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Part Ia.  Situation Analysis

A. Global Context

Methane (CH4) is a naturally occurring trace gas that is an integral component of the greenhouse effect. Methane is responsible for approximately 18 percent of the increase in anthropogenic radiative forcing since pre-industrial times (IPCC, 1995). Over the past 200 years, atmospheric concentrations of methane have doubled. Moreover, scientific evidence indicates that the concentration of methane in the atmosphere is continuing to rise.

The unique characteristics of methane, in particular, its potency, short life span and usefulness as an energy source, make a strong case for promoting strategies to reduce emissions from anthropogenic sources of this gas.  In fact, immediate actions to reduce methane emissions can produce substantial environmental benefits in a relatively short period of time.

On an annual basis, the greenhouse gas emissions due to the methane emitted into the atmosphere correspond to 2150 million metric tons of carbon equivalent (MMTCE) (IPCC, 1995).  About 70 percent of these emissions are from anthropogenic (human-related) sources.
  Worldwide, coal mining is responsible for about 8% percent of the anthropogenic emissions or about 172 MMTCE annually.  Russia alone is responsible for nearly 5% of all methane emissions from coal mining.
B.   National Context - Coal Mine Methane (CMM) Emissions and the Abatement Potential in Russia

In  1998, the total methane emissions from the Russian coal mining sector were estimated at 2.2 billion cubic meters (bcm) corresponding to the greenhouse gas emissions of 8.5 MMTCE. This is about 13 percent of the total national anthropogenic methane emissions and about 3 percent of the total Russian GHG emissions (based on the 100-year global warming potentials and excluding sinks). Close to 90 percent of all the coal mine methane emissions were produced in two regions: the Pechora Region and Western Siberia.

The sources of methane emissions in the coal mining sector include underground mining, surface mining, and underground post-mining. In 1998, 53 percent of these methane emissions were generated during underground coal production (= coal mine methane). The volume of coal mine methane (CMM) emissions in 1998(about 1.2 billion cubic meters are about 55 percent of 1990 levels. Of this amount, only 1-2 % is currently utilized, primarily at the underground mines located in the Pechora region. The rest is vented into the atmosphere. Estimated future methane emissions from underground mines, based on constant average emission factors and mid-range coal output forecast are equal to 1.8 bcm in 2010 and 2.4 bcm in 2020. 

By estimating that up to 50% of the current methane emissions could be captured and utilized as an energy source, the annual reduction based on the current emission levels could reach 0.6 bcm of methane or 3 MMTCE per year (including the additional GHG reduction benefits from methane utilization). 

The Kuznetsk coal basin is located in the southern part of West Siberia and its territory is almost entirely encompassed by the Kemerovo region, a major industrial center of Russia. The basin is a highly folded inter-mountain depression, which contains Permian and Carboniferous aged coals. Presently, 50 underground coal mines operate around the western periphery of the basin.  They primarily exploit coal ranging from High Volatile C Bituminous to Low Volatile Bituminous in rank. Underground coal in Kuzbass is produced by four major coal mining companies (Kuzbassugol, Prokopievskugol, Yuzhkuzbassugol and Yuzhny Kuzbass) and one separate private mine, Raspadskaia. Underground coal production in Kuzbass has grown substantially over the last three years. In 1998, underground mines in Kuzbass produced about 44 million tons of coal, while the 1999 production was equal to 50.2 million tons. According to the initial 2000 figures and to the recently released Russian Government Energy Strategy, an increase in coal production in the region is likely to continue for the next 10-20 years (MERF, 2000). 

Underground mining in Kuzbass liberates nearly 0.7 bcm of methane corresponding to the greenhouse gas emissions of 2.7 MMTCE annually. None of this methane is utilized. If coal production increases 50% by 2010, annual emissions will grow to 1.05 bcm. For verification, the total natural gas consumption by the Kemerovo region is currently 4.5 billion cubic meters (bcm) per year.

The Russian Federal and regional governments are starting to recognize that coal mine methane itself is a valuable energy resource. Measures to use coal methane as a fuel for boilers are listed in the environmental policy section of Russia’s Energy Strategy. Also, in October 2000, a partially state-owned natural gas monopoly RAO Gazprom negotiated with the Kemerovo regional administration for commercial-scale coal bed methane production from virgin coal seams. By 2010, production is expected to reach 17-20 billion cubic meters of pure methane, which would require investments of about $400-450 million. 

An ongoing coal industry restructuring and the expected increase in coal demand make the economic development of the coal-mining regions, including the Kuznetsk coal basin (or Kuzbass) a priority for the Russian federal and regional governments. CMM recovery and utilization projects are expected to promote local economic development by increasing employment and enabling increased efficiency and safety of mining operations. More efficient coal production and savings from methane use will also improve the profitability of coal mining. 

Despite the obvious advantages of and a supportive policy framework for improving the methane recovery and utilization in coal mining, there are a number of barriers that have so far prohibited any significant investments into methane recovery and utilization to take place. Some of these identified key barriers are: 

Institutional and Awareness Barriers Related to the Lack of Project Experience

Mines and coal mining companies in Kuzbass do not have experience in developing and implementing methane recovery and utilization projects involving external funding sources or technical service companies. Experience with methane utilization in other coal basins (e.g., in the Komi Republic, Kazakhstan, etc.) has not been followed in Kuzbass due to the absence of successful pilot/demonstration projects implemented by Kuzbass mines.

Barriers Related to Technical Support for CMM Recovery and Utilization

Typically, the coal mining companies do not have the time and resources to focus on new initiatives that do not directly affect their baseline production. There are also no specialized coal mine methane service companies in Russia that could be contracted by the mining companies to design and implement comprehensive coal mine methane recovery and utilization (CMMRU) projects. Local experts and engineers, who have good theoretical knowledge about coal-related processes, lack practical expertise in developing and implementing successful CMMRU projects. This lack of experience includes technical, financial and managerial aspects. The currently used drilling and degasification technologies are also not necessarily optimal ones from the methane utilisation point of view, but outdated technologies and practices are used. 

