the absence of the proposed
CDM project activity
B.6  Additionality Determination
The assessment of additionality will be validatétth focus on
whether the project itself is not a likely baselsoenario.

B.6.1  What is the methodology selected to demonstrate 11/ DR The “Tool for demonstration and assessment of OK
additionality? additionality”, version 5.2 was used.

B.6.2 Is the project additionality assessed accordirtheo 11/ DR Yes, but open calculation of NPV calculation is CAR3 OK
methodology? missing.

B.6.3  Are all assumptions stated in a transparent andetwative = /1/ DR Except problems mentioned in CAR3 and CL4 CL4 OK
manner? CAR3

B.6.4 Is sufficient evidence provided to support the vatee of 11/ DR  Except problems mentioned in CAR3, CL4 CL4 OK
the arguments made? and CL5 evidences related to common practice. c|5

CAR3

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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C Duration of the Project/ Crediting Period

It is assessed whether the temporary boundariéseoproject

are clearly defined.

C.1.1  Are the project’s starting date and operationatilihe 11/ DR As starting date was chosen 2 August 2004 and CL6 OK
clearly defined and evidenced? operational lifetime is supposed 20 years.

Evidences for operational lifetime are requested

as well as more details for prior consideration (i

was mentioned first propose of it in 2000-2002

C.1.2 Isthe start of the crediting period clearly defirend 11/ DR Yes, the start of crediting period is 1 January OK
reasonable? 2008.

—

D Monitoring Methodology

It is assessed whether the project applies an gppate

baseline methodology.

D.1.1 Is the monitoring plan documented according toctih@sen 11/ DR  The project owner chose JI specific approach for OK
methodology and in a complete and transparent mmanne monitoring plan setting with complete and

transparent manner.

D.1.2  Will all monitored data required for verificatiom@issuance /1/ DR  The archiving period is not mentioned in the | CAR4 OK
be kept for two years after the last issuance digRor this PDD.
project activity, whichever occurs later?

D.2  Monitoring of Project Emissions

It is established whether the monitoring plan pda& for

reliable and complete project emission data ovaieti

D.2.1 Does the monitoring plan provide for the collectand 11/ DR | The monitoring plan does not cover procedures CAR4 OK
archiving of all relevant data necessary for ediiomeor related to archiving data. The responsibility for
measuring the greenhouse gas emissions withinrtjecp individual parameters monitoring are established.
boundary during the crediting period?

D.2.2  Are the choices of project GHG indicators reasomailpid 11/ DR Yes, CQis GHG indicator for the project OK

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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Checklist Question

conservative?

| emission. All data for this indicator are on a

Assessment by DNV

project specific basis.

Concl. Concl.

D.2.3 Is the measurement method clearly stated for e&t® G ) DR | Yes. The measurement method stated clearly inCAR5S OK
value to be monitored and deemed appropriate? the PDD but one assumptions seems to be
incorrect.
The measurement of NCV is not (the most
probably) continual and monitoring will be
probably provided by sampling.
It is not included information abontin the
section D.1.1.
D.2.4 Is the measurement equipment described and deemed 11/ DR | The information about flow meter is correct. TheCAR5 OK
appropriate? measurement of NCV by supplier is not correct
D.2.5 Isthe measurement accuracy addressed and deemed 11/ DR  The accuracy of flow meter is 0.25% and OK
appropriate? Are procedures in place on how to aéhl calibration will be every 2 years according to
erroneous measurements? internal procedures.
The NCV measurement will be provided by RDP
“Donbastransgas” (NG supplier) according to
supplier’s internal procedures.
D.2.6 Is the measurement interval identified and deemed 11/ DR The measure interval is correct for flow meter - CAR5 OK
appropriate? continuously but the same seems unrealistic for
NCV.
D.2.7 Is the registration, monitoring, measurement apdmeg 1y DR | No this procedures are not defined except brief CARG OK
procedure defined? responsibilities for data handling and information
that employees were duly trained.
D.2.8  Are procedures identified for maintenance of mamup 1y DR | No, information about maintenance and CARG OK
equipment and installations? Are the calibratiderivals installation is not included in the PDD. The
being observed? information about calibration intervals is
included.
D.2.9 Are procedures identified for day-to-day recordsdiiag 12/ DR The same as previous procedures, the daily = CARG6 OK
(including what records to keep, storage areaairds and handling is not described in detail, information
how to process performance documentation) about responsibilities are included briefly only.
MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

D.3  Monitoring of Baseline Emissions " /1 DR
It is established whether the monitoring plan pd& for
reliable and complete baseline emission data ovee.t

D.3.1 Does the monitoring plan provide for the collectand 11/ DR | The monitoring plan does not cover procedures CAR4 OK
archiving of all relevant data necessary for deteirmg related to archiving data. The responsibility for
baseline emissions during the crediting period? individual parameters monitoring are established.

D.3.2  Are the choices of baseline GHG indicators reasenatd 11/ DR Yes, CQis GHG indicator for the project OK
conservative? emission. All data for this indicator are on a

project specific basis.

