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\ SECTION A. General description of the project |

‘ A.l.  Title of the project: |

Yuzhno Balyksky associated gas recovery project
Version 03, 28 September 2010

Version Date Nature of revision(s)

03 28 September 2010 Update of the venting
emissions formulas
Update of the monitoring
plan

A.2.  Description of the project |

The purpose of the project is to reduce associgésdflaring at the Priobskoye oil region operatgd b
Rosneft and to treat it in the Yuzhno Balyksky eotlon and gas processing plant (hereinafter rederr
to as YB-GPP), owned by JSC Sibur Holding.

The project activity consists of the installatioh @l necessary equipment to allow treatment of
associated petroleum gas (APG) that was previdweshyg flared.

After treatment and processing of the associatéwlpem gas (APG) the following products are sent t
market:

* Drygas;

¢ Liquid Petroleum Gas (LPG); and

e CzHg (Propane).

The project includes five main technical components
* anew separator;
e anew unit for dehydration;
e anew unit for cooling;
e a new unit for temperature adjustment and treatn@ntiatural gas to satisfy all the
characteristics required by the distribution opareand
* two new compressors for dry gas sent to the Gazpetmork.

In absence of this project activity, all the asateil gas would continue to be flared at the oitifieThe
gas recovery activity will lead to better utilisatiof scarce Russian energy resources.

The project will contribute to sustainable develgmioutcomes within the Khanti-Mansijsky Region of
Russia through the reduction of flaring, therebgueng local air pollution and other environmental
impacts associated with the combustion of natura. g~urthermore, it has made a significant
contribution to economic development outcomes withie region, in particularly during construction,
where up to 800 new jobs were created.

In addition to the significant reduction in @@missions, the project will also result in lowemnigsions

of oxides of nitrogen (N@, volatile organic compounds (VOCSs), and partitallmatter. The project
participants also propose to allocate 10% of thaskion Reduction Units (ERUs) produced by the
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project over the 2009-12 period to the accounhefRussian Green Investment Scheme (GIS), such that
proceeds can be reinvested into other prioritysareach as residential energy efficiency.

A.3.  Project participants:

JSC Sibur Holding (Russian Federation)
J.P. Morgan Ventures Energy Corporation (Unitedgdom)

‘ A.4.  Technical description of the_project |

‘ A.4.1. Location of the project |

The Priobskoye Oil Region is located in the Khawiéinsiyskiy Autonomous District of Western Siberia
in the Russian federation. The region occupiesraa af approximately 5,500 Krand is located along
both banks of the Ob River, 65 km east from thdridis capital city Khanti-Mansiyskiy; and is
approximately 100km west of Nefteugansk. The Pkope oil region is currently operated by OJSC
“NK “Rosneft” (Rosneft).

The YB-GPP itself is located in the town of Pyt-Yiakn the Khanti-Mansiyskiy Autonomous District,
approximately 50 km southeast of Nefteugansk amicegimately 170 km eastward of the Priobskoye
oil region.

Figure 1: Location of YB-GPP area
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Russian Federation

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

Khanti-Mansiyskiy Region

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

Pyt-Yakh is located approximately 50 km southeé&tedteugansk, 220 km east of the district’s cdpita
city, Khanti-Mansiysk.

A.4.1.4. Detail of physical location, including iformation allowing the unique

The terrestrial and UTM (Universal Transverse M&gecoordinates of the project activity are the
following:

Terrestrial coordinates
Yuzhno-Balyksky |Latitude: 60° 45' 26,5" N
GPP Longitude: 72° 49' 13,9" E

A.4.2. Technology (ies) to be employed, or measugt@perations or actions to be
implemented by the project

A general schematic diagram of the YB-GPP projgegrovided in figure 2 below.

Figure 2: General plant scheme
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Associated gas comes to the YB-GPP first sepanatora high pressure pipeline, with a length of
approximately 167 km, from the Priobskoye oilfieldhich is operated by OJSC NK Rosneft
(“Rosneft”). APG and condensate from the separaterdirected via commercial metering stations to
gas processing unit (GPU) No.2 (and to GPU No.lasafety bypass).

GPU No.1 was first commissioned in 1979. GPU Nodk wunitially constructed to process APG from
low pressure pipeline coming from the Mamontovskdayskoe and Pravdinskoe oilfields, which are
also within the region, for production of dry gasld PG.

The capacity GPU No.1 is 1.5 bin® per year. GPU No.1 includes two lines:
« Low temperature absorption with a capacity of 60ion m* per year; and
« Low temperature condensation with a capacity of @dBon m® per year.

Production capacity of GPU No.2 will be 1.5 billiom per year and, as mentioned above, it has been
designed to process APG gas coming specificallynftbe Priobskoye oilfield. Construction of GPU
No.2 commenced in April 2007 and it came into operaby the end of 2009.

GPU No. 1 is included within the project boundang @here is a physical bypass between Unit 1 and 2.
However, the bypass was installed as a safety measily to transfer gas from one unit to anothet an
trigger safety flaring as part of either routineim@nance, or if an APG overflow were to occur. &os
reason Unit 1 is not included within the projecsdie emissions.

To clarify, Unit 2 can receive associated gas ftbmlow pressure pipeline via the bi-pass, and Wnit
can receive associated gas from high pressureipgpeHowever this is only undertaken during
emergency conditions, and there are opportunitigadnitor this scenario. Documentary evidence from
site management has been provided to support this.

Gas processing is based on low temperature conitemg$aT C) with use of propane refrigerators (turbo
compressors ATP 5-5/3) and centripetal turbine (B2 UHLI).
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The LTC unit includes the following sections:
e LTC section with centripetal turbine;
* Propane refrigerators section;
« Section of heat-carried agent heating;
» Section of gas drying and drying of regeneratios @ging; and

The GPP produces the following products (pleassr teffigure 2):
* Dry gas which is routed to general directions dives:

page 6

— Cross-country gas-pipeline “Urengoy-Chelyabinsk’e@ted by OJSC “Gazprom” via

booster compressor stations (turbine drive compre#sC2-124/4/14-79 GTU);

— Local consumers (a plant operated by Rosneft, ¢tosee YB-GPP; the town of Pyt-Yakh);

— For internal technological use.

* LPG which is directed to storage tanks for furttiensportation to chemical plants; and

* C3Hg which is routed to general directions as follows:
— Local consumers;
— For internal technological use.
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A.4.3. Brief explanation of how the anthropogenic emissianof greenhouse gases by
sources are to be reduced by the proposed Jl projedncluding why the emission reductions would
not occur in the absence of the proposed_projectaking into account national and/or sectoral
policies and circumstances:

Flaring of APG is the current common practice iheBia, as can be easily seen from international
reports, satellite images and numerous other intigre sources of ddtalhe table below indicates also
that Russia flares more gas on an annual basisathaother country.

Table 1: Estimated flaring volumes from satellite @ta (source: GGFR, 2009).

Country Flared gas volume in billion cubi
meters (2008)
1 Russia 40.2
2 Nigeria 14.9
3 Iran 10.3
4| Iraq 7.0
5 Algeria 5.5

The main reason for this is the tremendous distabeg¢ween the location of the oil wells and demand
centres for natural gas, relative to the availgbiind price of mains gas, which means there tie lit
economic incentive to utilise APG. There is alsoloav population density, and insufficient
infrastructure, to accommodate capture and utiisatf the vast quantities of available APG.

Russian legislation does not forbid the flaringas$ociated gas. Therefore, in the absence of tibjegb
activity, the only feasible alternative would haween to continue to flare gas (for details seei@®ct
B.2). Anthropogenic emissions of GHG are decredsethe reduction of gas flaring at the oil wells,
which is made possible due to the gas recoveryraatinent at the YB-GPP plant.

The proposed project can contribute to changesituation thanks to the development of a new pigeli
and of the YB gas processing plant. These initstiwill permit to receive new relevant volumes of
APG, thus avoiding their flaring and consequertily telease of CQOnto the atmosphere.

! World Bank, Global Gas Flaring Reduction partnerspipsentation to SMI Flare Gas Forum, London, Faly;.2010
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Photo 1: one of the hundreds of flaring in Khanti-Mansiyskiy Region of Russia (Source: ERM,
November 2009).

Length of the crediting period: 4 years

Year ER (£029
2009 1877 343
2010 2 587 833
2011 2 587 833
2012 2 587 833
Total 9 640 842
Annual average 2410 210

A.5.  Project approval by the Parties_involved

Upon completion of the Determination of this PDBe tProject Participants will submit this project fo
consideration by the Carbon Units Operator of thisdan Federation, OAO Sberbank, in accordance
the procedure required under Resolution 843, fental release of a Host Country Letter of Approval
(LOA). It is expected this will be obtained in QQ1D.

Following receipt of the Host Country LOA, the Rrcj Participants will submit for a Buyer Country
LOA from the Designated Focal Point of the Uniteiddtlom (or another Annex | government under the

UNFCCCQC), in accordance with the Track 1 procedufeAdicle 6 of the Kyoto Protocol, Joint
Implementation.
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SECTION B. Baseline |

‘ B.1. Description and justification of the baselineehosen: |

The project activity is developed based on a Jrr@gh — as mentioned in chapter 11 of JISC/EB
guideline of criteria for baseline setting and ntering (version 02, 18JISC meeting). This PDD uses
part of the CDM approved methodology AMO009 Versi&: Recovery and utilization of gas from oil
wells that would otherwise be flared or vented.

This approach is in accordance with Paragraph Bflhe Jl “Guidance on criteria for baseline seftin
and monitoring - Version 02", which refers to “Reof participants that select a JI specific apprbach

This methodology is used in combination with théoiwing tools: AM_Tool_03 “Tool to calculate
project or leakage CO2 emissions from fossil fusinbustion” (version 02); AM_Tool_05 “Tool to
calculate baseline, project and/or leakage emisdi@m electricity consumption” (version 01).

The description and justification of methodologiegiproach of the AM00Q9 for the baseline and the
project emissions and the monitoring are as follows

“The methodology is applicable to project activitihat recover and utilise associated gas from oil
wells that was previously flared or vented”

Project activity meets this applicability critericmssociated gas from the oil well was previoukdyed.
Only APG is transported via high pressure pipefioen identified oil wells as per purchase agreement
between Rosneft and Sibur on Associated gas sugpl§000695/1265D dated September 30, 2005
valid until December 31, 2006 and Addendum No.CHI)800606/1264D-006 dated January 21, 2009
valid until December 31, 2009.

“Associated gas at oil wells is recovered and tpamded to: a processing plant where dry gas, ligeebf
petroleum gas (LPG), and condensate are produced/ax an existing natural gas pipeline without
processing”

The proposed project activity involves recoveryas$ociated gas from oil wells and then routinghef t
same gas to a gas processing plant for separafiocormdensate, dehydration, compression and
transportation of the dry gas through the pipeline.

“All associate gas recovered comes from oil wellattare in operation and are producing oil at the
time of the recovery of the associated gas.”

All associated gas recovered under the Projectvigtcomes from the Priobskoye oil region, which
started its oil production in 1988 and is still ogeng as indicated in the APG Purchase Agreeméot.
clarify Unit 2 can receive associated gas fromltive pressure pipeline via the by-pass, and Uniai c
receive associated gas from high pressure pipdhoeever this is only undertaken during emergency
conditions, and there are opportunities to morth@ scenario.