Barriers Related to Financing CMM Recovery and Utilization

Coal industry officials and mines operators view methane as a safety hazard rather than a valuable energy resource. The coal mines and coal companies are often willing to invest in improved degasification, but are reluctant to self-finance and operate methane utilization facilities.

Due to the overall underdevelopment of commercial lending institutions in Russia and the high perceived risks of financing projects in Russia in general, it is difficult to find feasible long-term financing for coal mine methane recovery and utilization projects. Individual mines and mining companies are generally unable to import modern methane recovery and utilization equipment due to their high costs and lack of low-interest loans. 

Barriers Related to the Lack of Measurement, Monitoring, Reporting, and Verification of GHG Emission Reductions

The implementation of coal mine methane projects for the purpose of reducing GHG emissions is hampered in part by the absence of technical tools and experience in measuring, monitoring, reporting and verifying the project-related abatement of GHG emissions. Due to this deficiency, Kuzbass coal mining companies are unable to assess the benefits of methane capture from the greenhouse gas reduction point of view.

Part Ib.  Strategy

The objective of the project is to create a viable market for and initiate otherwise the implementation of commercially feasible coal mine methane recovery and utilization projects in Russia.

The project is foreseen to reach this goal by:

i) raising the awareness of the management of the mining companies on the advantages of and possibilities for improved mine degasification and methane utilisation;

ii) establishing a specialized “Coal Mine Methane Recovery and Utilisation Company” to support the mines in developing, financing and implementing coal mine methane recovery and utilisation projects;

iii) implementing selected  demonstration projects so as to gain experience for their wide scale replication and to demonstrate their technical, economic and financial feasibility to the key stakeholders, including the management of the mines, the national and international financing organizations, public authorities and others;

iv) as applicable, building the capacity of the operating personnel of mines as well as other relevant stakeholders to install, operate and maintain the new technologies;

v) reviewing the existing legal and regulatory framework and making recommendations for its improvement so as to make it more supportive for coal mine methane recovery and utilization projects and for leveraging financing for them; and

vi) building the local capacity to monitor, report and verify the actual GHG reductions achieved.   

GEF resources will cover the incremental costs of removing the identified barriers to CMM recovery and utilization, including support for the implementation of the first demonstration projects. By building on the results of selected case studies, the overall GHG reduction potential of the first demonstration projects with the overall investments worth of USD 5-7 million has been estimated at up to 1.6 MMTCE over the next 15 years. With the requested GEF contribution of USD 3.1 million, the GHG abatement costs would thus come to less than USD 2 per ton of carbon equivalent (USD 0.5 per tons of CO2eq). 
In the absence of the GEF support, the removal of the barriers described above is not expected to take place or the process will be considerably delayed, resulting in the continuing practice of venting the methane from the coal mines into the atmosphere.

Recent assessments of the Russian Federation capacity to implement GHG abatement measures combined with lessons learned from specific CMM recovery and utilization projects in reforming economies emphasized the key role of institutional, financial and management support for project development and implementation. The importance of designing an appropriate and  sustainable approach to financing specific emission abatement measures cannot be underestimated in the situation when the Russian financial system remains underdeveloped. Likewise, even a technically and economically sound project is likely to fail without an effective and transparent management structure.

The utilization of the methane is expected to be mainly for the own use of the mines only, i.e. replacing the currently used coal for heat production and reducing the need for the electricity to be purchased from outside, which in the coal producing regions is mainly generated in coal fired condensing power plants. As such, the project is expected to reduce the GHG emissions in two ways:  By reducing the direct venting of the methane into the atmosphere and by reducing the amount of GHG emissions from the energy production associated with the mines’ energy needs. 
The Russian Federation ratified the UN Framework Convention on Climate Change on 28 December 1994 and, as an economy in transition, is eligible for GEF support. The project is fully in line with the national climate change strategy and action plan that have been developed in the frame of the UNFCCC. Beside the current Energy Sector Strategy, the improved utilization of coal mine methane is listed as one of the priority measures in the new Russian Energy Sector Strategy until 2020 that is currently under preparation.

In terms of cost-effectiveness, the GHG emission abatement costs of the project have been estimated at less than USD 2  per tons of Ceq reduced. For more details, see section Incremental Costs and Financing. 

Given the demonstrated interest in and strong support shown by the key project stakeholders (including the mines themselves) to the implementation of the suggested project activities, the likelihood of the project’s success can be considered as high. Several examples in other countries have shown that after overcoming the initial capacity, information and other barriers that the project is targeting, the improved degasification and coal mine methane utilization could become a standard practice for many mines in Russia. For more discussion about the project risks and sustainability, see the corresponding chapter in page 18. 
UNDP has worked in Russia since 1992.  As highlighted in the 2nd  UNDP/UNPF Country Co-operation Framework for the Russian Federation (2001-2003), the major challenges in the future in the environmental field lie in the implementation and enforcement of the existing policies and in the provision of adequate institutional and financial frameworks, among others, for effective pollution abatement and investments in energy efficiency. Within this framework, UNDP environment programs are also requested to address climate change mitigation and the abatement of greenhouse gas emissions as priority areas by promoting the introduction of more environmentally friendly and energy efficient technologies in the country’s fuel and energy sector and energy intensive industries and by promoting otherwise the more rational use of natural resources. 

Based on the analysis of the existing barriers and the specific characteristics of the sector to be targeted, the project is proposed to be structured under five main components. For a more detailed list of the envisioned project outputs and activities, see Annexes 2 and 3. 

Component 1:   Establishment and Capitalisation of the “Coal Mine Methane Recovery and Utilisation Company (CMMRUC)” 

To facilitate the implementation of the first demonstration projects and the continuing fostering of the market for coal mine methane recovery and utilization, a specialized “Coal Mine Methane Recovery and Utilisation Company” will be created. The business strategy of the company is envisioned to be somewhat similar to the Energy Service Companies (ESCOs) in the energy efficiency field, namely sharing the project risks and providing a “full service” to the client, without the need for the client to invest necessarily anything up-front. 