D.3.3 Is the measurement method clearly stated for easéline 11/ DR Yes. The measurement method stated clearly in OK

indicator to be monitored and also deemed apprig®ia the PDD as measurement consumption of

electricity by turbogenerator and gross power
generation by turbogenerator. Both of them are
measured by electricity meters and continuously.

D.3.4 Is the measurement equipment described and deemed 11/ DR | Yes, they are used only one type of measurement OK
appropriate? equipment — electricity meters.
D.3.5 Isthe measurement accuracy addressed and deemed 11/ DR  The uncertainty for electricity meters is 2% and OK
appropriate? Are procedures in place on how to déhl calibration will be provided every 3 years
erroneous measurements? according to plant’s internal procedures.
D.3.6 Is the measurement interval for baseline data ifiethtand 11/ DR  The measure interval is correct — it is OK
deemed appropriate? continuously measurement
D.3.7 Is the registration, monitoring, measurement apdneg 1y DR | No this procedures are not defined except brief CARG OK
procedure defined? responsibilities for data handling and information
that employees were duly trained.
D.3.8  Are procedures identified for maintenance of mamitp il DR i No, information about maintenance and CARG OK
equipment and installations? Are the calibratiderivals installation is not included in the PDD. The
being observed? information about calibration intervals is
included.
D.3.9 Are procedures identified for day-to-day recordsdiiag 12/ DR The same as previous procedures, the daily = CARG6 OK
(including what records to keep, storage areaaros and handling is not described in detail, information
how to process performance documentation) about responsibilities are included briefly only.

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

D.4  Monitoring of Leakage
It is assessed whether the monitoring plan provideseliable
and complete leakage data over time.

D.4.1 Does the monitoring plan provide for the collectand 11/ DR The leakage is neglected due to high uncertainty CL7 OK
archiving of all relevant data necessary for deteirmg in determining of fugitive emissions from natural
leakage? gas extraction, transportation, distribution and

consumption. The evidences for this statement
are requested.

D.4.2  Are the choices of project leakage indicators reable and  /1/ DR It will be assess after provision of evidences. CL7 OK
conservative?

D.4.3 Is the measurement method clearly stated for essitabe 11/ DR NA as the leakage is neglected.
value to be monitored and deemed appropriate?

D.5 Project Management Planning

It is checked that project implementation is prdp@repared

for and that critical arrangements are addressed.

D.5.1 s the authority and responsibility of overall prci 12/ DR Itis only brief description, more details is CAR7 OK
management clearly described? requested.

D.5.2  Are procedures identified for training of monitagin 12/ DR  No, itis notincluded in the PDD. CAR7 OK
personnel?

D.5.3  Are procedures identified for emergency prepareslfas 12/ DR  No, itis notincluded in the PDD. CAR7 OK
cases where emergencies can cause unintendedameissi

D.5.4  Are procedures identified for review of reportedukés/data? /1/ DR  No, itis notincluded in the PDD. CAR7 OK

D.5.5 Are procedures identified for corrective action®ider to 11/ DR | No, itis notincluded in the PDD. CAR7 OK

provide for more accurate future monitoring ancorépg?

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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E Calculation of GHG Emissions by Source

It is assessed whether all material GHG emissiamesss are
addressed and how sensitivities and data uncerésmtave
been addressed to arrive at conservative estinatpsojected
emission reductions.

E.1 Calculation of GHG Emission Reductions — Project
emissions

It is assessed whether the project emissions atedsticcording
to the methodology and whether the argumentatiothi®
choice of default factors and values — where applie — is

justified.
E.1.1  Are the calculations documented according to tluseh 11/ DR The specific JI approach was used for the OK
methodology and in a complete and transparent mmanne calculation. The formulae described in the
D.1.1.2. of the PDD are reasonable and fulfil
requirements of this approach.
E.1.2 Have conservative assumptions been used whenattgul = /1/ DR Yes itis in line with the JI specific approach. OK
the project emissions?
E.1.3 Are uncertainties in the project emission estimateperly 11/ DR Yes. The accuracy of the measurement devices is OK
addressed? clearly stated in the PDD and seems as sufficient.
E.2 Calculation of GHG Emission Reductions — Baseline
emissions

It is assessed whether the baseline emissiondatexls
according to the methodology and whether the arguat®n
for the choice of default factors and values — wehagoplicable —

is justified.
E.2.1  Are the calculations documented according to tluseh 11/ DR The specific JI approach was used for the OK
methodology and in a complete and transparent nmanne calculation. The formulae described in the

D.1.1.2. of the PDD are reasonable and fulfil

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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| requirements of this approach.

E.2.2 Have conservative assumptions been used when atihgul = /1/ DR | Yes itis in line with the JI specific approach. OK
the baseline emissions?

E.2.3  Are uncertainties in the baseline emission estisnpteperly  /1/ DR Yes. The accuracy of the measurement devices is OK
addressed? clearly stated in the PDD and seems as sufficient.

E.3 Calculation of GHG Emission Reductions — Leakage
It is assessed whether leakage emissions are saatamtding to
the methodology and whether the argumentationhferchoice
of default factors and values — where applicabis pistified.