“The recovered gas and the products (dry gas, LA@E aondensate) are likely to substitute in the
market only the same type of fuels or fuels wigihéii carbon content per unit of energy”

The products (Natural gas, LPG, and Propane) wilkstute the same fuel as they are the lightest
hydrocarbon fuels and users are tied to these flugddo technological choices (power production,
heat production, road transport, etc.) Dry gas elldirected into the pipeline network operated by
OJSC Gazprom. LPG will be used for further procegsind production at a nearby chemical plant -
LLC Tobolsk-Neftekhim.
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Part of the dry gas goes to a Rosneft plant atldet®yt-Yakh City. LPG was the fuel used by the
Tobolsk-Neftekhim plant before the commencemenhisf Project.

“The utilization of the associated gas due to thajgct activity is unlikely to lead to an increaskfuel
consumption in the respective market”

The project activity production of dry gas is abOu8% of the gas production of the main Russian gas
producer, OJSC Gazprom, which was 549.7 billichinm2008 (Source: Gazprom Annual report 2008)/
Therefore this will have no impact on dry gas marke absence of this Project Activity, any demand-
supply gap will be met through natural gas supptigdJSC Gazprom to the region. Hence, the Project
Activity, through the recovery and supply of natugas into the Gazprom network, is unlikely to
increase fuel consumption in the broader Russiakeha

Propane Production is below 0.00014% of the adlltptoduction at the YB-GPP:

Year Propane () Propane(%) Total Weight Eq.
of All Products All products(T)
2009 1125 0,00008% 1418 879 334
2010 2200 0,00014% 1537 502 059
2011 2200 0,00014% 1537 502 059
2012 2 200 0,00014% 1537 502 059

Note on AM0009, version 3.3, applicability: The glggropane production volume on YB GPP is less
then 0.5% of production of LPG on site, determibaded on conservative assumption. Moreover, the
Project Participants have chosen to use the Jbappr under which it would be entitled to include
Propane. (Ref: JISC 18 — Annex 2:” Guidance Ote@d For Baseline Setting And Monitoring”)

The absolute amount of gas marketed by this pragettdeed a small percentage of the domestic gas
market and is not expected to influence consumpti@nmy significant way.

“The project activity will not lead to changes (radiye or positive) in the volume or compositiorof

or high-pressure gas extracted at the productita’si

The Project Activity does not lead to changes & tblume or composition of oil or high-pressure gas
extracted at the Priobskoye oil region. The Profettivity consists of a standard gas treatment @sec
(comprising compression, cooling and dehydratiomhjch treats APG that was previously flared.
Moreover, as mentioned earlier (refer previous patiee Rosneft production plan is controlled by
reservoir physical formation characteristics antiretated to the project activity.

The project activity will not influence the phydipaoperties of the APG and will not alter produsti
by Rosneft. The Rosneft production plan (and AP@position) is dependent on reservoir physical
formation and not anything related to this projectivity. The volume of oil extracted - and therefo
associated gas recovered - depends on market derfangetroleum products. Changes in the
composition of the oil and APG depend entirelylmduality characteristics of the reservoir.

“Data (quantity and fraction of carbon) are accdds on the products of the gas processing plant and
on the gas recovered from other oil explorationilfdies in cases where these facilities supply

recovered gas to the same gas processing plant”

The gas is supplied to YB-GPP from two main sourdéde first is a high pressure pipeline supplied

from Priobskoye oil region. The second one is @seof low pressure pipelines, which are supplied
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with gas from other oil exploration facilities, naly the Mamontovskoye, Mayskoye and Pravdinskoye
oil fields. Data regarding the gas recovery forbsdurces of supply will be accessible from thelitgc
itself. The quantity, composition and carbon fraetof the gas recovered will be monitored when the
proposed project is implemented.

“No gas coming from a gas lift system is used leyRIpject Activity”
The Project Activity does not make use of gassifitems.

“Finally, the methodology is only applicable if tigentified baseline scenario is the continuatidrihe
current practice of either flaring or venting ofetfassociated gas”

Without this project activity the “business as ussaenario is to continue flaring as has been done
the past years. The flaring of gas, while a losa ofatural resource, is the most reasonable ecanomi
option for the operator (for more detail pleaseréd next Section).

B.2.  Description of how the anthropogenic emissiors greenhouse gases by sources are
reduced below those that would have occurred in thabsence of the JI project

The anthropogenic emissions of GHG are decreasedebgirastic reduction of the gas flaring at tHe oi
wells thanks to the gas recovery and treatmeriiealYB-GPP. Therefore, in the absence of this Ptojec
Activity, the only plausible alternative would habeen to continue flaring the gas (option 2 of the
following).

The additionality of the proposed JI Project Adyvis assessed by following the stepwise procedure
specified in AM0009:

Step 1: I dentify plausible alternative scenarios
AMOO00Q9 lists seven options by which associatedigdikely to be treated at oil fields. These opton
and the relevance to this project activity are:

Option 1: Release of the associated gas into theraisphere at the oil production site (venting)
Venting in such quantities would be extremely daags both to the workers due to the likelihood of
explosion at the risk of life and for environmerttahklth by inhaling methane and other gases. Vgntin
of methane, indeed, would create, by a large avfleragnitude, more GHG emissions than flaring.

Option 2: Flaring of the associated gas at the ofiroduction site

Gas flaring was the current practice at Priobskmgion before the implementation of the project
activity and represents the “business as usualé.chitional Authorities tried to encourage the
utilisation of previously flared gas (if it couletdd to economical benefits). Dmitry Medvedev the
President of Russian Federation addressing theid®uparliament on 12 November, 2009, highlighted
the flaring of gas extracted alongside oil as ohéhe most important examples of inefficient use of
energy resourcesklaring is the common practice in Siberia. Iteégdlly permitted and is not subjected
to any penalty regime that would lead to implemantreduction projects. Continued flaring is
technically the simplest way of dealing with the@sdated gas and faces no barriers. It does nohviav
any additional investment and is the easiest anst mconomically option in absence of the project
activity.

Option 3: On-site use of the associated gas for pewgeneration
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To use all the associated gas for power generatientrical turbines of approximately 500 MW would
be required. To operate this type of facility tbperator should be in compliance with strict
requirements for technical and professional skillsich are applicable for electricity production in
Russia. Gas consumption for a 50MW Turbine on sgeillates between 7.96% (single cycle) and
5.36% (Combined Cycle) of the total APG supplied®-GPP. As a conservative assumption, we have
based our estimates on 10% for a 50MW plant, hancastallation with capacity near 500MW would
likely be needed to consume 1 billior of APG.

Option 4: On-site use of the associated gas for liefied natural gas production

The liquefaction of natural gas into LNG is usedevehpipelines do not exist to reduce natural gas
volume in order to make much more cost-efficientremsport it over long distances. Where moving
natural gas by pipelines is not possible or econahit can be transported by specially designed
cryogenic sea vessels or cryogenic road tankem.lifhefaction process involves, indeed, removal of
certain components such as dust, helium, water, tealy hydrocarbons and then cooling it to
approximately —163 °C.

Option 5: Injection of the associated gas into aniloor gas reservoir
Associated gas is sometimes injected into oil raBes to increase their pressure so as to enhaihce o
recovery (EOR).

Option 6: Recovery, transportation, processing andlistribution of the associated gas and products
thereof to end-users without being registered as 3 project activity

This is the proposed project activity. In this nueth associated gas will be recovered, treated and
transported to the consumers. However, implemamtadf this option without JI benefit is not an
economically attractive option as it requires sabséal financial, regulatory and other barriers avhi
would prevent the Project Participants from implativgy this alternative.

Option 7: Recovery, transportation and utilization of the associated gas as feedstock for
manufacturing of a useful product

The previously flared associated gas can be usddealstock to manufacture a useful product (e.g.
methanol, ethylene, or ammonia) although would iregprocessing at YB-GPP. It is noted that at the
YB GPP produces hydrocarbons, some of which aeftaikuse at other for Sibur chemical plants.

Step 2: Evaluate legal aspects
For each of the seven options specified above, tange with applicable legal and regulatory
requirements in the Russian federation is evaluated

Option 1: Release of the associated gas into thevaisphere at the oil production site (venting)
The release of the associated gas into the atmasphéhe oil production site is prohibited in

accordance with the Russian legislation (SafetyeRMo. PB 08-624-03 approved by Statement of
Gosgortekhnadzor No. 54 dated June 5, 2003). dgtisn is thus not further considered.

Option 2: Flaring of the associated gas at the ogroduction site.
Under current legislation in Russia, the flaringasisociated gas is not banned. Emissions from any

stationary air emission sources (i.e. stationamlmgstion of associated gas) are to be chargeddy th
relevant national and regional authorities. The @mof payments depends on volumes of air emissions

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



g{@ JOINT IMPLEMENTATION PROJECT DESIGN DOCUMENT FORM - Version 01 ovieee
N ~w

Joint Implementation Supervisory Committee page 13

which need to be agreed with the approving bodgalse if the amount of air emissions exceeds agreed
volumes, higher rates for charges will be appliealolr air emissions. Therefore payments for the air
emissions are economically preferable to invedtirgny other option.

Option 3: On-site use of the associated gas for pewgeneration

This option is found to be in compliance with matodg legislation and regulations in Russia.
Option 4: On-site use of the associated gas for liefied natural gas production

This option is found to be in compliance with matodg legislation and regulations in Russia.
Option 5: Injection of the associated gas into aniloor gas reservoir

This option is found to be in compliance with matodg legislation and regulations in Russia.

Option 6: Recovery, transportation, processing andlistribution of the associated gas and products
thereof to end-users without being registered as d project activity

This option is found to be in compliance with matodg legislation and regulations in Russia.

Option 7: Recovery, transportation and utilization of the associated gas as feedstock for
manufacturing of a useful product

This option is found to be in compliance with matodg legislation and regulations in Russia.

Step 3: Evaluate the economic attractiveness of alternatives

The project proponent has adopted a benchmarksisatyestablish that the proposed project actigity
financially additional. In the analysis the expelctaternal Rate of Return (IRR) — an indicator loé t
economic attractiveness of the project — is conmgpavih the company hurdle rate for approval of
similar kind of projects.

Option 1: Release of the associated gas into theraisphere at the oil production site (venting)

This option is not considered viable given the legaluation and the economical aspects were not
evaluated.

Option 2: Flaring of the associated gas at the ofiroduction site.

Flaring of the associated gas at the oil producsibe is the current practice, so the economicthisf
alternative will not be evaluated specifically. essing of associated gas is not common practitieesin
area; and has not been so historically. In the ©ional circumstances in which APG processing plants
are present in the region, such as YB-GPP unithi¢clwwas built in 1979, they have been installed fo
reasons other than economic performance. Up ungiearly 1990s, Russia was incorporated within the
Soviet Union, which employed a communist systeraafnomic management. Under such a system, no
IRR was calculated and no hurdle rate employed tlamdnvestment decisions were influenced by other
political and social parameters. It is not, therefglausible, to asset that the existence of leGawiet
GPP units represents that APG utilisation is compraictice on the basis of economic performance.