The company will approach the mines with a proposal to improve their current degasification practices and to facilitate the actual use of the methane as an additional energy source for the mines. The offer will be tailored to the specific needs of each mine and can range from only technical support for project design and implementation to the actual project financing. Concerning the latter, the most viable financing modality for the type of equipment to be procured (such as gas engines or new drilling equipment) is expected to be a leasing type of arrangement, for which relatively good experiences already exist in other business areas in Russia. It is also expected that upon successful completion of the first demonstration projects, additional financing for leasing activities can be leveraged through the equipment vendors and the credit institutions and guarantee agencies they are co-operating with. An overview of  CMMRUC’s  business strategy is presented in Annexes 6 and 7.

The activities to be implemented under this component of the project include, among others:

· Finalizing the legal form of the company;
· Finalizing the business plan for CMMRUC;

· Formal establishment of CMMRUC and hiring the staff;

· Procurement of equipment;

It has been estimated that the minimum capital needs for the company to get the business underway and to facilitate the implementation of the first demonstration projects (on a cost recovery basis) would be some 3.5 million US dollars. Of this amount, the GEF is requested to cover USD 1.5 million and the remaining USD 2 million would be shared with the interested national or international investors, including the mines themselves.  Until now, a letter of intent has been received from one of the leading mining companies in Kuzbass to co-finance the project with 101.5 million Rubles (approximately 3.3 million US dollars), of which a part can be used as an equity contribution for the establishment of CMMRUC. Other possible investors will be identified during the further preparation and implementation of the project.

Component 2:   Public awareness raising and training

As mentioned earlier, the coal mine methane is currently viewed as a safety hazard only rather than a valuable energy resource. As such, the outcoming air-methane mixture and its suitability for capturing and further use has not so far been an issue either. In general, there is still a lack of awareness and local experience on the modern coal mine methane recovery and utilization technologies and their benefits to the mines’ operations as well as to the environment. 

Given the above, it has been recognized that a significant effort is still needed to train and raise the awareness of the mines’ management and operation personnel, the personnel of the engineering/drilling companies that are currently assisting the mines in meeting their degasification needs as well as relevant regional and federal authorities on the modern approaches and technologies for underground coal mine degasification and methane recovery and utilization. By building on and co-operating with the other past and ongoing activities, the GEF support is requested for:

· organizing specific public awareness raising seminars and meetings;

· preparing and distributing public awareness raising and training material; 

· facilitating the exchange of information and experiences between the management and the operating personnel of the targeted Russian mines and the mines in other countries that have already implemented methane recovery and utilisation projects; and 

· technical and managerial training of CMMRUC staff.

· training of other key stakeholders on the development, marketing, financing, management and implementation of coal mine methane recovery and utilization projects.

Component 3:  Implementation of selected demonstration projects
There is currently no practical experience in Russia on the commercially driven coal mine methane recovery and utilization projects. In order to gain experience and to demonstrate the feasibility of coal mine methane recovery and utilization to the targeted key stakeholders, it has been considered as essential to implement selected, well defined demonstration projects. Beside the technical aspects, the projects should demonstrate new, innovative project implementation and financing modalities, which will not just be considered by the mine management as an extra burden to their “baseline” activities. As a mechanism for this, the establishment of a specialized Coal Mine Methane Recovery and Utilization Company is foreseen, as described earlier.

From the technical point of view, the demonstration projects are envisioned to deal with  i) the introduction of more effective drilling techniques for degasification of the mines, which  simultaneously would enhance the amount and quality of the gas to be captured, ii)  capturing and using the gas for heat production by converting the mines’ existing coal fired boilers and burners for dual fuel operation; and iii) using the gas for additional power generation in diesel motors, gas turbines or boiler plants to reduce the need for the electricity to be purchased from the outside.

The activities to be implemented under this component include, among others:  

· Finalizing the detailed technical, economic, and financial design of the selected demonstration projects;

· Conducting technical, economic, financial, environmental, and legal assessment of the selected demonstration projects;

· Finalizing the detailed contractual and financing arrangements for the implementation of the selected demonstration projects; and

· Facilitating otherwise the successful implementation of the projects. 

The CMMRUC and the mines concerned will sign a legally binding contract for the implementation of the projects, which explicitly will specify roles and responsibilities of each project participant. The final contracts will be reviewed and approved by the key shareholders of the CMMRUC in the framework of the Project Steering Committee or, as applicable, within the Executive Board of the company.

Component 4:   Reviewing and, as applicable, making recommendations for the changes needed in the existing legal and regulatory framework.

Despite the general policy support for coal mine methane recovery and utilization, there is a need to conduct a more detailed review of the existing legal and regulatory framework and to prepare a set of recommendations for the eventual changes needed. The issues to be covered should include technical safety standards and degasification requirements, gas ownership issues, possible tax and other incentives

Component 5:  Monitoring, evaluating and disseminating the project results and lessons learnt 

Throughout the project, a specific effort will be made to facilitate the effective monitoring and reporting of the experiences and results of the project, so as to provide a basis for lessons learnt and further replication of similar activities elsewhere. Beside the GHG reduction achieved, the reporting will also cover the institutional, technical and financial aspects.  
Part II. PROJECT RESULTS AND RESOURCES FRAMEWORK

	Intended Outcome as stated in the Country Results Framework: 

Improved capacity of national/sectoral authorities to plan and implement integrated approaches to environmental management and energy development that respond to the needs of the poor 

	Outcome indicator as stated in the Country Programme Results and Resources Framework, including baseline and target.

A central co-ordinating body for NSSD implementation is operational with high level of political support, participation of local authorities, civil society and the private sector.  The target for the outcome constitutes an enhanced national capacity at the federal, regional, and local levels to prepare, implement and coordinate the sustainable environment development strategy.

