JI DETERMINATION REPORT FORM (F-JI-DRep) - Version 01
(By submitting this form, an accredited independent entity requests the publication of a
determination pursuant to paragraph 33 of the JI guidelines in accordance with paragraph 34 of
the JI quidelines.)

Det Norske Veritas Certification AS

CMM utilisation on the Joint Stock Company “Coal
ompany Krasnoarmeyskaya Zapadnaya

Ne 1 Mine” (0105)

chemical industries. Donbass is one of the most hazardous regions of Ukraine in terms of environmental
pollution. The main contributor of methane emissions to the atmosphere is the coal industry. Methane
reserves in carboniferous deposits are estimated from 12 to 25 trillion m3.

Degassing of Coal Mine Gas (CMM) is an unavoidable occurrence of hard coal mining. In addition to
active coal mines there are also a lot of abandoned mines, which still emit CMM after mining. Even after
shut down mining activities, the CMM escapes over many years through open shafts, cracks and existing
degassing wells in the overburden directly or diffusely into the atmosphere. CMM mainly consists of the
harmful greenhouse gas methane (GWP 21), so that using of CMM becomes more important particularly
with regard to the world-wide consensus of reducing green-house-gas emissions.

1In this project, CMM from two suction systems and from drainage wells on the surface of the coal mine
“Krasnoarmeyskaya Zapadnaya Ne 17, should be utilised for heat and power generation and for flaring.
The coal mine “Krasnoarmeyskaya Zapadnaya Ne 1” has multiple shafts, two of which are fitted with
CMM suction systems, the Central Shaft and the Air Shaft Ne 2. Since October 2003, some quantity of
CMM is utilised in a modified boiler on the Central Shaft, as a first phase of the project. The main part of
CMM is not utilised and it is simply vented to the atmosphere. The main part of heat used by the coal
mine facilities is generated by coal fired boilers. All power is purchased from the Ukrainian grid.

In this project new cogeneration units and new flares should be installed and should be fired with CMM.
Furthermore CMM from drainage wells on the surface should be utilised for heat and power generation
and for flaring. For this purpose a new CMM pipeline should be constructed and should connect the
drainage wells on the surface with the Central Shaft and the Air Shaft Ne 2.

The new and the modified units are supposed to displace the main part of the heat generated by the coal
boilers and displace a part of the power purchased from the grid.

The determination scope is defined as an independent and objective review of the Project Design




Document (PDD) and other relevant documents. The information contained in these documents is
reviewed against the Kyoto Protocol requirements for Joint Implementation (JI) projects, the guidelines
for the implementation of Article 6 of the Kyoto Protocol (Decision 16/CP.7) as agreed in the Marrakech
Accords, in particular the verification procedures under the JI supervisory committee, and decisions
adopted by the JI supervisory committee.

The following documents have been reviewed:

CDM Executive Board, ACM0008 - Consolidated baseline methodology for coal bed methane
and coal mine methane capture and use for power (electrical or motive) and heat and/or
destruction by flaring"), Version 3, 22 December 2006

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

CDM Executive Board, Tool for demonstration and assessment of additionality, version 03

Letter of Endorsement Ne 973/10/3-10 dated 2007-02-02 from Ukrainian Ministry of
Environmental Protection

Emissions Trader ET Gmbh, PDD for the “CMM utilisation on the Joint Stock Company ”Coal
Company Krasnoarmeyskaya Zapadnaya Nol Mine” project, version 02 dated 17 December 2007
and version 04 dated 10 September 2008

Letter of approval by designated focal point of the Netherlands, 22 April 2008
Letter of approval by designated focal point of Ukraine, 22 February 2008
Emission reduction calculation — Excel Spreadsheet

IRR Analysis-Excel Spreadsheet

The following persons were interviewed

e Anatolij Ivanovi¢ Demé&enko - technical director and deputy director, Mine Krasnoarmejskaja
zapadnaja No 1, Krasnoarmejsk

¢ Vladimir Georgijevi¢ Pileckij - deputy director, Doneckstal, Doneck

e Vladimir V. Kasianov — director, Eco-Aliance, Kiev

o Adam Hadulla, Emissions Trader

The determination team consisted of the following personnel:

¢ MrOle A. Flagstad DNV Norway Team leader/CDM-validator
e Ms Yulia Zhukova DNV Russia GHG auditor

e MrDavid Creedy DNV China  Sector expert

e Mr Michael Lehmann DNV Norway Technical reviewer




The determination of the project commenced in September 2007. The determination consisted of the
following three phases:

i) a desk review of the project design documents

ii) follow-up interviews with project stakeholders,

iii) the resolution of outstanding issues and the issuance of the final determination report and
opinion..

The determination has been carried out in line with the verification procedure under the Article 6
supervisory committee, as well as, in line with determination process outlined in the Validation and
Verification Manual.

In order to ensure transparency, a determination protocol was customised for the project, according to the
Validation and Verification Manual. The protocol shows, in a transparent manner, criteria (requirements),
means of verification and the results from validating the identified criteria.

For further details please refer to section 2 of the Determination Report.

The PDD of 17 September 2007 (version 02) was made publicly available on JI’s climate change
website (http://ji.unfccc.int/JI_Projects/Verification/PDD/index.html) and Parties, stakeholders and
observers were through the JI website invited to provide comments during a 30 days period from 20
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Det Norske Veritas Certification AS (DNV) has performed a determination of the “CMM utilisation
on the Joint Stock Company ”Coal Company Krasnoarmeyskaya Zapadnaya Nol Mine™” project in
Ukraine. The determination was performed on the basis of UNFCCC criteria for Joint
Implementation and host Party criteria, as well as criteria given to provide for consistent project
operations, monitoring and reporting.

The review of the project design documentation and the subsequent follow-up interviews have
provided DNV with sufficient evidence to determine the fulfilment of stated criteria.

The host Party is Ukraine and the other participating Annex I Party is The Netherlands. Both Parties
fulfil the participation criteria and have approved the project and authorized the project participants.
By burning and utilising methane gas instead of passively venting it, the project results in reductions




of CH4/CO2 emissions that are real, measurable and give long-term benefits to the mitigation of
climate change. It is demonstrated that the project is not a likely baseline scenario. Emission
reductions attributable to the project are hence additional to any that would occur in the absence of
the project activity.

The total emission reductions from the project are estimated to be on the average 1 570 527 tCO2e
per year during 2008 - 2012. The emission reduction forecast has been checked and it is deemed
likely that the stated amount is achieved given that the underlying assumptions do not change.
Adequate training and monitoring procedures have been implemented.

In summary, it is DNV’s opinion that the “CMM utilisation on the Joint Stock Company ”Coal
Company Krasnoarmeyskaya Zapadnaya Nol Mine™” project in Ukraine, as described in the PDD of
8 May 2008, meets all relevant UNFCCC requirements for the JI and all relevant host Party criteria.
All requirements of Article 6 of the Kyoto Protocol and the JI guidelines and further relevant requirements

defined by the COP/MOP or the JISC with regard to determinations pursuant to paragraph 33 of the
JI guidelines are met:

2 Yes

g No

Ji PDD of the project
Written approvals by the Parties involved

H & H

Other documents:
® Determination report and protocol

O List of persons interviewed

O Any other documents (please list):
- Investment Analysis Krasnoarmeyskaya Zapadnaya Ne 1
- Excel Sheet - Total ERUs_ (Calculation of emissions reductions)
- Excel Sheet — Avoided CO2 emissions CMM