In the current period, as indicated in table 1 aggp7 of the PDD, Russia is still very much thedat
flarer of APG globally. Furthermore, the World Barikh a document prepared for the Global Gas
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Flaring Reduction Partnership entitledsing Russia’s Associated Gaasserts that “most of Russia’s
gas flaring takes place in the Khanty Mansiysk (Kafid Yamalo-Nenetsk (YN) regions of Western
Siberia”. The Project Activity is located in thedfi of these regions. It would be very difficutigtefore,

to argue that APG utilization is common practiceéhiis region.

The World Bank report, at the time of it publicatim December 2007, also stated that “Russian &der
law does not require APG utilization or limit gdaring. The government has announced plans to
legislate that oil producers increase their utilaa of APG to 95% by 2011, but has not yet introetl
specific legislation. Khanty Mansiysk (KM) and YarNenetz has established a 5% limit on gas
flaring, but allows operators to exceed it if tresn demonstrate that utilization is uneconomical.”

Since the report, Statement of government #7 (dated8 2009) was issued, stating that from 1 Jan
2012, the objective is that oil companies will uged for any APG flareabove 5% of current levels
However, it is not supported by any legislative haasm to limit or ban flaring. Furthermore, an
important factor that influences the relevancehos policy to the Project Activity is that the Statent
was released after the decision was made to upghad¥B-GPP with GPU-2; and construction of the
Priobskoye HP pipeline was completed.

The continuation of current practice is used as lthseline for determination of the economic
attractiveness of option 6 (Recovery, transpomatfmocessing and distribution of the associated ga
and products thereof to end-users without beingstegd as a Jl project activity). The outcomehaf t
economic analysis will thus provide evidence ofathof the options is most economically attractive.

Option 3: On-site use of the associated gas for pewgeneration

Construction of a 500MW power generation plant wéltjuire significant investment due to the site’s
remote location on a green-field site and signiftdengths of utilities (roads, electricity, pip®di etc.).
Taking into consideration extreme weather and coosbn conditions (swamp land, permanent frozen
ground) the capital expenditure is estimated tddagble that completed in a more urbanised area.

Based on the GGFRI Model-2003 for evaluation of Bawer Generation we see the CAPEX would be
4.7 higher than the current investment for Optio(P6oject Activity) hence the IRR would be much

lower and the project cannot be considered as edacatly feasible.
Invest- O&M O&M

ment % cost
per year
Scenario 1 Power production at the oil field and transmission of power to grid
Compression of gas bar (g) 10 Million USD 26,93 5% 1,35
Gas based power generation plant MW 700,5 Million USD 560,38 5% 28,02
Power transmission kilometers 200 Million USD 5,00 2% 0,10
Total Investment Million USD 592,30 29,47

Note that, for the same amount of gas, the GGFRIéMassumed an installed capacity of 700MW. The
equivalent for a 500MW project would be a CAPEXatatf USD 400 million, which would be three
times higher than the CAPEX of the project actiyaption 6).

Furthermore, Sibur, the project proponent, is nmoekectrical power company and has no knowledge,
nor licence, nor technical capability to installaimtain and operate such power station. In additio
Siberia is not populated and the needs for eléwtris low (less than 50MW in Priobskoye oil field)
hence the production of electricity locally wouldtrfind any end-user so the project could even be
considered financially.

Option 4: On-site use of the associated gas for liefied natural gas production
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The construction of liquefied natural gas (LNG)gwotion plant will require significant investmenied

to the site’s remote location on a green-field aiel significant lengths of utilities (roads, efesty,
pipeline etc.). Taking into consideration extremeather and construction conditions (swamp land,
permanent frozen ground) the capital expenditurexggected to be double that completed in a more
urbanised area. Additionally in the area, Gazpppelines for natural gas transportation are alyead
present and LNG production and transport is neitbehnically nor economically sustainable. This
cryogenic technology is not common and usually usedarger quantity of gas where a sea port is
available. Siberia has no sea port available tooexpNG. Road transport for LNG is a start-up
technology and is not common due to regulationh{gh boiling point gas and high pressure which
makes the cost of road transport unattractive g®genic level temperature (-163°C) must be
maintained at all time. Due to the above reasons dption is not considered technically or
economically feasible.

Option 5: Injection of the associated gas into aniloor gas reservoir

Reservoir characteristics of the Priobskoye oihaieveal that injection of associated gas woulafbe
marginal benefit in terms of improved oil recoveAdditionally, there is a system of water injection
which is commonly used in Siberia and economicatlyactive. Replacement of this well-established
system with a new separate system is thereforeoriidered technically and/or economically feasible
Thus, a stand alone basis associated gas injectitire oil reservoir is not considered and thisiapt
has not been considered for further assessment.

Option 6: Recovery, transportation, processing andlistribution of the associated gas and products
thereof to end-users without being registered as d project activity

Option 6 is the Joint Implementation Project AdiiviA clear fact pattern establishes that, in theesice
of revenues from ERU production, Sibur would notéhdecided to invest in the Project Activity.

Key milestones in the development of the Projedivity are listed below:

Date Milestone

30 Sept 2005 Agreement between Sibur and Rosnefteosupply of APG
(Document number: 0000695/1265D, dated September 2805 valid until
December 31, 2006 and Addendum No.CH0608/0006080-2®6 dated January
21, 2009 valid until December 31, 2009).

Year 2006 Feasibility Study for the YB-GPP comnussid and subsequently completed

30 August 2006 Sibur and Rosneft hold a meetindisouss advancement of the potential YB-GPP
redevelopment project. The meeting discusses qumsstirising from the feasibility
work ongoing and considers design of a new GPUdwhiould eventually become
GPU-2).
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In particular, the meeting concludes that:

(a) the YB-GPP should be designed to be capable ofpéinge3 billion cubic
meters of APG per annum

(b) Design parameters will be set to include a new G&Wblandle up to 1.5
billion cubic meters per annum to come from a nel pipeline (which
becomes the Priobskoye pipeline

(c) The remaining 1.5 billion cubic meters would beidsled via LP pipelines
from existing fields, but treated in the existindg®& which needs to be
upgraded

No formal or contractually binding commitments ge¢ made.

22 December Presentation made to the Sibur investment committddich makes reference to

2006 Joint implement and calculates a IRR of 22% (withHibenefits) and 26% (with JI
benefits). The meeting results in an ‘in principp@mmitment to GPU-2, but calls
for detailed design work to be completed and fa#ting to be undertaken.

First quarter Rosneft begins mobilization of equipment into th&olBskoye field for pipeline

2007 construction. It should be noted that, even thaufgbrmal commitment by the Sibur
investment committee had not been made at thig,pRwsneft perceived that such
a commitment was likely and needed to make thissaet as by April ice thaws in
the area and swamp lands return. This makes pysicass into the construction
area impossible for most of the rest of the year.

13 February 2007 Internal memorandum Karisalov-Koraderting the President to the development
of JI regulation in Russia and the potential fa&¢ ¥B-GPP project, still to receive
final investment approval, to earn USD 75-90 millim revenues via and ERPA
(Internal letter of Sibur No. 1689/1/Sr dated 130G2on JI investigation), as had
been stated and considered already in the 22 Dene2iB6 presentation.

4 April 2007 Final investment decision on the reglepment of the YB-GPP (Signed Minutes of
Sibur Investment Committee No.66 dated 4 April 2003 pecifically:

For stage One of construction, the following wasidied:
» Final approval for allocation of RRB 473 millionpjarox USD 15.7
million) to finance implementation the YB-GPP prcje
* Release of bridge financing to meet expenses il Apd May 2007
» Selection of contractors: ILF Rusland / Global Sé&mgineering

For stage Two of construction, the following wasided:

* Final approval for allocation of RRB 7.24 billioagprox USD 240
million) to finance implementation the YB-GPP dj

* Selection of engineering company: Nipigas Perabotka

* Selection of compressor supplier: Kazan Compreegsmh

16 April 2007 Contract let for the first stage ohstruction of the YB-GPP redevelopment (PK1)

22 April 2007 Contract let for the second stagecofstruction of the YB-GPP redevelopment
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(PK2)

25 June 2007 Sibur and Rosneft finally sign a formal MemorandofrUnderstanding to develop
the expansion of the YB-GPP as a joint venture. gimpose of the JV is to utilise
more associated gas to be supplied from Rosndi¢lds. It clearly describes the
dependent relationship between the constructicgheHP pipeline and GPU-2, and
contemplates a commitment from Sibur to make sicpmit expenditures. It is
common in Russia for signing of such agreementgiwdre prepared many months
in advance, and are in many ways symbolic of caupsr two parties intend to
develop, to occur after actual commitments have Inegde by parties.

15 January 2008 Sibur and Rosneft staff meet to discuss issuedectl®m the commissioning of the
Priobskoye HP pipeline. A number of technical issage noted by Rosneft staff at
the meeting related to the performance of the Bkioye compressor station, which
set out further work needed before any gas fromipeline can be accepted by the
YB-GPP. The minutes are signed by Rosneft staff.

October 2008 Sibur made its original approach ® mhmarketplace to seek a carbon finance
development partner in Q3 of 2008; refer lettenfrBresident of Sibur, Dimitriy
Konov. J.P. Morgan submits formal proposal on 24ddeber 2008.

January 2009 Following the 15 January 2008 technical meetinghmécal issues take time to be
resolved and full commissioning takes almost onar yater. First constant gas
flows from the Priobskoye pipeline into YB-GPP coamoe in January 2009. As
confirmed by Sibur chief engineer, some gas flowd dome through the
Priobskoye pipeline in late 2008, however this fa@stesting and commissioning
purposes only, not for commercial gas processing.

4 March 2009 J.P. Morgan presented due diligeng®rteto JSC Sibur outlining expected
revenues from ERUs over the period 2009-12 andnpatly beyond 2012 (subject
to continuation of JI beyond 31 December 2012).

May 2009 Sibur Investment Committee took notehef 8.P. Morgan due diligence report on
ERU revenues and launches competitive tender pso¢®inutes of Sibur
Investment Committee No.116 dated May 20, 2009).

June 2009 Sibur selects J.P. Morgan as carbondenpartner for YB-GPP project following
tender process. J.P. Morgan and Sibur commenceacbmegotiations for YB-
GPP.

2007 Economic Analysis

For investments within their core business areaRussia (petrochemical industry), Sibur’s practge

to adopt a hurdle rate of 25%. This is evidencechisyoric decisions made by the Sibur investment
committee, where projects at risk of yielding belthis benchmark are regularly rejected. The Ptojec
Proponent has provided details of five projectsclwhwere approved by investment board over a period
June 2007 to Sept 2008 with IRRs above the 25%lduate (the minimum being 26.3%)

Annex 6 includes the last economic analysis unélertdy Sibur in 2007 which was used to support the
final investment. The economic analysis showsttmatl| benefit was an important factor in ensuthrey
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project IRR was above the 25% benchmark. Spedyicdie IRR without JI benefit was calculated at
22.7 % and IRR of 27 % with JI benefit.

This information on the impact of the Jl was fipsesented to investment committee in 22 December
2006 (presentation provided by the Project Proppnehich states the IRR at 22% (without JI bengfits
and 26% (with JI benefits), the slight differenceing due to changes in input parameters between
December 2006 and April 2007. Information for #e®nomic analysis was derived from a 2006/2007
Feasibility Study by its engineering company (pded by the Project Proponent).