	Applicable Strategic Area of Support (from SRF) and TTF Service Line (if applicable):  

Goal G3:


Environmentally sustainable development to reduce poverty

SubGoal G3-SGN1: 
Sustainable environmental management and energy development to improve the livelihoods and security of the poor
SAS 02: 

Institutional framework for sustainable environmental management and energy development

	Partnership Strategy 

UNDP builds strong stakeholder coalitions to allow participatory implementation of environment protection and management programmes on a sustainable basis.  Such partnerships include UN Agencies, international funds, bilateral and multilateral organizations, Russia's national, regional, and local government bodies, national and international environmental NGOs, academic institutions and universities, local population and private sector.  In doing so, the CO launched donor meetings on environment and continues to act as an informal secretariat for these meetings.  On the programme level UNDP leads partnerships through Steering Committee meetings, stakeholder consultations, joint missions, etc.  

For the purpose of this project a Steering Committee will be established to provide overall guidance and support to the project implementation and to ensure coordination of the project with other coalbed methane initiatives in Russia. The Project Steering Committee will be chaired by the National Project Director (Ministry of Energy) and comprised of representatives of the GEF Implementing Agency (UNDP), Ministry of Economic Development and Trade, Ministry of Natural Resources, Regional Administration of the Kemerovo oblast, NPAF, the coal mining companies, and other relevant stakeholders. The main stakeholders have been identified during the PDF B consultations and activities in at the regional and federal level.

	Project title and number: 
Russia – Removing Barriers to Coal Mine Methane Recovery and Utilization
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	Immediate Objectives and Intended Outputs
	Indicative Activities
	Inputs 

	Immediate Objective 1: Establishment and capitalisation of the Coal Mine Methane Recovery and Utilisation Company (CMMRUC) and ensuring its sustainable operation 
	GEF
         $ 1,479,000

Co-funding      $ 1,670,000


         Including $70,000 in-kind

	Output 1.1
The company established, capitalized and the key staff hired.
	Activity 1.1.1 Finalizing the legal form of the company;
Activity 1.1.2. Finalising the business plan for CMMRUC

Activity 1.1.3.  Finalising the necessary legal and other documents for the establishment and capitalization of the company 
Activity 1.1.4    Recruiting the staff of the company following the standard UNDP recruitment proceedings



	Output 1.2 Ensuring the sustainable operation of the company during and after the end of the project. 


	Activity 1.2.1   Actively marketing the services of CMMRUC to the foreseen clients

Activity 1.2.2 Identifying and leveraging additional financing resources to finance CMM projects and the operations of the CMMRUC in the long term

	Immediate Objective 2:   Promoting the demand for methane recovery and utilisation projects and  building the capacity of  the local personnel of the CMMRUC and the participating mines to develop, market, finance, manage and implement the projects.
	GEF
$739,000

Co-funding
$275,000,


Including $50,000 in-kind

	Output 2.1:  Enhanced awareness of the key stakeholders (such as mine management, relevant public authorities etc.) on the possibilities for and benefits of improved degasification, methane recovery and utilization.
	Activity 2.1.1  Compiling and distributing public awareness raising and presentation material for CMM recovery and use   

Activity 2.1.2 Through personal visits and site presentations and, as needed, by organizing specific seminar(s), raising the awareness of the management and the operating personnel of mines on the possibilities for and benefits of methane recovery and utilization 

Activity   2.1.3    Facilitating the exchange of information and experiences between the management and the operating personnel of the targeted Russian mines and the mines in other countries that have already implemented methane recovery and utilisation projects 



	Output 2.2:  Trained personnel of the of the CMMRUC and the participating mines  to develop and implement CMM projects.
	Activity 2.2.1 Providing on-the-job and other training needed for the personnel of the CMMRUC to successfully market and manage its operations

Activity 2.2.2 Training the other key stakeholders, such as the participating mines, to develop and implement CMM projects 



	Immediate Objective 3: To demonstrate the feasibility of and gain experience for the implementation of  CMMRUC projects.
	GEF
-

Co-funding
$3,230,000


Including $30,000 in-kind

	Output 3.1 Legally binding contracts between the CMMRUC and the participating mines for the implementation of the first demonstration projects.
	Activity 3.1.1  Finalizing the detailed technical, economic, and financial design of the selected demonstration projects

Activity 3.1.2 Conducting technical, economic, financial, environmental, and legal analysis and due diligence of the candidate demonstration projects

Activity 3.1.3 Finalizing the detailed contractual and financing arrangements for the implementation of the selected demonstration projects

	Output 3.2  Projects commissioned and they operate on a recovery basis
	Activity 3.2.1       Supporting the installation, commissioning and implementation of the first demonstration projects

	Immediate Objective 4  Strengthening the legal and regulatory framework for making it more supportive for methane recovery and utilization.
	GEF
$130,000

Co-funding
$20,000 (in-kind)

	Output 4.1

A review report of  the effectiveness of the existing legal and regulatory framework in supporting CMMRU projects  
	Activity 4.1.1    Continuing the consultations and monitoring the further development and implementation of the proposed  demo projects so as to update the analysis of the institutional, legal and regulatory barriers faced

Activity 4.1.2     Compiling a report summarizing the identified institutional,  legal and regulatory barriers

	Output 4.2

Recommendations for the improvement of the existing legal and regulatory framework 
	Activity 4.2.1     Analysing the identified barriers within the existing legal and regulatory framework and making recommendations for their removal 

Activity 4.2.2     Elaboration of specific   incentives to promote the development and implementation of coal mine methane projects 
Activity 4.2.3      Submitting the draft program for the formal Government approval process


	Immediate Objective 5:  Documenting and disseminating the results, experiences and lessons learned 
	GEF
$348,000

Co-funding
$30,000 (in-kind)

	Output 5.1

A system in place to monitor and verify the GHG reductions achieved 
	Activity 5.1.1     By building on the experiences with the other climate change projects in other countries (GEF, JI and/or CDM), developing a Project Monitoring and Verification Protocol for monitoring the GHG emission reductions achieved with the suggested demo projects