E.3.1 Are the leakage calculations documented accordirtlget 1y DR  The evidences for assumption to neglect the CL7 OK
chosen methodology and in a complete and transparen leakage are requested
manner?

E.3.2 Have conservative assumptions been used when atitgul =~ /1/ DR | The evidences for assumption to neglect the CL7 OK
the leakage emissions? leakage are requested

E.3.3  Are uncertainties in the leakage emission estimattegerly  /1/ DR | The evidences for assumption to neglect the CL7 OK
addressed? leakage are requested

E.4 Emission Reductions
The emission reductions shall be real, measurabtegive
long-term benefits related to the mitigation ofwdite change.
E.4.1 Are the emission reductions real, measurable arallghg- 11/ DR | Yes,the emission reductions are real, OK
term benefits related to the mitigation of climakange. measurable and give long-term benefits
related to the mitigation of climate change.
The implemented monitoring methodology
and measurement system allow for
calculation of real project specific emissions
reduction.

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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F Environmental Impacts

Documentation on the analysis of the environmanphcts will
be assessed, and if deemed significant, an EIAcHeu
provided to the AIE.

F.1.1 Has an analysis of the environmental impacts optigect 1y DR The EIA is request according to Host party CLS8 OK
activity been sufficiently described? requirements. The evidences about the process
are requested.
F.1.2  Are there any Host Party requirements for an Emvitental  /1/ DR | Yes, the EIA is requested in host party CLS8 OK
Impact Assessment (EIA), and if yes, is an EIA appd? legislation. The evidence about approval is
requested.

F.1.3  Will the project create any adverse environmerffates? 1y DR | Main impact is emission of NOCO, SQgases | CLS8 OK
into air but the project’s impact to air is lowar i
comparison with baseline scenario. Evidence is

requested.
F.1.4  Are transboundary environmental impacts considareie ) DR i Itis supposed as transboundary impact to reduceCL8 OK
analysis? long distance transportation of air pollutants.

Evidence is requested.
F.1.5 Have identified environmental impacts been addcesséhe  /1/ DR NA, the air pollution is lower but still monitored CL8 OK
project design? as in baseline scenario. Evidence is requested.
F.1.6  Does the project comply with environmental legisiatin il DR Evidence is requested. CLS8 OK
the host country?

G Stakeholder Comments

If required by the host country, the AIE shoulduwaghat
stakeholder comments have been invited with ap@tgpmedia
and that due account has been taken of any commendived.
G.1.1 Have relevant stakeholders been consulted? il DR ' This section should be revised according to CL9 OK
reality.

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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G.1.2 Have appropriate media been used to invite comnimnts 11/ DR This section should be revised according to CL9 OK
local stakeholders? reality.
G.1.3 If a stakeholder consultation process is requised b 11/ DR | This section should be revised according to CL9 OK
regulations/laws in the host country, has the $takker reality.

consultation process been carried out in accordaitbe
such regulations/laws?

G.1.4 Is asummary of the stakeholder comments received 1y DR This section should be revised according to CL9 OK
provided? reality.

G.1.5 Has due account been taken of any stakeholder cateme /1/ DR  This section should be revised according to CL9 OK
received? reality.

MoV = Means of Verification, DR= Document RevieW Interview, CC= Cross-Checking
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Table 3

Corrective action and/ or clarification
requests

Resolution of Corrective Action and Clarifcation Requests

Reference Determination conclusion

to Table 2

Response by project participants

CAR1 A22 The company has LoE: NationalThe CAR will be open, but this status|is
The LoAs were not provided yet. Environmental Investment Agency phcceptable for Jl project prior registration|

Ukraine: No. 1608/23/7 from 14 October

2010. According to Ukrainian JI procedyre

positive determination report is required for

application for LoA. Therefore, it cannot be

provided on the determination stage.
CAR2 B.2.6 Due to the fact that no verifiable evidenc&he using of national data for baseline
It stated in the PDD that Net Calorific Value wil B.2.11 proving the historic data on NCV of gasalculation is acceptable as well |as
be measured continuously and simultaneously that g 5 - fuel combusted by boiler No 5 ainformation from supplier for NCV of

will be use weighted average from natural gas
suppliers’ data. The correct information should
included to the table. (NCV — supplier data, not
information about laboratory; NCV for BFG and
COG is from local data, BFG — local lab. — dail
weighted average; COG — supplied by closed

plant, used constant — i.e. correct description in
the PDD and evidences are requested).

be

Donetsksteel CHP-SAS was found at

Plant, it was decided to use default val
for emissions calculations. Country spec
NCV of natural gas and coke oven ga
are used in accordance with Ukrainian F
National Communication on Climat
Change (page 258); for blast furnace

IPCC default value is applied for its NC
This approach is taken with intention
reduce uncertainty of the data used

theatural gas for monitoring.
ues

ﬂ&AR is closed
5€S

fth
e
gas
V.
to
and

increase transparency of calculation. Data

in summary tables of Section B (pages

16-

19) and in Annex 2 (pages 47-49) were

corrected; emission reductions

recalculated accordingly.