The economic analysis includes reference to StagedlStage 2: For clarification, generally Stage 1
relates to GPU No.1. However, it includes the feilty components of GPU No.2 and therefore these
aspects are included in the economic analysis:

» Separator which is installed right after HP pipeleoming from Priobskoye oilfield and

« Utilities for electricity supply.

Stage 2: comprises the following components of GL2

* anew unit for dehydration;

¢ a new unit for cooling;

* anew unit for temperature adjustment and treatmenatural gas; and
* two new compressors for dry gas sent to the Gazpetmork

The detailed calculation sheets for the 2007 IRRutation and associated sensitivity analysis with

respect to the capital expenditure and gas prieeappended in annex 6. The sensitivity analysis has
been performed for +/- 10 and +/-20% which are gheceived reasonable change in CAPEX market
price that can reasonably foreseen outside of amoaisis (see table below).

Change | IRR IRR with
Variable without JI | JI benefit
benefit
-20% 21.4% 25.6%
. -10% 22.4% 26.6%
Gas Prices +10% 24 4% 28.8%
+20% 25.4% 29.8%

The gas price sensitivity analysis demonstratets Without JI benefits, the IRR remains predomihant
below the hurdle rate for all scenarios, and alibeehurdle rate with Jl benefits for all scenarios.

Change | IRR IRR with
Variable without JI | JI benefit
benefit
-20% 27.3% 32.8%
-10% 24.8% 29.6%
CAPEX +10% 21.0% 24.9%
+20% 19.4% 23.0%

In the above CAPEX sensitivity cases (without Jhdfés consideration), the IRR are below the
benchmark rate for each case except CAPEX -20%. IRRe exceeds the benchmark for very case
except CAPEX +20%. On this basis, increased rea®rftom Jl are very important to providing
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necessary contingencies for fluctuations in possiBAPEX. Thus the sensitivity analysis further
supports the robustness of the financial analyisiseoproposed project activity.

For more detail please refer to annex 6.
2009 Economic Analysis

Given the amount of time since the investment dacjghe IRR has been re-calculated below as per
actual data on CAPEX, OPEX, project volumes and gases, to compare the voracity of the
assumptions made in the original economic analy$is.calculation has been undertaken on the bésis o
real data from 2007-2009 and in accordance with ritethodological tool on demonstration of
additionality. The IRR results without JI are evierther below the hurdle rate, adding support ® th
Sibur investment committee’s deliberations in M&)2. The JI benefits (in the mid-case) do not place
the project above the 25% benchmark, however, ERiErues continue to have a demonstrably
material impact on the project’s financial perfonoe.

Parameter Value
IRR without JI benefit 16.0%
IRR including JI benefit 21.5%

The detailed calculation sheets for the 2009 IRRutation and associated sensitivity analysis with
respect to gas price are appended in annex 6. artwtisity analysis has been performed for +/- 2@ a
+/-20% which are the perceived reasonable changeeémmarket price that can reasonably foreseen
outside of a major crisis (see table below).. Téresgivity analysis for capital expenditures haslveen
done as far all capital expenditures has alreadyenaad are known

Change | IRR IRR with
Variable without JI | JI benefit
benefit
-20% 5.1% 10.4%
. -10% 12.6% 18.0%
Gas Prices +10% | 19.4% 24.9%
+20% 22.7% 28.2%

In the above sensitivity cases with increased prigégth Jl benefits consideration), the IRR areat
exceed the benchmark rate. However, there is dhiégkhe gas price may fall and the project’sriicial
performance would be below the benchmark. On thisish increased revenues from Jl are very
important to providing necessary buffers and difieetion of income away from gas prices. Thus the
sensitivity analysis further supports the robusinet the financial analysis of the proposed project
activity. For more detail please refer to annex 6.

Option 7: Recovery, transportation and utilization of the associated gas as feedstock for
manufacturing of a useful product

Construction of a chemical production plant (forthamol, methane, etc) would require significant

investment due to the site’s remote location orreegfield site and significant lengths of utilitie
(roads, electricity, pipeline etc.). Taking intonsideration extreme weather and construction cimmdit
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(swamp land, permanent frozen ground) the capia¢mditure is expected to be double that completed
in a more urbanised area. In addition the statiowley be located long distance from its market and
require significant transportation of hazardousamals.

A budget estimate on the costs of this constructpepared by the Sibur engineering and financial
departments, is provided below:

Item

Dry Gas resourses, km3 p.a. 1664 000
Methanol output, t p.a. 1880 320
CAPEX, mm USD 818
ISBL CAPEX 584
OSBL CAPEX 234
WACC 0,174
Methanol Price, CPT Kaliningrad, USD/t 210
Transportation cost per t 146
Implied CAPEX per t 76
Opex per t 15
Profit Margin / (L0sS) (27)

This analysis demonstrates that the CAPEX is sétiaras greater than the Project Activity and, lfiert
the OPEX is not enough to yield an operational ipnwfargin. Hence this option is not considered
economically feasible.

In conclusion,option 2, which isflaring of the associated gasis the easiest and economically most
attractive option for the project proponent; hetitis optionconstitutes the baselingor the project
activity.

Of these seven options only option 2 (Flaring &f éssociated gas at the oil production site) atidrop

6 (Recovery, transportation, processing and digidn of the associated gas and products thereof to
end-users without being registered as a Jl projetivity) are found to be credible and realistic
alternatives to the proposed Jl project activithe3e two options will thus be further analyzed to
determine additionality.

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

The project boundary encompasses all new gas deiafestructure under the control of the project
developer and relevant for this project activity.

According toJISC 18 — Annex 2:” Guidance On Criteria For BaseliSetting And Monitoring”
“Project participants that select a Jl specificrapph may use selected elements or combinations of
approved CDM baseline and monitoring methodologiesapproved CDM methodological tools, as
appropriate, and are encouraged to use the mosttrealid version(s) of the methodologies chosen
when the PDD is submitted for publication on theRINCC JI website.”. The Project participant has
selected “An approach for baseline setting and todng developed in accordance with appendix B of
the JI guidelines (JI specific approach)” basedAd0009 with following deviations due to Russian
legal and JI Track 1 procedures”

AMO0009 methodology for CDM projects requires inetus within the project boundary of the wells
where the associated gas is recovered. For thjgopeal project activity, it is possible to demortstra
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that all the gas accounted for emission reductiatsus associated gas coming from a fixed soutoe (
Priobskoye oil wells) through a unique pipelineisTimformation can be also found in specific coatsa
which have been signed with the well owners to Esse delivery of the associated gas during the
period 2009-12. Hence the oil wells are not pathefboundary of the project activity.

Russian JI procedure for Track 1 requires thatpitogect proponent is the asset owner of the Project
activity —i.e. all equipments and/or land. (Statataf the Government the Russian Federation N8. 84
“On Measures to Implement Article 6 of the Kyotoofeicol to the United Nations Framework
Convention on Climate Change”): the project boupdsuset around the Sibur AG Processing Plant YB-
GPP and most specifically excludes Rosneft’'s higksgure pipeline that comes from Priobskoye Oil
field Flares.

Moreover Rosneft has no claim on JI project andvers its investment in the pipeline solely through
an Associated Gas Sales agreement with Sibur ®cgaing from Priobskoye oil field flares (Réhe
agreement between Rosneft and Sibur on Associaedupply No.0000695/1265D dated September
30, 2005 valid until December 31, 2006 and AddentilmCH0608/000606/1264D-006 dated January
21, 2009 valid until December 31, 2009

Consequently, project boundaries begin at the wfiehe Sibur Yuzhno Balyksky gas processing plant
(see the scheme in the figure below).
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Figure 3: Project boundary
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Using this scheme, all the project emissions dugatrecovery and compression inside the Priobskoye
pipeline will also be implicitly accounted due teetfact that the baseline excludes any APG recdvere
and used for compression within the Priobskoydieid itself.

Due to the length (167 km) of the high-pressurecing from Priobskoye oilfield to YB GPP the
Associated Gas is coming together with condengage rix of gas, heavy oil, partly gaseous phase
which make measurement physically inaccurate). Té$ prohibits providing correct measurements
before separation of the phases. Because of thednpilkases (gas and liquid or semi-liquid condepsate
of APG, it makes it impossible to measure accuydbelfore separation and, hence, the measurements
points Al (for APG) and A2 (for condensate) areated after separator. This makes it possible to
provide correct measurements of receiving volurés. separator does not incur any losses hence the
total coming in is equal of material going out —separation of heavier and lighter hydrocarbons
fractions.

The table below presents the gases and their soutttieh are included in the project boundary.

Table 2: Emissions sources included in or excludddom the project boundary

Source Gas Included? Justification/Explanation
Venting of associated gas (if |CO, NO Assumed negligible; conservative assumption
applicable) CH, |[NO Excluded based on the fact that venting oparot
applicable due to it is prohibited by Russian
legislation (Safety Rules No. PB 08-624-03
approved by Statement of Gosgortekhnadzor Ng. 54
dated June 5, 2003).; conservative assumption
N,O NO Assumed negligible; conservative assumption
Flaring of associated gas (if Co, YES Main source of emissions in the baseline
o |applicable) CH, |[NO It is assumed that flaring results in complete
£ oxidation of carbon in associated gas, resulting in
% a conservative baseline — ie no emission of CH4j non
s] oxidized.
N,O NO Assumed negligible; conservative assumption
Consumption of other fossil fugl€0, NO Recovered gas replaces an equivalent amount df
in place of the recovered gas |CH, NO natural gas or fuel with higher carbon intensity in
N,O NO the system with same or higher emissions from
combustion
Fugitive emissions from natural| CO, NO Recovered gas replaces an equivalent amount df
gas consumed in place of CH, NO natural gas or fuel with higher carbon intensity in
recovered gas N,O NO the system with same or higher emissions from
combustion
Fugitive emissions during CO, NO Assumed negligible
collection and transportation of[CH, |YES Included
the recovered gas N,O |NO Assumed negligible
Fugitive emissions from accidentsO, NO Assumed negligible
> CH, YES Fugitive CH emissions may occur if there is an
2 equipment failure in equipment transporting
< associated gas to the processing plant in the
g project scenario
5 N,O NO Assumed negligible
0 | Energy use for recovery, Co, YES Energy is produced from the recovered gas
transportation and processing df and/or the combustion of fossil fuels and import
the recovered gas of electricity from the grid
CH, NO Assumed negligible
N,O NO Assumed negligible
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Baseline was calculated in 2009.
Entity setting the baseline: J.P. Morgan Ventunesrfy Corporation.

\ C.1. Starting date_of the project

Starting Date of the Project Activity: April 2007
Starting Date for Monitoring & CreditingUanuary 2009

C.3. Length of the_crediting period

4 years
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| SECTION D. Monitoring_plan. |

‘ D.1. Description of monitoring planchosen: ‘

Sibur has a certified ISO 14001 environmental manmamnt system with detailed procedures for monitprotata keeping and storing, internal audit for
checking. All the environmental aspects are managedrding to the Sibur Environmental Policy, hattached as annex 4. The frequency of volume asd ga
composition measurements is established insidedbament “Schedule for analytic control of AG amdqucts of YB GPP”. Internal audits are periodigall
carried out to ensure the correct application @litpienvironmental standards. The main relevaatedures are here attached as annex 5.