Activity 5.1.2     Preparing the specifications for, procuring and installing the required technical equipment to facilitate proper monitoring of the projects

Activity 5.1.3     Training the operating personnel of the mines to compile and report the necessary information

Activity 5.1.4      Verifying the reported GHG emission reductions achieved

	Output 5.2
Project intermediate and final  evaluation reports
	Activity 5.2.1 Compiling and analyzing the experiences and lessons learnt from developing, commissioning and operating the first demonstration projects  

Activity  5.2.2   Conducting an independent project midterm and final evaluation

	Output 5.3

Dissemination of the project results through public media and, as applicable, by organizing additional seminars and workshops
	Activity 5.3.1      Compiling, publishing and disseminating the project final monitoring and evaluation report

Activity  5.3.2     Organizing the end-of-the project seminar to disseminate and discuss the lessons learnt and to facilitate the continuing support for coal mine methane recovery and utilization projects


NOTE: Management, coordination and reporting costs in the amount of 404,000 USD are excluded from the activity costs

Part III. Management Arrangements

Implementation Structure
Project Steering Committee

Project Steering Committee (PSC) will be established to provide overall guidance and support to the project implementation and to ensure coordination of the project with other CMM initiatives in Russia PSC will include representatives of the relevant ministries (Ministry of Energy, Ministry of Economic Development and Trade, Ministry of Natural Resources), the Kemerovo regional administration, the coal mining companies, UNDP/GEF, and other relevant key stakeholders of the project. The Project Steering Committee is expected to play an important role also in further resource mobilization for the project’s follow up activities. The PSC will monitor the project’s implementation to ensure timely progress in attaining the desired results, and efficient coordination with other projects. The PSC will meet the first month after project commencement, and then each 6 months during the project implementation to review the project and set major policy and implementation directions. 

National Executing Agency

The project will be nationally executed by the Ministry of Energy of the Russian Federation, and will adhere to UNDP rules and procedures for national execution. The administration of project funds will be the joint responsibility of the UNDP and the National Executing Agency. The National Executing Agency will be primary responsible for the planning and overall management of the project activities, reporting, accounting, monitoring and evaluation of the project. In particular, the responsibilities of the Ministry of Energy will include: 1) certifying expenditures under approved budgets and work plans; 2) tracking and reporting on procurement and outputs; 3) coordinating the financing from UNDP/GEF with that from other sources; and 4) chairing the Project Steering Committee (National Project Director). 

In addition to the GEF resources for project management, the Government in-kind input to the project coordination, management and reporting will cover the costs of the project administration, oversight and some logistic support. In particular, this contribution will cover the costs of:

(a) the National Project Director and Project Steering Committee;

(b) provision of experts from different government organizations to participate in the implementation of the project, as needed; 

(c) provision of office space for the project management, as needed;

(d) provision of information and data to the project staff and consultants as may be required for the implementation of project activities and the implementation of project objectives; and

(e) provision logistic support to the project staff for the implementation of the project’s activities.

The National Project Director will be designated by the National Executing Agency and will be responsible for carrying out the directives of the PSC and for ensuring the proper implementation of the project. In doing so, the National Project Director will be responsible for management, reporting, accounting, monitoring and evaluation of the project on behalf of the Government, and for proper management and audit of project resources.  

UNDP

The UNDP will be accountable to the GEF and other donors for proper use of the project resources. UNDP will therefore responsible for monitoring, supervision and evaluation of the project during the project lifetime. The implementation arrangements for the project have been designed to maximize transparency and accountability. Disbursement figures will be publicly available. These arrangements have been accepted by the stakeholders. 

The UNDP Country Office will support the project’s implementation by maintaining project budget and project expenditures, contracting project personnel, experts and subcontractors, carrying out procurement, and providing other assistance upon request of the National Executing Agency. UNDP CO will provide this services in accordance with the Letter of Agreement between UNDP and the Government for the provision of Support Services (See Annex 16). The UNDP Country Office will also monitor the project implementation and achievement of the project outputs and ensure the proper use of UNDP/GEF funds. Financial transactions, reporting and auditing will be carried out in compliance with the national regulations and UNDP rules and procedures for national execution.
Project Management Unit  (Kemerovo)

The daily management responsibilities will reside with the Project Management Unit at the project site in Kemerovo. The PMU will comprise of Project Manager and Project Assistant. 

For the activities that will be a part of CMMRUC’s planned business operations, such as marketing, selection, development and implementation of the first demo projects and structuring financing for them, the role of the PMU will be mainly limited to the monitoring and supervision of and provision of administrative support for the contracts that are needed to support CMMRUC’s operations. Otherwise, the implementation of the activities listed above should be carried out and managed by CMMRUC, under the supervision of its Executive Board. 

For the activities that fall outside the scope of CMMRUC’s responsibilities, such as the activities dealing with the legal and regulatory framework, overall project monitoring and evaluation and compilation and dissemination of the results, the PMU will assume more direct management responsibilities.  The PMU will also directly manage the activities needed to facilitate the establishment of the CMMRUC. 

Project Liaison Unit (Moscow)

The executing agency and NPD will be supported by a project liaison unit located in Moscow, which will also be in charge of assisting the Project Management Unit in addressing and clarifying any legal, regulatory or other issues that have to be discussed at the federal level and/or with the national or international institutions and agencies located in Moscow. 

International Technical Adviser

International Technical Advisor (ITA) with relevant experience in marketing as well as in the implementation, financing and management of international coal mine methane recovery and utilization projects will be sub-contracted to backstop the Project Management Unit through the whole process of CMMRUC establishment and operations. In particular, ITA will support Project Management Unit in finalizing the business plan of the company, including the composition of and the Terms of Reference for the company staff, the selection of the staff; designing a detailed work plan and budget for the first year of operations. Once the company is established, ITA will provide training for its staff, as well as further professional advice and support with implementation of demonstration projects and marketing component upon request from the project management. 