In section D 1.1 it is stated that source
data for NCV of NG is “natural
supplier”. The footnote with the followin
text was added to PDD version 3

“Measurement is not performed by project

gas

were

of

g
2.
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Corrective action and/ or clarification Reference Response by project participants Determination conclusion

requests to Table 2
participants and conducted by the supplier
of natural gas on sampling basis”

CAR3 B.5.1 Documents proving budgeted costs wefighe investment costs as well as other
The calculation of NPV is provided but B.5.3 provided to the AIE to prove the figureprovided prices are verified. The
evidencing of individual inputs is not sufficient B.5.4 used for calculation of NPV. Thecalculation provided by project participant
(table of information from Donetsksteel) B.55 calculation file was corrected to reflect thes deemed correct in version 3.1 dated 8
"~ costs according to the documentat|ofpril 2011.
B.5.7 provided. Information in Section B (pagefurther NPV calculation is robust for
B.5.8 20-21) of PDD version 3.1 was changeghanges in investment as well as prices of
B.6.3 accordingly. individual outputs. The assumption [of
B.6.4 The information about other parameterdectricity production are based on verified

used for investment analysis such as pricéata for baseline as well as compared with
for electricity, NG and resources used faoeal data for project electricity production
calculation of electricity production cost$n available years. However the excepted
was provided by the responsible Divisigngalues are higher than real, the sensitiyity
of the Plant: Department of Energy Supplef this parameters was found as robust tqo.
sent prices for electricity and NG; CHP-
SAS .sent cost value of techmca] n:I:Ihe CAR is closed
chemically treated water. The copies |of

these documents were provided to the AlE.

The Plant price data is the most accurate as

it reflects the actual costs to the Plant

including general tariff and transportation
costs which are specific for each enterprise
in Ukraine. The information provided hy
the Plant's Department of Energy Supply
can be cross-checked. Electricity price for
Donetsksteel in January 2004 was 0.134 th
UAH/MWh, while electricity tariff in
Donetsk oblast then was also 0.134 (vaglue
for “O00 "Cepsuc-UuBect" (doHeukas
0011.)") UAH/MWh; price for NG, provided
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Corrective action and/ or clarification

Reference

Response by project participants

Determination conclusion

requests

to Table 2

by the Plant is 0,261 th UAH/th
tariff approved by National
Regulatory  Comission  of

earliest publicly available evidence)
0,284 th UAH/th M. When inserted t

publicly available sources as it is a unid
data specific to the Donetsksteel product
process. However, even if these costs
neglected in the investment analysis
improves NPV only for 0,2% (from

16 521 885 UAH to -16 481237 UAH
which do not compromise the statem
about additionality of the project.

ue
ion
are
it
1)

Nt

CAR4 D.1.2 All the data used for baseline and proje@the archiving period is mentioned correctly
The archiving period should be mentioned inthe pD.2.1 emission calculations as well as thm the revised PDD and the same |is
PDD. D3.1 monitoring data is to be stored at least|tihentioned in the Donetsksteel Order for
31* of December 2014 in accordance wjtstorage of data on JI project, dated |16
the Donetsksteel Order for storage of dafaugust 2008.
on Jl project. The copy of the Order was
provided to the AIE. The relevant chang .
were made in Section D (page 26) of PIS%he CAR s closed
version 3.1
CARS5 D.2.3 The measurements of NCV of natural gaghe correct version of formulas |is
One assumption of project emissions seems tobe D.2.4 are to be performed by sampling on dailgonfirmed as well as description of sour¢ces

incorrect: The measurement of NCV is not (the

basis. The relevant changes were mad

efoo NCV.
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Corrective action and/ or clarification Reference Response by project participants Determination conclusion
requests to Table 2

most probably) continual and monitoring will be D.2.6 Section D (page 29) of PDD version 3.1.

probably provided by sampling. In section D 1.1 it is stated that source| fhe CAR is closed

It is not included information abowtin the data for NCV of NG is “natural gas

section D.1.1. supplier”. The footnote with the following

text was added to PDD version 3|2:
“Measurement is not performed by project
participants and conducted by the supplier
of natural gas on sampling basis”

Parametery was typed in calculation
formula by misprint. It was corrected jn
Section D of PDD version 3.1. Parameger
is not taken into account in emissipn
reduction calculations; therefore, it is not
monitored and not included to sectipn

D.1.1.
CARG D.2.7 Principal scheme for data recording dnthe description of recording and QA/QC
Registration, monitoring, measurement and D.2.8 reporting on electricity generation is mprocedures for maintenance of data| is
reporting procedures are not defined in the PDD. 5 g follows: electricity generation is monitoredacceptable. The flow-meters were excluded
Information about maintenance and installation|is by electronic meter directly connected wjtfrom section related to electricity
not included in the PDD. D.3.7 computer system at accounting office |agheasurement.
Day-to-day records handling is not described if ~ 2-3:8 Department of Head Energy Engineer; data
detail, information about responsibilities are D.3.9 is transferred with no human intervention-. . ~aR is closed
included briefly only However, readings of the flow meter are

also recorded on hourly basis to the
operational logs for cross-check.