The volumes are measured in standatdamit is used in Russia (§1m is the flow taken at 15°C and 1 atm (1,013 haF&r information, Nrithr is the
volume flow considered at 0°C and 1 bar (absoluté.noted that 20°C sometimes replaces 15°Cv€@ion can easily be made by using (P*V)/T = C.

The ‘ex-ante’ assumptions are as follows:

Baseline Emissions — as mentioned previously inp@raB, GPU No. 1 is included within the boundapcéuse it connected to GPU No. 2 via a bypass.
However, as this bypass is for safety purposes, timdyproject baseline encompasses only the APGngpitom the Priobskoye oil field and treated initLih

The APG coming from the Priobskoye pipeline andcpssed in the Unit 1 will be separately monitored aas, of course, been excluded from baseline
calculation. The points A3 and A4 are the meterswie bypass is used due to safety issues atah®@cessing Plant.

D.1.1.1. Data to be collected in order to monitoemissions from the project and how these data will be archived:

ID number Data variable Source of data Data unit Measured (miRecording frequency| Proportion | How will the Comment
calculated (c), of data to be | data be archived?
estimated (e) monitored (electronic/

paper)

Vpecozfossiffuels, 1 Volume of fuel gas used Electronic m m Continuous 100% Electronic

inside GPP monitoring system monitoring; daily
electronic storage

Vpecozfossiffuels,2 Mass of C3H8 used as| Operator’s tonne m Continuous 100% Electronic

fuel inside GPP measurement monitoring; daily
electronic storage
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D.1.1.1. Data to be collected in order to monitoemissions from the project and how these data will be archived:

ID number Data variable Source of data Data unit Measured (miRecording frequency| Proportion | How will the Comment
calculated (c), of data to be | data be archived?
estimated (e) monitored (electronic/

paper)

Vy Volume of AG coming | Electronic m’ m Continuous 100% Electronic

from old pipes monitoring system monitoring; daily
electronic storage

Va1 Mass of C3H8 Electronic tonne m Continuous 100% Electronic

produced by GPP and | monitoring system monitoring
director to market

Va2 Mass of LPG produced| Electronic tonne m Continuous 100% Electronic

by GPP monitoring system monitoring

Vg3 Volume of dry gas Electronic m’ m Continuous 100% Electronic

produced by GPP and | monitoring system monitoring; daily
directed to Rosneft and electronic storage
Pyt-Yakh city

Vg4 Volume of dry gas Electronic m’ m Continuous 100% Electronic

produced by GPP and | monitoring system monitoring; daily
directed to Gazprom electronic storage
pipeline

WpECO2fossilfuels, 1 Carbon content of fuel | Laboratory kgC/nt c Continuous 100% Electronic

gas used inside GPP | chemical analysis monitoring

WpECO2fossilfuels, 2 Carbon content of Laboratory kgC/nt c Continuous 100% Electronic

C3H8 used as fuel chemical analysis monitoring
inside GPP

Wy Carbon content of AG | Laboratory kgC/ni c Continuous 100% Electronic

coming from old pipes | chemical analysis monitoring

Wa1 Carbon content of Laboratory kgC/ni c Continuous 100% Electronic

C3H8 produced by GPP chemical analysis monitoring

Wap Carbon content of LPG| Laboratory kgC/ni c Continuous 100% Electronic

produced by GPP chemical analysis monitoring

Wa3 Carbon content of dry | Laboratory kgC/ni c Continuous 100% Electronic

gas produced by GPP | chemical analysis monitoring

and directed to Rosneft
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D.1.1.1. Data to be collected in order to monitoemissions from the project and how these data will be archived:
ID number Data variable Source of data Data unit Measured (miRecording frequency| Proportion | How will the Comment
calculated (c), of data to be | data be archived?
estimated (e) monitored (electronic/
paper)
and Pyt-Yakh city
Way Carbon content of dry | Laboratory kgC/ni c Continuous 100% Electronic Online Gas-
gas produced by GPP | chemical analysis/ monitoring chromatograph
and directed to Electronic
Gazprom pipeline monitoring system
ECo1 Electricity consumption| Electronic MWh estimated Not monitored 0% Electronic Cannot be
for compressors for LP | monitoring system monitored. Will
pipelines be taken equal
to zero (most
conservative
approach)
ECy All the other electricity | Electronic MWh e Continuous 100% Electronic

consumptions inside
GPP

monitoring system

monitoring; daily

electronic storage

D.1.1.2. Description of formulae used to estimatgroject emissions (for each gas, source etc.; emissionsiits of CO, equivalent): |

PE = PECH4,gas+ PECOZfossiIfueIs,1+ PECOZfossiIfueIs,2+ PECOZ,eIec

Where:

* PE = Project emissions in the period ((Q0©
*  PEchsgas= CH, emissions due to venting, leaks or flaring ofréxeovered gas during the transportation and prowps$ the associated gas (t¢D
e PEcozossifues, = CO, emissions due to consumption of fuel gas, use@Ply (tCQy);
e PEcozossifues 2= CO, emissions due to consumption gHgused by GPP (t1C£);
*  PEco2eec= CO, emissions due to the use of electricity for thikection, transportation and processing of the eissed gas (tC6J).
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CH, project emissions from venting, leak or flaringloé associated gas

m +m ~Mvons) 16 . 1
— carbonA carbonX carbonB
I:)ECH 4,9as mcarbonA E‘( Bl— B 21

(mcarbonA + mcarbonx 12 1000
With:
mcarbonA = mcarbonAl + mcarbonA2
mcarbonB = mcarbonBl + mcarbonBZ + mcarbonBS + mcarbonB4 + mcarbonPEfossiIfLeI,l + mcarbonPEfossilfLEl,2

Mecarbon, AL= VAl* Wearbon,, A1

Mecarbon, A2= VA2* Wearbon,, A2

Mecarbon, X= VX* Wearbon,, X

Mecarbon, B1= VBl* Wearbon,, B1

Mcarbon, B2= VBZ* Wearbon,, B2

Mcarbon, B3= VBS* Wearbon,, B3

Mcarbon, B4~ VB4* Wearbon,, B4

Mcarbon, PEfossiliuel, &= VPEfossiIfueI,l* Wearbon,, PEfossilfuel,1
Mcarbon, PEfossiliuel,Z VPEfossiIfueI,Z* Wearbon,, PEfossilfuel,2

Where:
*  PEchagas= CH, emissions due to venting, leaks or flaring ofrdxeovered gas during the transportation and prowps$ the associated gas (t&?
*  Mearbon, a1= Quantity of carbon in the recovered gas, measatr@oint Al in Figure 2 (kgC);
*  Mearbon, A= Quantity of carbon in the recovered gas, measatr@oint A2 in Figure 2 (kgC);
*  Mearvon, x= Quantity of carbon in the recovered gas, measar@oint X in Figure 2 (kgC);
*  Mearbon, 1= Quantity of carbon in g produced by the plant, measured at point Bl inféi@ (kgC);
*  Mearbon, 2= Quantity of carbon in LPG produced by the plamasured at point B2 in Figure 2 (kgC);
*  Mearbon, 3= Quantity of carbon in dry gas produced by trenphnd sold to Rosneft, measured at point B3garei 2 (kgC);
*  Mearbon, 4= Quantity of carbon in gas produced by the péantt sold to Gazprom, measured at point B4 in FiguieC);
*  Mearbon, PEfossifuel, = QuUantity of carbon in dry gas produced and umsethe plant, measured at pointddE fssifer, 4N Figure 2 (kgC);
*  Mearbon, PEfossifuel, = Quantity of carbon in g produced and used by the plant, measured at P&Hab, rossiuel AN Figure 2 (kgC);
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*  Va = Volume of the AG received at point Al in Fig@¢Smn);

* Va = Mass of the condensate received at point Adgare 2 (t);

+ Vyx = Volume of the AG received from other wells atrpcX in Figure 2 (Sm);

e Vg = Mass of the ¢Hg produced by the plant and measured at point Biguare 2 (t);

* Vg = Mass of the LPG produced by the plant and medasair point Al in Figure 2 (t);

*  Vgs = Volume of dry gas produced by the plant andvéetid to Rosneft and Pyt-Yakh city. Volume is meaduat point B3 in Figure 2 (Shn
» Vg4 = Volume of dry gas produced by the plant andvéetid to Gazprom pipeline. Volume is measured &t &% in Figure 2 (S);

e VPEco,, ossifuel = VOlume of dry gas produced and used by the praagsured at point RE;, fossiruer, 1N Figure 2 (Sr?‘);

e VPEco,, fossifuel, = Mass of GHgproduced and used by the plant, measured at pBiak Ryssiruer, 1N Figure 2 (t);

*  Weamon, a1= Average carbon content in the gas recovered at pdirin Figure 2 (kgC/Sh;

*  Wearbon, A2= Average carbon content in the condensates recoagnguint A2 in Figure 2 (kgC/t);

*  Weamon, x= Average carbon content in the gas recovered at poim Figure 2 (kgC/St;

*  Weamon, 81= Average carbon content in thgHg recovered at point B1 in Figure 2 (kgC/t);

*  Weamon, s2= Average carbon content in the LPG recovered attfi#2rin Figure 2 (kgC/t);

*  Weamon, 83 = Average carbon content in the dry gas recovergoiat B3 in Figure 2 (kgC/St

*  Weanon, s4= Average carbon content in the dry gas recoverg@aiat B4 in Figure 2 (kgC/St

o Wearbon, PECO2, fossilfuel T Wearbon, 83 = Wearbon, B4= AVerage carbon content in the dl’y gas recover@@iatPEcoz, fos'silfuel,lin Figure 2 (kgC/Sﬁ)
° Wearbon, PECO2, fossilfuel,z Wearbon, B1= Average carbon content in th@Hé recovered at pOimECOZ, fossilfueI,Zin Figure 2 (kgC/t)

Project emissions from the consumption of fossilksfu

Project emissions from the use of fossil fuelsthar collection, recovery, transportation and premesof the associated gas are calculated appiiméatest
approved version (02) of the “Tool to calculatejpcb or leakage CO2 emissions from fossil fuel costion”.
The calculation formula is:

PE;;, = ZFCL iy XCOEF,

Where:
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*  PEc,y = CG, emissions from fossil fuel combustion in YB-GPRidg the monitoring period (tCOZ2e);

* FG, = quantity of fuel type i combusted in YB-GPP ahgrthe during the monitoring period (mass or volumg);

» COEFR, = CG, emission coefficient of fuel type i in during thenitoring period (tCO2/mass or volume unit)

» i=Are the fuel types combusted in process j dythre monitoring period, with i=1=propane and i=Brdas, both combusted on-site.