CMMRUC

The CMMRUC will be established as a closed joint stock company under the Russian Federation business laws with its own management structure with the Executive Director in charge of the day-to-day operations of the company. Its founders and co-owners are expected to include at least the Ministry of Energy through the “Center of Ecology of Fuel-Energy Complex” by using the GEF grant as equity, Kuzbassugol as one of leading mining companies in the region and other stakeholders in the region. 
The CMMRUC can be contracted by the mines to assist them in designing and executing integrated degasification and coal mine methane utilization projects. Depending on the needs, the activities can range from only technical support for project design and implementation to the actual project financing. As needed, the CMMRUC can also take the full responsibility for the operation of the equipment, in which case the mining company will just pay for the service received, i.e. for the heat or electricity supplied.

The Executive Board of the CMMRUC will be established to supervise the company’s operations and to provide advice for and participate in the decisions that are of strategic importance, including the approval of the first demonstration projects to be financed by CMMRUC. The members of the Executive Board will include a representative of each shareholder owning more than 10% of the total shares. For the duration of the UNDP/GEF   project, the Executive Board will also include the UNDP/GEF project manager and an additional representative appointed by UNDP. Other members can be invited (subject to the approval of the Board), based on the specific expertise and experience that they can bring into Board.

Project Implementation and Coordination Schemes are provided in the diagrams below. Terms of References for the key project staff are provided in the Annex 14. 

Project Implementation Structure


Project Financing 

The total cost of the proposed project have been estimated at USD 8.13 million. Of this total, the GEF is requested to cover the incremental costs of USD 3.1 million, consisting of a technical assistance component of USD 1.6 million and a financing component of USD 1.5 million. The latter will be used for the capitalisation of the Coal Mine Methane Recovery and Utilisation Company (CMMRUC), thereby sharing the risks of its establishment with the other foreseen investors. The remaining USD 1.5 million out of the 3 million that have been estimated to be the initial capitalization needs of the CMMRUC are expected to be covered by the equity contributions of other shareholders listed before. Given the strong interest shown by various international and national companies and other institutions towards the proposed project activities, it is expected that significant additional financial resources and new shareholders for the CMMRUC could be attracted during the implementation and/or further development of the project.

The total investments costs of the first demonstration projects have been estimated at 6-7 million US dollars. Of this amount, the CMMRUC is expected to invest some USD 2.5 million covering mainly the equipment for methane utilization and, eventually some drilling equipment. The NPAF is expected to make available USD 1.5 million as concessional loans for the first demonstration projects. The remaining USD 2-3 million would be covered by the mines themselves.

The U.S. Environmental Protection Agency is expected to support the operations of the Coal Mine Methane Center (UGLEMETAN) with USD 225,000 over the next three-year period. The public awareness raising and information dissemination activities implemented through UGLEMETAN will complement directly the proposed GEF activities and close co-operation between these two initiates is foreseen.

In addition to the above, the Government of the Russian Federation will provide in-kind contribution to the estimated value of US$ 200,000 to cover the costs of the project administration, oversight and some logistic support. In particular, this contribution will cover the costs of:

(f) the National Project Director and Project Steering Committee;

(g) provision of experts from different government organizations to participate in the implementation of the project, as needed; 

(h) provision of office space for the project management, as needed;

(i) provision of information and data to the project staff and consultants as may be required for the implementation of project activities and the implementation of project objectives; and

(j) provision logistic support to the project staff for the implementation of the project’s activities.

Project Sustainability, Risk Assessment and Dissemination of Results

The main risks of this GEF project fall into four categories: political, economic, technical, and financial.

Political risks are associated with the changes in the Russian federal government, and changes to policies (energy, coal mining industry, etc.) that might delay or impair project implementation or affect market conditions and mine or project economics. 

The political risks in this GEF project have been mitigated through proper consultations with different Government bodies throughout the project development stage. For the implementation of the project, representatives of several key federal ministries (e.g., Ministry of Energy, Ministry of Finance, Ministry of Economic Development and Trade, Ministry of Natural Resources) and the Kemerovo regional administration will be invited to serve in the Project Steering Committee and to co-ordinate the proposed project activities with the ongoing or planned government activities and initiatives.

Economic risks of this project are related to an unexpected decline in the demand for coal and the corresponding worsening of the economic basis of coal production. These risks also encompass low future prices of natural gas and electricity, which may impair the project cash flow. These risks are perceived as potentially serious, however, the actual probability of a reduced competitiveness of coal with respect to natural gas and fuel oil is fairly low as suggested by the recent price trends and the Energy Strategy of the Russian Federation.

It should also be noted that the 80% stake in Kuzbassugol that was owned by the Russian government has been sold and the company became completely private in September 2001.  This can be considered as a more favorable starting point for the project.

An uncertainty in future prices of natural gas and electricity in this GEF project will be in part addressed by developing different CMM use options at each potential project site. For example, at the Komsomolets mine methane could be used for electricity generation, while the Abashevskaia mine could be advised to sell methane to an adjacent steel mill.

Technical risks of this project are related to problems with implementation and operation of CMM recovery and utilization systems in conjunction with active mining. Factors, which influence this type of risk include (1) the relationship with the mine operator and the structure of the project; (2) mining conditions, including production and labor issues and accidents (explosions, fire, and outbursts); (3) geological conditions, including ground stability and coal quality; (4) reservoir conditions such as permeability, diffusion rate; (5) adequate training of personnel; (6) availability of materials, equipment, parts, and reliability of domestically made equipment or compatible imported equipment. 

The mitigation strategy for this risk category will include using the best technical and managerial expertise, while designing and implementing the CMM pilot projects; continuous on-the-job training of CMMRUC and mine personnel; and instituting quality assurance procedures for procuring, operating, and maintaining  project equipment. 

The financial risk category includes such risks as inadequate project financing, payment arrears for delivered coal mine methane utilisation equipment or for delivered heat and electricity and possible misuse of funds at different project levels. The financing risk will be dealt by incorporating adequate guarantees into the contracts with the mines in the case that payment defaults occur and by enforcing the existing contracts through various legal mechanisms. In addition, the potential misuse of project funds will be minimized by close project oversight by NPD and UNDP/GEF.