Data on electricity consumption for
generation is monitored by induction
meters, readings of which are recorded to
operational logs. Figures from those logs
are filled in daily reports reflecting the
readings of the flow meters for each 24
hours, the daily reports are then submitted
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Corrective action and/ or clarification Reference Response by project participants Determination conclusion

requests to Table 2
to accounting office of Department of Hepd
Energy Engineer. Daily reports are
analysed, difference in readings with data
for the previous day is inputted into Exgel
based computer system, where data |are
accumulated and aggregated into monthly
reports.

Principal scheme for data recording and
reporting on fuel consumption follows:

Consumption of NG, BFG and COG |is
monitored by flow meters, data of which
are displayed through electronic logger. On
daily basis the recorded data in electrgnic
format is transferred to Process Control and
Instrumentation Division (PCl Division),
where it is downloaded into Excel based
computer system, where data are
accumulated and aggregated into monthly
reports.

There are also procedures for cross-check
and ensuring accuracy of data in place at
Donetsksteel. They are described in the
answer to CAR 7.

Copies of monthly reports are provided|to
Global Carbon B.V. which performs
emission reductions calculation apd
prepares Monitoring reports.

Specific details (serial numbers, calibration
dates etc.) of flow meters used for
monitoring will be provided in the
monitoring reports with the aim to ensure
maximal accuracy of reporting for the
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requests to Table 2
corresponding periods.

Installation and maintenance of metering
devices is performed according to Plant
Standard STP 54C-7.6-01-2006. Accord|ng
to this standard the responsibilities |on
installation, calibration and maintenance| of
metering devices are carried out by the
Heads of the Department who assign
responsible executors. In case with CHP-
SAS these are Head of CHP-SAS with
Deputy Head of Boiler Workshop and
Deputy Head of Electrical Workshap
respectively who organize execution of the
relevant data collection procedures,
periodic calibration according to the
requirements of producers of the metering
devises, maintaining them in working order
and their repair. The copy of Sub-process
RP  54C-7.6-01-03: Operation and
maintenance of metering devices was
provided to AIE as evidence.

Data recording process during the time| of
repair of metering devices is regulated |by
Instruction for Data Recording on Gas Fuel
Consumption, paragraph 5.7: in case| of
absence of the flow meters due to their
calibration or repair the average readings
for the previous three days has to |be
recorded. The copy of Instruction for Data
Recording on Gas Fuel Consumption was
provided to AIE as evidence. The same
principle originating from USSR standards
is applied to recording data of electricity
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Reference

Response by project participants

Determination conclusion

requests

to Table 2

meters.

The explanation of monitoring procedur
was extended in Section D (pages 35-37
PDD version 3.1

Addition to the answer (13.04.2011): flo

meters are used by mistake. The metefing

devises used for monitoring electric

generation and consumption are power

meters.

According to Instruction
Recording on Gas Fuel
paragraph 5.7 the maximum accepta
time for meter calibration or repair works
three days. Information was added
Section D (pages 35-37) of PDD versi
3.2

for

Data
Consumption

es
of

W

ty

ble
is
to
on

CAR7
More details is requested fthte authority and
responsibility of overall project managemer
The follow procedures should be identified:
« for training of monitoring personnel
« for emergency preparedness for case
where emergencies can cause
unintended emissions
« for corrective actions in order to
provide for more accurate future
monitoring and reporting
« for review of reported results/data

~—+

D51
D.5.2
D.5.3
D.54
D.55

Donetsksteel has a comprehensive syg
for education and training of staff. All
the staff members receive professio
education which imply theoretical studie
practical supervised training at worksite g
qualification exam. At worksite all the stg
members are periodically instructed
refresh  their knowledge of the
responsibilities and safety rules. Training
monitoring personnel takes place in li

with general professional training syste

working at the Plant. Training of th
monitoring personnel at CHP-SAS

organized by Head of CHP-SAS, execu
through Deputy Head of Boiler Workshc

tdine detail procedures as are described in
pfresponse are included in the updated PPDD.
ndhe procedures sufficiently described

rgeaction and management of individdal

rateas (training, emergency preparedness,
ftorrective actions and review of reported

tdata). Further, the plant is certified

iraccording to I1ISO 9001 and ISO 14001,

afhich ensure minimum acceptable standard
nim theses procedures.
2m

?SThe CAR is closed

ted
bp

and Deputy Head of Electrical Workshg

JI Determination Protocol — Report No. 2011-90&Y, 01

A-25



DET NORSKE VERITAS

Corrective action and/ or clarification Reference Response by project participants Determination conclusion
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Job descriptions are available at each
workplace.

Health and safety rules, as well [as
preparedness to emergency situations|are
covered by the above mentioned train|ng
program which ends with an exam. |In
addition, each month employees are
instructed at the work places. The
instruction registration logs are kept at each
work place and were available to A|E
during the site visit. Inside the project
boundary unintended emissions could |be
related to the gas fuel used: NG, BFG and
COG. In case of any emergency the supply
of the fuel to CHP-SAS is to be stopped
immediately after the automatic emergency
signal from CHP-SAS. The gases supply is
cut at gas distribution station of the Plant,
blast shop or coke-chemical plant
respectively.