The CQ emission coefficient COEIS calculated based on the chemical compositidghefossil fuel type. Consequently, for this pragactivity the
following formulae have been used:

I::’ECOZfossiIfueIs, I I:Cdry gas* COEFdry gas

PEcozfossifuets, = FCcang * COERc3ps

Where:
*  PEcozssifues, = CO, emissions due to consumption of dry gas, used®y (CO2e);
e PEcozossifuets, 2= CO, emissions due to consumption aHgused by GPP (tCO2e);
*  FGCieigas= Is the quantity of dry gas combusted in YB-GRP) (
e FCcang = Is the quantity of g combusted in YB-GPP ()
* COEFyy gas= Is the CQemission coefficient of dry gas (tCOZm
¢ COER:;ps = Is the CQemission coefficient of g (tCO2/t)

With:

COEFdry gas— Wearbon, B4* (44/12) * (1/1000)
Where:
* COEFy gas= CO, emission coefficient of dry gas (tQ/@F’);
*  Weaon 84= Average carbon content in the dry gas recover@oiat B4 in Figure 1 (kgC/Si

COEFC3H8 = Wearbon, Bl* (44/12) * (1/1000)
Where:
¢ COER;ug = CO, emission coefficient of §Hg (tCO,/t)
*  Weamon, B1= Average carbon content in thgHg recovered at point B1 in Figure 1 (kgCf/t).
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Regarding PEo2ssituels,1 and 3t has to be noted that a conservative hypothesseen assumed:
- The GPP treats AG coming from four pipelines, lly@ part of it is included in project boundaryGAoming from the new Priobskoye pipeline,
flows Al and A2); the other pipelines are old (deped 30 and 10 years ago) and have been indieat&ather oil wells” (measurement point X).
- To calculate Project Emissions due to the usee@lfdas inside the GPP (for compressors etc.), riagept proposed project uses a conservative
assumption considering PE deriving from all thd fjaes used inside the GPP.
- This is due to the fact that in real terms it im@$t impossible to distinguish between the fueluged to treat AG coming from the old pipeline and
fuel gas used to treat AG coming from the new one.

It has also to be noted that in the GPP a techfiarahg for safety reasons is present. Gas usethfe issue is the same fuel gas used for otherrnial GPP
uses (e.g. compressors etc.), and consequerglynibmnitored internally in Plssossifuels.1

Project emissions from consumption of electricity

The last version (01) of the “Tool to calculateddase, project and/or leakage emissions from al@gtrconsumption” has been used.
Scenario identified for this project activity is *gelectricity consumption from the grid).
The calculation formula of the tool is:

PEy., = ECy,;, xERy , x(1+TDL, )
]

Where:
*  PEc,= Project emissions from electricity consumptinryeary (tcody)
* EG;;,= Quantity of electricity consumed by the projactivity in yeary (MWh/y)
* EFg, = Emission factor for electricity generation irayg (tco/MWh)
* TDL,, = Average technical transmission and distributasses for providing electricity to YB-GPP in ysar

And for this proposed project activity:
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ECpy = ECy,- ECny

Where:
e EGCy,; = Electricity consumption for compressors for Lipgiines [MWh]
* EGCy, = All the other electricity consumptions inside XYAPP [MWh]

To estimate Ef ;, option A2.(a) of the above mentioned tool has hessu (default conservative value of LgMMWh)
The value of TDL is 20% (conservative assumptia@cpoading to the above mentioned tool.

Consequently, Pdz, ciecis estimated as following:
PECOZ,eIec= ECPJ * 1,3

Regarding PEo2eieq it has to be noted that a conservative hypothesdeen assumed:
- For the same reason explained above faioREsinels all the electricity consumed inside GPP will lse@unted for PE, except for electric compressors
used only for AG coming from the old pipelines ¢thimount of electricity is clearly identified an@mitored, point Eg).
- Asitis not possible to monitor the LP pipelin@snpressor electricity consumption &Jt is taken equal to zero. It is a conservatippraach as the
emissions related to ECO1 are not project emisdionsvill be taken into account.

D.1.1.3. Relevant data necessary for determining ¢hbaselineof anthropogenic emissions of greenhouse gasessoyrces within the
project boundary, and how such data will be collected and archived:
ID number | Data variable Source of Data unit | Measured (m), Recording frequency| Proportion gf How will the data be | Comment
data calculated (c), data to be archived? (electronic
estimated (e) monitored paper)
Va1 Volume of inlet AG from Priobskog¢ Electronic m° m Continuous 100% Electronic
pipeline monitoring monitoring; daily
system electronic storage
Va2 Mass of inlet condensates from Electronic tonne m Continuous 100% Electronic
Priobskoe pipeline monitoring monitoring; daily
system electronic storage
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ID number | Data variable Source of Data unit | Measured (m), Recording frequency| Proportion gf How will the data be | Comment
data calculated (c), data to be archived? (electronic
estimated (e) monitored paper)
Va3 Volume of inlet AG from Electronic m° m Continuous 100% Electronic
Priobskoye pipeline going via the | monitoring monitoring; daily
bypass to Unitl in case of safety grsystem electronic storage
emergency issues.
Vaa Mass of inlet Condensate from Electronic tonné m Continuous 100% Electronic
Priobskoye pipeline going to Unitl monitoring monitoring; daily
in case of safety or emergency system electronic storage
issues.
Wa1 Carbon content of inlet AG from | Electronic kgC/n? c daily monitoring; 100% Electronic
Priobskoe pipeline monitoring electronic storage
system
Wa2 Carbon content of inlet condensateg&lectronic kgCit c daily monitoring; 100% Electronic
from Priobskoe pipeline monitoring electronic storage
system
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BE = [ (Va1-Va3) * Wearbon,A1 + (Va2- Vaa)* Wearbona2 1% 44112 * 111000

da UNIT 1
Ad
BYPASS
UNIT 2
(PPROJECT ACTIVITY)
385 — A1
Condensate — A2
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The baseline setters do not expect YB-GPP to ws@3hand A4 during normal operation. Hence calootator VA3=VA4=0 in the baseline settings.
Monitoring verification will be able to verify ifrad how much the bypass has been used for safetyragrdergency.
Where:
e BE = Baseline emissions during the period y (O
* Va1 = Volume of the AG received at point Al in Fig@¢SnT);
* Va = Mass of the condensate received at point Adgare 3 (t);
* Va3 = Bypass Flow of APG that can be used for emengensafety purposes
* Va4, = Bypass Flow of condensate that can be usediiergency and/or safety purposes
+ W = Average content of carbon in the gas recovereoiat A1 in Figure 3 (kgC/Shy;
* Waz = Average content of carbon in the gas recovereadiat A2 in Figure 3 (kgC/t).
D. 1.2. Direct monitoring of emission reductions from the projec{values should be consistent with those in sectidh):
D.1.2.1. Data to be collected in order to monitoemission reductions from the_projectand how these data will be archived:
ID number Data variable Source of data Data unjt  Measured (fRecording frequency Proportion of How will the Comment
calculated (c), data to be data be
estimated (e) monitored archived?
(electronic/
paper)
Vpecozfossiliuels,1 | Volume of fuel gas used Electronic monitoring m’ m Continuous 100% Electronic
inside GPP system monitoring; daily
electronic storage
Vpecozossifiels,2 | Mass of C3H8 used as| Operator’s tonne m Continuous 100% Electronic
fuel inside GPP measurement monitoring; daily
electronic storage
Vi Volume of AG coming | Electronic monitoring | m® m Continuous 100% Electronic
from old pipes system monitoring; daily
electronic storage
Vg1 Mass of C3H8 produced Electronic monitoring | tonne m Continuous 100% Electronic
by GPP and director to| system monitoring

market
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D.1.2.1. Data to be collected in order to monitoemission reductions from the_projectand how these data will be archived:
ID number Data variable Source of data Data unjt  Measured (ffRecording frequency  Proportion of How will the Comment
calculated (c), data to be data be
estimated (e) monitored archived?
(electronic/
paper)
Vg2 Mass of LPG produced| Electronic monitoring | tonne m Continuous 100% Electronic
by GPP system monitoring
Vg3 Volume of dry gas Electronic monitoring | m® m Continuous 100% Electronic
produced by GPP and | system monitoring; daily
directed to Rosneft and electronic storage
Pyt-Yakh city
Vg4 Volume of dry gas Electronic monitoring | m® m Continuous Electronic
produced by GPP and | system monitoring; daily
directed to Gazprom electronic storage
pipeline
Wpecozfossifuels, 1 | Carbon content of dry | Laboratory chemical kgC/n? c Continuous Electronic
gas used inside GPP | analysis monitoring
Wpeco2fossifuels,2 | Carbon content of Laboratory chemical | kgC/t c Continuous Electronic
C3H8 used as fuel analysis monitoring
inside GPP
Wy Carbon content of AG | Laboratory chemical | kgC/n? c Continuous Electronic
coming from old pipes | analysis monitoring
Wa1 Carbon content of Laboratory chemical | kgC/t c Continuous Electronic
C3H8 produced by GPP analysis monitoring
Wagp Carbon content of LPG| Laboratory chemical | kgC/t c Continuous Electronic
produced by GPP analysis monitoring
Wa3 Carbon content of dry | Laboratory chemical | kgC/n? C Continuous Electronic
gas produced by GPP | analysis monitoring
and directed to Rosneft
and Pyt-Yakh city
Way Carbon content of dry | Laboratory chemical | kgC/n? c Continuous Electronic Online
gas produced by GPP | analysis/ Electronic monitoring Gas-
and directed to monitoring system chromato
Gazprom pipeline graph
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D.1.2.1. Data to be collected in order to monitoemission reductions from the_projectand how these data will be archived:
ID number Data variable Source of data Data unjt  Measured (ffRecording frequency  Proportion of How will the Comment
calculated (c), data to be data be
estimated (e) monitored archived?
(electronic/
paper)
ECo1 Electricity consumption| Electronic monitoring | MWh e Not monitored 0 Electronic
for compressors for LP | system
pipelines
ECo2 All the other electricity | Electronic monitoring | MWh m Continuous 100 Electronic
consumptions inside system monitoring; daily
GPP electronic storage

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

Emission reductions are calculated as follows:
ER=BE - PE - LE

Where:
« ER = Emission reductions;
« BE = Baseline emissions;
* PE = Project emissions;
e LE = Leakage emissions.

There are no leakages during the project actigi&e (next paragraph); consequently, the equatiorediEromes as follows:

ER = BE - PE
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Leakage

Changes in CO2 emissions due to the substitutidmetd at end-users

In order to evaluate leakages, AM0009 establishedsdllowing aspects to be assessed:
+  Whether the supply of additional fuels by the pcogctivity to the market will lead to additionalel consumption;

«  Whether the fuels of the project activity subsétiuels with a lower carbon intensity (e.g. if eétexty generation with the recovered gas subsgut
renewable electricity generation).

The project activity, through recovery and supgdlyatural gas, is unlikely to increase fuel constiampin the respective market. The absolute amotigas
marketed by this project is indeed a small peragntd the domestic gas market and is not expeotediience consumption in any significant way.

With regard to the second point it is likely thiaé recovered gas will substitute fuels with simdahigher carbon content per unit of energy. Geisbe used
in fact for the Russian domestic market which rgddy dominated by fossil fuels, while renewablergres are definitively marginal.

Consequently in YB project activity there are nakigges.