One of the key objectives of the project is also to help the CMMRUC staff to attract additional financing resources for the implementation of coal mine methane projects. In fact, this is an overriding objective for almost all the activities, including the capacity building for the development of “bankable” project proposals and the demonstration of and disseminating information on how coal mine methane projects could be implemented in Russia on a cost recovery basis.  

The prospects of being successful in attracting additional financing resources look relatively positive, as some companies and institutions have already now indicated their interest to invest in coal mine methane projects in Russia or to finance equipment leasing, if the first demo projects show success.  Beside its “own” marketing activities, the CMMRUC will benefit from the project’s support for specific information dissemination and marketing activities designed to attract additional financial resources to finance coal mine methane projects (E.g. see activities 5.3.1 and 5.3.2). Continuation of close co-operation with the US-EPA funded Coal Bed Methane Program and the International Coal and Methane Research Center (UGLEMETAN) in attracting additional investments for coal mine methane recovery and utilisation is also foreseen.

If for some reason the project were unable to attract additional international financing resources, the project could still be successful in interesting the mines themselves in financing coal bed methane projects after the benefits of these types of projects have been clearly demonstrated. 

Lessons learned from other proposed and ongoing projects have influenced the project design substantially, thereby enhancing the prospects for sustainability.  Both UNDP and the project design team have studied project documentation and evaluation, among others, from the GEF coal bed methane projects for China and India as well as briefly reviewed the former World Bank proposal for Ukraine.  The documentation reviewed was found useful for two reasons:  First, it was possible to cull lessons that could apply to project design.  For example, experience in India indicated a strong need for ongoing, institutionalized training for mine personnel, which is reflected in Component 2.  The other proposals/projects also indicated which barriers might be particularly important.  For example, the proposal in Ukraine was hindered by difficulties in achieving economically viable utilization of the methane captured.  This experience informed the selection of partners in Russia.  In addition, the materials prepared under the Coal Bed Methane Program of the US En-EPA based on their research and experience  

The documentation of the other project was also found useful in determining how the proposed project would differ from the previous projects.  One of the identified differences is that the prior GEF coal mine methane projects focused on government monopolies; in a sense, there was only a single stakeholder.  The situation in Russia, characterized by ongoing privatization coupled with large state enterprises, is more complex.  As a result, the project development team focused on establishing relations with the proposed mines, and it designed outputs that were slightly different in nature.  In addition to consulting documentation and project personnel from other GEF coal mine methane projects, the UNDP and the project developers have held  several consultations with the staff of the Coalbed Methane Program at the US Environmental Protection Agency (US-EPA) and other experts, who have been closely monitoring coal bed/mine methane projects and programs in countries such as China, India, Poland, and the G-8 (including the review of several reports financed by US-EPA dealing with the potential utilization methane released by the Russian coal mines). The experts consulted have provided feedback on the project concept and have confirmed (in line with the reports reviewed) that the barriers identified and the proposed project strategy and measures to overcome these barriers are valid. 

It is envisaged in the project design (e.g. see activity 2.1.1 in Annex E) that the kind of correspondence and consultations described above will be an ongoing process throughout the project implementation stage.  By establishing ongoing communication with similar projects, the project team will also be able to inform their colleagues in other countries of any useful methodologies or policy-related advances that emerge from the project.  This will be particularly true for relationships with partially or fully privatized mines, as this will be a new area of focus for GEF coal bed methane projects. 

Finally, one of the planned activities is to develop a handbook of lessons learnt (see activity 2.1.1 in Annex E) in other CMM projects, including the China and India projects and updated with the lessons learnt from the Russia projects, once these lessons start to emerge, thereby providing a good basis for further replication of the activities. 

Replicability
One of the main goals of Russia’s ongoing attempts to restructure its coal industry is to increase the profitability of coal mines. By reducing the amount of methane emissions into mine workings via degasification, projects will enable mines to increase the efficiency of coal production by reducing delays attributed to high methane concentrations. The use or sale of methane will also increase revenues, balancing a major portion of degasification expenses. Methane use for electricity generation affirms an energy autonomy status and a company's stability. Methane utilization in mine's boiler houses while involving minor expenses is capable to freeing out for sale hundreds of thousands tons of coal yearly, and for mines producing coking coal rejects the necessity of buying coal. Alternatively, projects that involve selling coal mine methane directly to power plants or industries will generate additional income for the mines

As demonstrated also by the figures presented in Table 1 below and further in Annex 7, the potential for methane recovery and utilization is the Russian coal mining sector is remarkable.  Given the very favorable economics of the suggested concept for more effective methane recovery and utilization, it is expected that after removing the initial barriers to these kinds of projects, the CMMRUC will have a growing business area in front. This, however, will also require a continuing and serious commitment of the Government to introduce changes in the legal and regulatory framework that support the mentioned activities.

Table 1    A Summary of  Potential Coal Mine Methane Projects in the Kuzbass Region

	Number of mines evaluated:
	17

	Amount of methane liberated in 2000 (in billion m3): 
	0.55 bcm 

	% of all opened mines:
	73%

	Amount of methane captured in 2000: 
	0.12 bcm

	Amount of methane utilized in 2000:
	0 bcm

	Estimated potential for annual methane recovery and utilization of the mines evaluated, corresponding to
	0.25 bcm 



	Heat generation potential of: 
	1970 GWh

	with corresponding capacity (6000 hours annual operating time) 
	328 MW

	.....or.....
	

	Power generation potential of:  
	970 GWh

	with corresponding capacity (6000 hours annual operating time)
	160 MW

	Annual GHG reduction potential in the case of heat production:
	1.27 million tons of carbon eq

	Annual GHG reduction potential in the case of power generation:
	1.41 million tons of  carbon eq. 

	Estimated total investment needs in the case of heat generation:
	USD 70-100 mill. 