The accuracy of reported monitoring data is
ensured on the stage of preparing [the
monthly reports used as a primary data|for
emission reductions calculation. Each
parameter in the report is cross-checked
with the readings of gas flow-meters
measuring the overall fuel consumption|of
CHP-SAS. The fuel consumption pf
individual installations is determined by
deducting the sum of readings of the
individual consumers from the overall
consumption of CHP-SAS. If the difference
does not correspond to the readings being
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cross-checked, the reason for it
determined and data are adjus
accordingly taking into account accurg
class of the metering devise. Once,

monthly report is prepared it is signed
the Head Energy Engineer and its data
used for official reporting, calculation ¢
specific consumption norms and oth

purposes of the Plant.

The explanation of monitoring and cross-
check procedures was extended in Sectig
D (pages 35-37) of PDD version 3.1

is
ted
Cy
the
by
1 iS
of
er

n

CL1 A.3.3 The project builds upon existing systemsg dthe Order for data storage together with
It should be clarified if the project makes periodic training of personnel andufficient training management established
provisions for meeting training and maintenance of equipment. The projeat the plant ensures sufficiently training
maintenance needs. does not change the dgta collection apdovisions all requested parameters.

reporting processes as it uses data ffom

standard monthly reports prepared at |t .

Plant. The only change which is introducelTthe CLis closed.

by the proposed Jl project is the extended

period of data storage reflected |in

Donetsksteel Order for storage of data on Ji

project the copy of which was provided |to

the AIE.
CL2 B.2.6 The only potential source of leakage that e presented arguments are applied
The PDD states “It is proposed to neglect leakage B.2.7 attributable to the JI project is increase| @brrectly and it is possible to confirm that
due to big uncertainty of data sourced in B.2.8 fugitive methane emissions due to increpteakage should be neglected.
comparison of total calculated value.” The B.212 of natural gas consumption for electricjty
evidence for this statement is requested. < generation which took place as a result ot . ~| is closed

B.4.2 the project. Fugitive emissions happen
during production, transmission and
distribution of natural gas through
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Ukrainian national transportation syste
These emissions are not under the cor
of project participants and are not direg
measurable as they take place along
pipeline and are estimated based on def

emission factors. They are available from
IPCC and National Inventory Report pf
Ukraine 1990-2008. The emission factors
from the two sources vary significantly and

both sources recognize high uncertainty

their estimations. Figures provided there
th
[he

were taken from individual studies wi
remark that further research is required. T
country specific values provided

Ukrainian NIR were used for leaka
estimation as the latest, lowest and m
accurate. Calculation of the leakad
yielded a result that leakages from e:
source  production,
distribution are 237, 52 and 372 t &
respectively.

It should be noted that overall natural gas
production on Ukraine in 2006-2009 was
more than 20 billion tonnes annually. An
increase in the Donetsksteel demand for
natural gas of 3881 thousand amnually is
too small to influence the amount of natu
gas produced, transmitted and distributec
Ukraine. Therefore, the project will not leq
to the increase in fugitive emissions of
GHGs. With regard to impossibility of

direct measuring of leakages by the proje

tly

je
ore

ach
transmission  and

ral
1in
ad

m.
trol

the
ault

of

n

es

participants; unavailability of emission
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factors estimations with low uncertainty

levels; as well as insignificant volumes of

the leakages compered to overall fugitive

emissions from oil and natural gas in

Ukraine (661 tonnes of GQ) versus 23 244

570 tonnes of C&,), it was decided to

neglect leakages in calculation of emissian

reductions of the proposed JlI project. The

leakages calculation file was submitted tqg

AlE.
CL3 B.2.6 In order to ensure higher accuracy tHerovided evidences confirmed accuracy and
The most information is based on original data B.2.9 review of the data used for calculation waslues for leakage. It is DNV opinion that
from Donetsk and only values are presented injthe g 5 1 undertaken. As a result, data in summacpnclusion about neglecting is correct.
PDD without proper evidencing. B.2 12 tables of Section B (pages 16-19) and in
The summary tables should be substantiated by " Annex 2 (pages 47-49) were correc eﬁhe CL is closed
primary evidences. according to the monthly reports on fue ’

consumption and electricity generatipn

balances used as primary source | of

information. The copies of the balances for

2007, 2008 and 2009 were provided to the

AIE as sample evidence. Emissipn

reductions were recalculated accordingly
CL4 B.2.5 Form No 11 MTP “Report on ConsumptioriProvided arguments confirm conclusion|of
Following evidences for closing baseline B.5.1 of Fuel, Heat and Power” for 2007 wpplant, that this investment is high that|is
determination are requested: B.5.4 provided to AIE as evidence of annuglossible to provide by plant.
Increase on site electricity generation to fully B.55 electricity demand of the Plant which Jis
cover the Plant’s demand to exclude import — this about 450 GWh. The required installed, . ~ ic cjosed
scenario request construction of new CHP abolt B.5.8 capacity is 56,25 MW (8000 operation
50 MW to satisfy all plant requests, which means B.6.3 hours annually). The available post-
high investment cost, which is not feasible. The B.6.4 reconstruction capacity of 25 MW can
evidence about plant demand and investment ¢ost provide approximately 200 GWh (8000
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hours of operation annually). Based on thi

the  required additional electricit
generation capacity to cover the ove

Plant's demand is 31,25 MW. Installatipn

costs of steam turbines are 400-8
USD/kW, which means realisation of th
option required
million USD or 62,5-125 million UAH (in
2004, 1 USD was approximately 5 UAH
Besides, due to the fact that there would
no BFG available to fuel
capacities,

purchased fuel (natural gas preferably).