ID number Data variable Source of data Data unit Measured (m) Recording Proportion of How will the data be | Comment
calculated (c), frequency data to be archived? (electronic/
estimated (e) monitored paper)

n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

LE is equal to zero according to paragraph D.1.3.
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D.1.4. Description of formulae used to estimate dssion reductions for the_project(for each gas, source etc.; emissions/emission vetions in
units of CO, equivalent):

ER= BE - PE

Where:
« ER = Emission reductions;
« BE = Baseline emissions;
* PE = Project emissions;

information on the environmental impacts of the prgect:

General principles
The monitoring plan has been developed accorditiggdundamental principles of data accuracy, cetepless and consistence and is in compliance With a
requirements of the AM00OQ9.
All data management will be integrated in the alseexisting and certified 1ISO14001 environmentaitsgn of Sibur.
The operational and management structure whichmahitor the project activity is:
+ HSE Department,responsible for control and quality assurance td dad software (used for credits calculation) penesponsible for back up
archive of HSE recordings.
« Technical and Production Responsiblesesponsible for collection, elaboration, archive gaick transmission of HSE data to the HSE service

Data to be collected for the purposes of JI momitpmnclude parameters described in detailale no.3 TheTechnical and Production Responsiblavill
assure that all the data are opportunely recordddstored. He will also be responsible for sendimgnthly) an electronic copy of all collected dedaghe HSE
Service (as back-up).

The Technical and Production Responsiblevill also prepare a monthly report by thé"if each subsequent month. The report should aoatdeast all the
collected data, aggregated on a monthly basis lhodleulation necessary for ERU determination.
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The report will be used for quality assurance amtrol by the HSE Service which will undertakeradcessary consistency checks by tHedf%each
subsequent month.

The HSE Service will be responsible for qualityusasce and control of the software used to caleuwdstdits and for data conservation for at leastytears
after the end of the crediting period. During tlegification procedures all information will be maaleailable by the HSE service.

Data collection regarding gas and products (volymesipositions) is under the responsibility of Treichl and Production Department.

These data are collected using the “Automatic syste technological process control” and in somgesawith direct visual checking by operators. Tthese
data are transferred to the Technical and Produ@gpartment where they are electronically and Wéfd copies according the EMS procedures (25 years
and in any case for at least 2 years after theoétite crediting period.

Maintenance and calibration

Table 3: List of measurement devices

ID Name/description Model/Type Freq_uen_cy of Level _Of
calibration uncertainty
501/1, 501/2 Measurement of volume of gas | Orifice plates (Metran-43-F-Uh-DD; Metran-43-F-UHR}D Once per year 0.12%
from other wells ()
506 (540-08), | Automatic measurement system pfAutomatic measurement system/Gas meter SICK MAIHAK Once per year 0.5%
units FT 301 associated gas volume coming
and FT 302 from Priobskoe oilfield. The
system has two measurement lings
(Va1)
403 (537-08), | Automatic measurement system pfAutomatic measurement system/ CMF300 Once per year 0.25%
Units FT1 and | condensate volume coming from
FT2 Priobskoye oilfield. The system
has two measurement linesatV
and V)
506a (units FT | Automatic measurement system pfAutomatic measurement system/Gas meter SICK MAIHAK Once per year 0.5%
303x and FT associated gas bypass between
304x) Unit2 to Unitl. The system has
two measurement lines gY)
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ID Name/description Model/Type Freq_uen_cy of Level _Of
calibration uncertainty
Q444 and Electronic weight unit for ¢Hg VS-60AD Once per year 0.4%
Q444b produced by the plant gy)
558-08 Automatic measurement system|ohutomatic measurement system/ 2 Units of GMF-30) @mtroller Once per year 1.54%
mass of LPG produced by the OMNI-6000
plant (Vs,)
42 Measurement of volume of dry garifice plates (Metran-43-F-Uh-DD; Metran-43-F-UH}D Once per year 1.64%
directed to consumers gY)
301/a Automatic measurement system|ohutomatic measurement system (including chromagrdVS 205P | Once per year 0.1%
volume and quality of dry gas and Flo-Boss-407
directed to Gazprom @4)
40 Measurement of volume of dry gag orifice plates (Metran-43-F-Uh-DD; Metran-43-F-DH) Once per year 0.17%
directed to internal use
(VPECOZfossiIfueIs,).
145 Measurement of volume of dry gp& orifice plates (Metran-43-F-Uh-DD; Metran-43-F-D) Once per year 0.15%
directed to internal use
(VPECOZfossiIfueIs,).
444a Measurement of weight ofHd3 Electronic weight unit Once per year 0.4%
directed to internal use
(VPECOZfossiIfueIs.>
444v Measurement of weight ofldg Electronic weight unit Once per year 0.4%
directed to internal use
(VPECOZfossiIfueIs.>
SET-4TM.03 Electricity consumption for all thg Electronic monitoring system once per 10 years Accuracy class:
production site 0.2S
number
0112050121
SET-4TM.0308 | Electricity consumption for all the Electronic monitoring system once per 10 years Accuracy class:
production site 0.2S
number
03050823
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ID Name/description Model/Type Freq_uen_cy of Level _Of

calibration uncertainty

SET-4TM.0308 | Electricity consumption for all the Electronic monitoring system once per 10 years Accuracy class:

production site 0.2S

number

0104086045

SET-4TM.03 Electricity consumption for all the Electronic monitoring system once per 10 years Accuracy class:

production site 0.2S

number

0112052196
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D.2.  Quality control (QC) and quality assurance (QA procedures undertaken for data monitored:

Data Uncertainty level of data | Explain QA/QC procedures planned for these datayhyrsuch procedures are not necessary.
(Indicate table and (high/medium/low)
ID number)

QAJ/QC procedures are already in place due to tesgorce of an environmental management system (EM8)EMS follows 1ISO14001 standard and it is
independently verified by a third-part entity.

In addition, all the measurement devices of themtbal laboratory are calibrated and maintainedceoadance to Russian Federation legislation (cemté
N0.RU.0001.513991 valid until January 12, 2014esshy Federal Agency on technical regulation anttotegy)

Uncertainty Assessment:

Ref: JISC 18 - Annexe 2:” Guidance On Criteria For Baseline Setting And Monitoring”

“Project participants that select a JI specific approach may use selected elements or combinations of approved CDM baseline and monitoring methodologies or approved CDM
methodological tools, as appropriate, and are encouraged to use the most recent valid version(s) of the methodologies chosen when the PDD is submitted for publication on the
UNFCCC JI website.” The Project participant has selected “ An approach for baseline setting and monitoring developed in accordance with appendix B of the JI guidelines (JI
specific approach)” based on AM0009 with following deviations due to Russian legal and JI Track 1 procedures”

The levels of uncertainty of monitoring equipment are in compliance with Russian norm. It is demonstrated by certificates on yearly calibration and verification and certificate of
chemical laboratory No.RU.0001.513991 valid until January 12, 2014.issued by Federal Agency on technical regulation and metrology.
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| D.3. Please describe the operational and managemesttucture that the project operator will apply in implementing the monitoring plan:

Ji
[ Project Manager ]

J Maintenance and
Monitoring Team calibration

Inlet Gas and Dry Gas Export Measurement - On-lindive metering systems
All key meters required to determine GHG emissiand emission reductions will be monitored on aydadisis.
For the dry gas metering, flow rate is calculatethg an automatic measurement system which isdarsiry standard dedicated flow computer that categl

standard (normalised) volume flow rate.
The system on export gas to Gazprom'’s pipeline ¢cs@p an industry standard dedicated flow compthigrcalculates standard (normalised) volume flate r

with online gas chromatography.

The export gas which is routed to other consungem@ant operated by Rosneft, close to the YB-GR&tawn of Pyt’-Yakh) is metered with orifice plate
The composition of gas is updated on a daily fasia the gas chromatography analysis results peaviay local laboratory of GPP (certificate
No0.RU.0001.513991 valid until January 12, 2014asshy Federal Agency on technical regulation anttotugy). The results provide the molar compositio
of the different fractions of hydrocarbons, fromigihthe carbon content may be determined.

The report totals are transcribed to the Monthlpdteand from there to the JI Monitoring Report.
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Condensate
The quantities of condensate drained from the s¢paare being measured continuously by meandwbéne flow meters provided with totalizer.
The composition of condensate is updated on a tasys from the analysis results provided by |¢edabratory of YB-GPP.

Fuel gas for internal use.
The fuel gas is metered with orifice plates. Theposition of gas is updated on a daily basis frieengas chromatography analysis results providddda)
laboratory of YB-GPP.

Electric energy
A dedicated metering device is installed on thetiof GPP and before electrical compressor (wrsaxcluded from the project boundaries doe toalethat
it is used only for LP gas, outside project bouregr Weekly consumptions are reported in the Migri@eport and from there to the JI Monitoring Repor

Calculation of avoided emissions:

The data required to calculate baseline emissindgeoject emissions will be fed into a protectpoeadsheet which will calculate the emission redust
according to the formulae described in this PDDcess to the spreadsheet will be controlled. Theagigheet will include various checks and will bgutarly
audited to ensure it is operated correctly.

Quality control
Data will be compared from month to month usingdranalysis to show where parameters have desagadicantly from preceding or following values.
Any value identified as being unusual in this manmél be rechecked. Where preceding or followiradues are not available, references values masemn t
from published data, other similar plants etc. @wapriate.
All the quality control activities will be carrieaut in accordance with the following proceduresifrie Sibur ISO 14001 certified system:

- Corporate Standard for internal audit (CS SIBURdittd 2.12 — 2007);

Accuracy and calibration of instruments

All meters will be maintained to ensure a high lexfeaccuracy. The meter accuracies will be inctligethis procedure and steps taken to maintaisettevels
of accuracy. All key meters will be subject to ality control regime that will include regular m&nance and calibration. A record will be maintdine
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showing the location and unique identification nembf each meter, the calibration status of thaem@vhen last calibrated, when next due for cation)
and who performs the calibration service. Calilmatertificates will be retained for all metersilitwo years after the end of the crediting period.

All the Accuracy and calibration of instrumentsiaties will be carried out in accordance with flelowing procedures from the Sibur ISO 14001 dei
system: Corporate Standard. Monitoring (CS SIBURdg 2.10 — 2007)

Archiving of data
The monitoring team will archive data to a secure getrievable storage format on a periodic (e eekly) basis. Calibration records may be scanndd an
archived in an accessible electronic format.
These data will be then stored for at least 2 yaties the end of the crediting period.
All data archiving activities will be carried out accordance with the following procedure from 8leur ISO 14001 certified system:
Corporate Standard for document management anddsekeeping(CS SIBUR Holding 2.7 — 2007)
- Preparation of monitoring report
The archived / live data will be used to prepapeaodic monitoring report to be submitted for ¥ieation and issuance of ERUs. A standard formattie
monitoring report will be prepared prior to the sufsion of the first monitoring report.

Manual data recording system

The JI Project Manager will implement a manual datrding system to act as a back-up for the erdystem. This will involve completion of a daibgl
sheet that records flow meter readings at the stahe day (which is also the end of the previdag). Spot readings of other values (temperatuesspre of
gas, flow rate) will also be recorded periodicalhd at the times when flow meter readings are takeleast one set of manual readings will be tattieectly
from the meters each day, and used to check tldeadts in the control room.

These log sheets will act as a back-up for totalme combusted and as a mean of estimating otseneal data in event of a prolonged failure ofdhdine
system (prolonged failure consists of more thamrddterrupted hours without on-line monitoring).

Treatment of missing or corrupted data

Where data in the on-line system are corruptedissing whilst the plant is operating, missing dzda be estimated by taking the lower of the avevafjee
for the parameter in question in the hour befoeeeihror arose or the hour immediately after théesgsame on-line again. If there is evidence t@eagthat
both of these values are un-representative, thegedrom the previous 24 hours will be used.

The error will be recorded in the daily log shemd ¢he occurrence of the error will be investigaded rectified as soon as possible. If the ondiystem is
compromised for more than 24 hours, data will beunadly recorded.
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Audit function and management review

The Project Manager shall arrange for an audibhefmhanagement system periodically and at least jpeicgear. The auditor shall not be involved indiady
operation and, if necessary, may be sourced fradmréparty. The auditor will assess the implemgataof the monitoring procedure and the preparatib

the monitoring report. Audit findings and stepsaiako address findings will be recorded and revikinea Management Review meeting (convened at least
annually) at which time the effectiveness of theseedures will be reviewed and necessary changaemented.

D.4. Name of person(s)/entity(ies) establishing thmonitoring plan:
>>

J.P. Morgan Ventures Energy Corporation (Unitedgdiom)
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\ SECTION E. Estimation of greenhouse gas emissiondactions

‘ E.1. Estimated projectemissions:

Year PE (029
2009 588 804
2010 452 969
2011 452 969
2012 452 969
Total 1947711
Annual average 486 928

E.2. Estimated leakage

Year LE (Eo29
2009
2010
2011
2012
Total
Annual average 0

O©lolololo

E.3. The sum of E.1. and E.2.:

Year PE (029
2009 588 804
2010 452 969
2011 452 969
2012 452 969
Total 1947711
Annual average 486 928

E.4. Estimated baselineemissions:

Year BE (to29
2009 2 466 147
2010 3 040 802
2011 3 040 802
2012 3 040 802
Total 11 588 553
Annual average 2897138

E.5. Difference between E.4. and E.3. representirige emission reductions of the project
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Year ER (£029
2009 1877 343
2010 2 587 833
2011 2 587 833
2012 2 587 833
Total 9 640 842
Annual average 2410 210

page 49

E.6. Table providing values obtained when applyinformulae above:
Period Baseline | Project emissions Leakages | Emission reductions
No. From To BE [tCO2] PE [tCO2] LE [tCO2] ER [tCO2]

1 | 01-gen-0931-dic-09 2466 147 588 804 0 1877 343

2 | 01-gen-1031-dic-10] 3 040 802 452 969 0 2 587 833

3 | 01-gen-1131-dic-11] 3040802 452 969 0 2 587 833

4 | 01-gen-1231-dic-12] 3 040 802 452 969 0 2 587 833

TOTAL 11 588 553 1947 711 0 9 640 842
Annual average 2897 138 486 928 0 2410 210
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SECTION F. Environmental impacts

Please refer to Annex 7 (Environmental impact stulslysummary, the environmental impact areas and
measures to deal with these, as contained in titly,sare presented below:

Measures to prevent air pollution

To reduce pollution and ensure staff and local pespsafety the following measures have been
planned:

choosing the right technological process and egeigm

placing as much equipment as possible outside

highly automated processes with warning and emeygsignals, automatic protections and blocks
air control systems

utilization of all equipment according to supplespecifications

prevent violation of set technical parameters , itooimg operability of control and measuring
devices

monitor readings and serviceability of stationargide and outside gas concentration signalers
monitor operability of alarm and blocking systems

regular examination of equipment and timely repairs

remote disabling of pumps and refrigerators, ailes, locks to localize emergencies

As there are several buildings within 300 meteranpeter with ¢.400 residents, the plan includes
measures aimed at reducing the impact of hazaroissions for health of people living in the vityni
of the YB-GPP.

Compensatory measures can be classified into morgteehabilitation and technical:
monitoring health of local residents initiated hg plant on a semiannual basis
prevention of illnesses by giving free vouchersrtedical centres and sanatoria to all residents
within the 300 m zone (once a year)
during expansion of YB-GPP, a number of measuréseduce the impact of hazardous emissions
on local residents’ health by:
decommissioning the boiler (2Q09)
decommissioning two obsolete furnaces and replabiegn with new ones (2Q09)
minimizing the possibility of unplanned emissions launching a highly sensitive emergency
protection system (2Q09)
replacing old flaring equipment with new (2Q09)

Measures to prevent water pollution

To prevent potential pollution of surface and uggdeund water with sewage and liquid industrial
waste, the following organizational and technicebsures have been planned:

comply with technological parameters of core prdisuncand normal (accident-free) utilization of
structures and facilities
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placing facilities outside water preservation @rgizones

to ensure reliable operation of equipment, streéstuand water supply/sewage systems and
minimize water losses and emissions in case ofdants, backup equipment/facilities will be
installed

backup pipelines for timely disconnection of danthgeeas

measuring water consumption

strict compliance with set water consumption limits

construction of water treatment facilities

hydro-isolation of residue collector walls

construction of reservoirs for accumulation of egegicy sewage discharges

ensure there is hard floor and ledges in all sitesre emergency waste and sewage discharges are
possible

pumping emergency discharges back into production

careful control over all welded seams

using corrosion-resistant equipment and pipelines

anti-corrosion isolation of steel pipelines

electrical chemical protection of steel facilities

storage of waste in special sites

Measures to prevent soil pollution
minimize new land use by placing as many new f&edias possible within South Balyk GPC
territory
minimize quantity and intensity of emissions (deaes)
rational use of land when storing industrial wastensured by utilizing existing temporary storage
and waste disposal sites
equipment and facilities where sills are possibike lacated in concrete platforms with ledges at
least 0.15m high; surface water fro these platfdenxchanneled into industrial sewage system

Measures for preservation of flora
ban traffic beyond existing access roads
measures to reduce dusting
fire prevention measures
concreting of sites protecting soil and plants frgullution during potential spills and
technological platforms
maintain complete technical operability and impealikty of equipment
locating planned facilities mainly within YB-GPPdinstrial site
using emergency-proof processes and equipment
timely re-cultivation measures

Measures for preservation of fauna
minimize pollution of all elements of the envirormh€air, water, soil and plants etc) due to new
facilities
maintain complete technical operability and impealikty of equipment
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low noise level of new technological equipment

Measures related to waste storage/disposal
temporary storage in special site with hard flogriim metal containers
plastic bottles, paper, cardboard etc will be atéd in plastic bags each day and stored in metal
containers in special sites for temporary wasteagt®
no long-term waste accumulation
timely disposal of waste into sites agreed witlevaht authorities
hand over waste to licensed waste processing caggan
Control over temporary waste storage sites:
compliance with relevant waste disposal regulations
compliance with conditions of industrial waste eotion and storage
compliance with conditions of temporary waste gjerto prevent air, soil and water pollution
compliance with regularity of waste disposal anddiag over to third parties

Visual control over 5 hazard classes of waste idiclg compliance with storage and timely disposal
rules

The company has a program for environment monigoiinwaste storage areas. Measures to reduce
negative environments impact of waste storage/depo

compliance with waste disposal and utilization cactis

regular waste disposal

compliance with sanitary and hygiene requirememtsdste storage

regular sanitary treatment of the plant’s territory

timely regeneration of used lubricants, controleleof reservoirs and prevent spills and used oil

products

monitor technical status and operability of resess/ased to store waste

Estimated environmental impact of emergency sibnati

The assessment assumes worst-case scenario: eoyegE flaring from booster pump and pump
station and emergency shut-down of all machinergnefgency duration 15 min; gas emission
910.2m3/sec 134.4m high, flame diameter 9.5m, teatpes 19560C

Gas flaring produces nitrogen and carbon oxidest, soethane and benzpyrene (for quantities see tabl
below)
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Table
Pollutants Code MPC, mg/m3| Quantities

als tpa
nitrogen dioxide 0.200 39.306 0.0353
nitrogen oxide 0.400 9.387 0.00574
coot 0.150 736.991 0.6643
carbon oxide 5.000 6141.59 5.5274
methane 50.000 859.822 0.7738
benzpyrene 1.0E-06 1.965E-06 1.769E-09
Total - 7787.096 7.0056

To assess the impact of air emissions under theasice dispersion of pollutants was calculated o t

basis of the following assumptions and assumptsamgar to initial conditions indicated in sectidrl:
dispersion was calculated only for pollutants wheséssions will change due to the emergency

the calculations factored in emissions from botistexg and new facilities, and emergency flaring

to calculate dispersion 3500m x 3500m rectangléls &bOm interval were used

The calculations showed that due to an emergensgriace concentrations of any pollutants will reac

the maximum permissible level either within thenpleerritory or on the border with residential area

F.2.  If environmental impacts are considered signitant by the project participants or the

Please refer to Annex 7 (Environmental impact study
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SECTION G. Stakeholders comments

‘ G.1. Information on stakeholders comments on the project as appropriate:

There is no clear request from the Russian autbsrid carry out stakeholder consultation, northeee
clear quidelines on how such consultation shoulddvaed out. For this reason, the Project Pawditi®
have not consulted with Stakeholders on the cafinance elements of this project.
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CONTACT INFORMATION ON PROJECT PARTICIPANTS
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Organisation:

J.P. Morgan Ventures Energy Corpanati

Street/ P.O.Box:

125 The London Wall

Building: London Wall

City: London
State/Region: London

Postal code: EC2Y 5AJ
Country: United Kingdom
URL: WWW.jpmorgan.com

Represented by:

Title: Head of Environmental Markets Originatiorearope
Salutation: Mr.

Last name: Rossetto

First name: Daniel

Department: Environmental Markets

Phone (direct):

+44 207 777 1137

Fax (direct):

+44 207 777 9155

Mobile:

M: +44 7717 150 498

Personal e-mail:

daniel.x.rossetto@jpmorgan.com

Organisation:

JSC Sibur Holding

Street/ P.O.Box:

GSP-7, Moscow, Krzhizhanovskogbldl§. 1

Building: Building 1

City: Moscow
State/Region: Moscow

Postal code: 117997

Country: Russian Federation
URL: www.sibur.ru

Represented by:

Title: Head of Investment and Strategy Department
Salutation: Ms.

Last name: Pilipenko

First name: Evgeniya

Department: Hydrocarbon Feedstock Business Unit

Phone (direct):

+7 495 777 5500, ext 3800

Mobile:

+7 495 997 6693

Personal e-mail:

pilipenkoev@sibur.ru
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Annex 2
BASELINE INFORMATION

Please refer to the excel file “JPM - YB Sibur gblculations_rev.7.xIs”
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Annex 3
MONITORING PLAN

No methodological deviation from the Monitoring plaroposed in AM0009 version 03.3.
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Annex 4

SIBUR ENVIRONMENTAL POLICY

See attachment
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Annex 5

MAIN RELEVANT PROCEDURES OF SIBUR'S 1S014001

See attachment
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Annex 6

ADDITIONAL FINANCIAL INFORMATION

See attachment
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Annex 7

ENVIRONMENTAL IMPACT ASSESSMENT.

See attachment
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