Information about the investment costs was
changed in Section B (page 15) of PDD
version 3.1 in accordance with the evidence

provided.
Addition to the answer (13.04.2011):

The data range for costs of condens
steam turbines (average of 600 (Q
USD/MW) is also provided by Energ
Solutions Center of Distributed Generati
Consortium as of 2004 which confirm t
general equipment costing for this type
technology.

investment of 12,5-25

the new
this option also has high
operation costs because of the expenses on

S,

y
all

00
is

).
be

ing
00
y
on
he
of

CL5
The evidence that using BFG as fuel is not
common practice is requested.

B.6.4

Historically, utilization of BFG as fuel wa
avoided because of its high toxicity due
carbon monoxide content (about 289
With the low price for natural gas Iron a
Steel Works preferred to flare BFG to av(

sThe description in response is sufficien
tevidenced with links to individus
ojvebpages. All  provided evidenc
ndimultaneously demonstrate that utilizati
pidf BFG is not common practice.
its

[=3

y

£S
on

health and safety risks associated with
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transportation. The situation changed withhe CL is closed.
the rapid growth of prices for natural gas|in
Ukraine when it increased six fold between
2006 and 2010.

There were no specialised studies on BFG
treatment undertaken for Ukraine which
could serve as direct evidence that using
BFG as fuel was not a common practicg in
Ukraine at the time of the project
implementation. However, declarations |of
the biggest Ukrainian plants about the plans
to switch to NG blends with BFG and CQG
can be considered as indirect evidences.
After the rapid growth of natural gas prices
this option was considered by the biggest
Ukrainian steel producers such as Alcheysk
Iron and Steel Works, Dneprovsky Iron and
Steel Works, Azovstal Iron and Stegel
Works, ArcelorMittal Steel Kryviy Rih.

However, these declared plans were
implemented only on two plants: gt
Alchevsk Iron and Steel Works and
ArcelorMittal Steel Kryviy Rih, where this
activity became a part of the registered and
determined under JI mechanism projects.

Thus, these cases cannot be considered a
part of the common practise according| to

the “Tool for the demonstration and

assessment of additionality” (Version 05.R).

In 2010 utilisation of BFG was stil
recognized as an effective energy efficiency
measure for Ukrainian metallurgical plants.
The relevant explanation was added| to
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section B (pages 21-22) in PDD version 3.1
CL6 A3.1 Operational lifetime: The operational lifetime, is evidenced |to
Evidences for operational lifetime are requested as C.1.1 Turbogenerator Nol which is a steard012 directly, which cover mostly crediting
well as more details for prior consideration (itsya turbine was installed and was firsperiod. The lifetime after this date is most
mentioned first propose of it in 2000-2002) commissioned in 1987. By applying th@robably. The expected lifetime extend
What is the age and residual lifetime of other default value of 25 years for techniggtrediting period, which is sufficient.
important equipment? Is there any demand for lifetime of steam turbines according [to
additional renovations? o _ “Tool to determine the remaining lifetimerne prior consideration is evidenced and in
(as a guide for the lifetime estimation is possible of equipment version 01 EB 50 Repokfe light of JISC answer is sufficient.
to use the “Tool to determine the remaining Annex 157, its remaining lifetime is 2 years
lifetime of equipment vers. 01 EB 50 Report (til 2012). However, the lifetime of th _
Annex 15) turbogenerator is expected to be extend&fe CL is closed.

based on conclusions of technical expertise
to be done in 2012. The copies |of
Conclusion of Technical Expertise and Act
on Acceptance of Equipment a
Modernization and Repair proving that
turbogenerator No 1 is in good state for
operation till the next expertise.

Boiler No 5 was commissioned in 1981.
The copies of Conclusions of Technical
Expertise (previous and current) were
provided to AIE as evidences of operatiopal
lifetime of boiler No 5 proving periodi
character of expertise and that it can|be
operated till 2% of March 2012, afte
which next expertise will take plage
extending operational lifetime for the next
65000 hours.

Demand for any renovations needed| is
determined by the periodic technical
expertise by results of which the foupd
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problems are corrected. Thus, for the
project equipment there is no need |in
additional renovations by the next expected
technical expertise in 2012.

Prior concideration:

According to the Answer provided by JISC
to DNV on the request of clarification
regarding the assessment of prior
consideration in JlI “there is no expligit
mentioning in the existing JI regulations
that prior consideration needs to e
demonstrated in JI”. Based on this |no
additional evidence on prior consideration
was provided to the AIE.

The project participants were aware |of
Kyoto Protocol in connection to the relatgd
activities undertaken by Zasyadko Coal
Mine management which was very active in
raising awareness about JI back in 2003
already, started their own project in 2004,
which in 2006 became the first in Ukraine
JI project to receive Letter of Approval.
The information of that project was
available through conferences, enefgy
efficiency journals etc.

CL7 A.l.2 The only potential source of leakage that he neglecting of the leakages is possible.

The leakage is neglected due to high uncertainty D.4.1 attributable to the JI project is increase| dhe amount of emissions represents

in determining of fugitive emissions from natural D4.2 fugitive methane emissions due to increae003% of emissions due extraction,

gas extraction, transportation, distribution and E31 of natural gas consumption for electricjtyransportation, distribution and

consumption. The evidences for this statementlare ~"" generation which took place as a resulf obnsumption on Ukraine. The arguments

requested. E.3.2 the project. Fugitive emissions happeand sources used for this presumption were
E.3.3 during production, transmission andound correct.
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distribution of natural gas through
Ukrainian national transportation systeMrpe cL is closed
These emissions are not under the control

of project participants and are not diregtly

measurable as they take place along |the

pipeline and are estimated based on default

emission factors. They are available from

IPCC and National Inventory Report pf
Ukraine 1990-2008. The emission factors
from the two sources vary significantly and
both sources recognize high uncertainty of
their estimations. Figures provided there
were taken from individual studies with
remark that further research is required. The
country specific values provided |n
Ukrainian NIR were used for leakage
estimation as the latest, lowest and more
accurate. Calculation of the leakages
yielded a result that leakages from each
source production, transmission and
distribution are 237, 52 and 372 t €O
respectively.

It should be noted that overall natural gas
production on Ukraine in 2006-2008 was
more than 20 billion tonnes annually. An
increase in the Donetsksteel demand |for
natural gas of 3881 thousand annually is
too small to influence the amount of natural
gas produced, transmitted and distributed in
Ukraine. Therefore, the project will not lead
to the increase in fugitive emissions |of
GHGs. With regard to impossibility of
direct measuring of leakages by the project
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participants; unavailability of emissign
factors estimations with low uncertainty
levels; as well as insignificant volumes |of
the leakages compered to overall fugitjve
emissions from oil and natural gas |in
Ukraine (661 tonnes of Gy versus 23 246
570 tonnes of CQ,), it was decided to
neglect leakages in calculation of emissjon
reductions of the proposed JI project. The
leakages calculation file was submitted| to
AlE.

Addition to the answer (13.04.2011):
Ukrainian National Inventory Report 1990-
2008 (NIR) is available from the hyperlink
provided under the footnote 19, this table
(http://unfccc.int/files/national _reports{a
nnex_i_ghg_inventories/national invent
ories_submissions/application/zip/ukr
2010-nir-22may.zip

CLS8 F According to  Ukrainian legislationpescription of situation related to EIA
EIA and their approval is requested as evidencg environmental impacts of a project are to|hgocess reflects now real situation as it was
for section F — the EIA was provided, the text ir analyzed in EIA which is a part of projectound during site visit. Simultaneously the
the section F should be revised in terms of documentation which receives approyglescription fulfils requirements related [to
situation (voluntary base etc.) after its integrated expertise. For thenvironmental impact for JI projects.

proposed JI project development of a united
project document was not necessary as| the _

project is constituted of modernization |of N€ CL is closed.
individual parts of an existing facility. The
project was implemented according |to
documentation  for its components
(replacement of condenser, installation| of
condensation pumps, upgrade of control
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system with installation of new monitoring
equipment, sensors and actuators etc.)
which are not subject for EIA. Therefore,| it
didn't go through the approval procedure
part of which is collection of stakeholdger
comments. The existing EIA covering the
overall activities undertaken at CHP-SAS
for its modernization was undertaken |on
voluntary basis as improvement under
Donetsksteel environment management
system (Donetsksteel is certified in 1SO
14001). The relevant explanation was
added to section F (pages 41-42) in PPD

version 3.1
CL9 G The existing EIA of Donetsksteel CHIPThe explanation of the EIA process for this
The stakeholders’ comments are obviously SAS which also covers modernization gngrojects covers explanation, that the
requested as part of EIA. It should be evidenced, reconstruction of its individual parts wastakeholders’ comments are not requested
that it is not requirement of Ukrainian legislation undertaken on voluntary basis [a® this case. The information is now cleafly
or explained the voluntary status in section G improvement under Donetsksteallescribed in the PDD now.
according to reality. environment management system

(Donetsksteel is certified in 1ISO 14001
Therefore, no formal requiremen
concerning collecting stakeholders
comments are applicable to the project.
However, news items about all significant
reconstruction plans are regularly published
on the Plant’'s web-page. Information about
project CHP-SAS Modernization Project
for BFG Utilization was also published and
is available online. It is also mentioned|in
the Environmental Management Plan and
Environmental Impact Assessment |of
Donetsksteel Export Subproject which were

Lt:)sl'he CL is closed.
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also publicly available throug
Donetsksteel official web page. The
relevant explanation was added to section G
(page 43) in PDD version 3.1

Table 4 Forward action requests

Forward action request

Reference
to Table 2

Response by project participants
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