	Estimated total investment needs in the case of power generation
	USD 140-200 mill.

	Estimated, simple pay-back time of the projects, in the case of heat generation (incl. the benefits of enhanced coal prod. rate):
	1.5 – 2.5 years

	Power generation
	2-4 years


Given the very limited financial resources of the CMMRUC itself to finance coal mine methane recovery and utilisation projects, one of the key tasks of the management of the company will be to identify new financing sources and opportunities and to leverage additional resources for financing or re-financing the CMM projects initiated by the CMMRUC. The additional resources may include equipment vendors, bilateral export credit agencies, local or foreign commercial banks, private investors and others.  
Reporting, Monitoring and Evaluation

The implementation of the project will be closely monitored and evaluated in accordance with the monitoring procedures established by UNDP  under the National Execution modality. Project monitoring and evaluation will be aimed at the assessment of the progress against implementation milestones and performance indicators reflected in the Work Plan and the Logical Framework.

The Project Steering Committee (PSC) will supervise and monitor the overall implementation of the project. For this purpose, the Project Management Unit shall regularly report to the PSC on the project’s progress and its various sub-components. Likewise, the subcontractors shall report regularly to the PMT as stipulated in their Terms of Reference.

Development of effective feedback mechanisms to guide the overall project implementation belongs to one of the main activities of the project under the M&E component. The project will monitor the implementation of the overall project activities, the operation of the Coal Mine Methane Recovery and Utilisation Company as well as the progress of individual projects that receive funding under the financial component of the project. As needed, the experiences and lessons learnt can be used for redefining some of the project activities and approaches and, in particular, in designing the project follow-up and replication activities. Information on the project’s progress and results will be updated regularly and made available to anyone interested, for instance through the homepage established for the project in the Internet.

The overall progress of the project will be monitored against its agreed work plan and performance indicators. Should the necessary preconditions not be in place for further continuation of the project activities, the UNDP/GEF reserves a right to terminate its assistance. These benchmarks determining the further progress of the project will be introduced in further detail in the project document of the project, but they are likely to consist, for instance, of making the necessary provisions from the Government side for facilitating the feasible implementation of the suggested demonstration projects, continuing commitment of the targeted mines to co-finance the suggested demonstration projects and the demonstrated commitment of the Government of Russian Federation to introduce changes in the  institutional, legal and regulatory framework that support the investments in coal mine methane recovery and utilisation. 

The demonstration projects will be monitored and the results reported by developing and introducing a specific Monitoring and Verification Protocol (MVP) for the operating personnel of the methane recovery and utilisation facilities. The experiences and lessons leant for developing similar MVPs for JI projects can also be utilized in that respect.

The final project results, experiences and lessons learnt will be compiled into the Project Final Report that will be published and disseminated through the applicable channels. 

Monitoring: Project progress will be monitored using annual reviews and regular monitoring visits. Standard UNDP/GEF monitoring requirements will include:

· Monitoring field visits at least once a year by the UNDP CO; 

· Regular quarterly reports by the project manager; 

· Annual Project Reports (APR)/ Project Implementation Reviews (PIR) prepared to obtain the independent views of the main stakeholders of a project on its relevance, performance and the likelihood of its success.  Preparation of the APR/PIR is ensured by the project manager in consultations with the project stakeholders and beneficiaries;

· Annual Tripartite Review (TPR) meetings. The first such meeting is to take place within the first 12 months of the start of the project’s full implementation. The Project Manager shall prepare and submit to each tripartite review meeting an Annual Project Report (APR). Additional progress reports may be requested, if necessary, during the project.

Evaluation: the project will undergo midterm and final evaluations. The first evaluation will be external conducted by independent evaluator. It will assess progress in achieving the expected results by that time, identify any difficulties in project implementation and their causes, and recommend corrective courses of action. The focus of the final evaluation will be on the effectiveness of the overall project in attaining its objectives, and on extracting valuable lessons for future application. All evaluations will proceed on the basis of accepted criteria focusing both on the attainment of the specified project outputs, as well as the implementation of identified activities using indicators provided in Annex 15. 

Financial reporting will be carried out in accordance with the UNDP rules and procedures for national execution. The National Executing Agency will be requested to prepare quarterly financial reports for submission to UNDP. Annual financial statement will be prepared for the project. The project will be subjected to an annual financial audit by independent auditors selected through a competitive tender process. 

See Annex 15 for detailed Monitoring and Evaluation plan and indicators.

Part IV. Legal Context

This project document shall be the instrument referred to as in Article 1, paragraph 1 of the Standard Basic Assistance Agreement between the Government of the Russian Federation and UNDP.

The following revisions may be made to this document with the agreement and signature of the UNDP Resident Representative, provided there is also assurance that the other signatories to the document have no objections to the proposed changes:

1) Revisions, which do not involve significant changes to the project objectives, outputs and activities but are caused by a re-arrangement of inputs as already agreed to.

2) Mandatory annual revisions which re-phase delivery of agreed inputs.

	
	UNDP Style NEX Budget
	
	
	
	
	
	
	
	
	
	
	

	BL 
	Description
	
	
	TOTAL
	
	1
	
	2
	
	3
	
	4
	

	
	
	
	
	
	w/m
	Inputs
	w/m
	Inputs
	w/m
	Inputs
	w/m
	Inputs
	w/m
	Inputs

	
	PROJECT PERSONNEL
	
	
	
	
	
	
	
	
	
	
	

	11.
	International Professionals 
	
	
	
	
	
	
	
	
	
	
	

	11.01.
	International Technical Adviser 
	14
	200 000
	6
	95 000
	4
	60 000
	3
	35 000
	1
	10 000

	11.09.
	Short-term consultants
	4
	40 000
	1
	10 000
	1
	10 000
	1
	10 000
	1
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	Line Total
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	240 000
	7
	105 000
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	70 000
	4
	45 000
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	Administrative personnel 
	
	
	
	
	
	
	
	
	
	
	

	13.01.
	Project Assistant - Moscow
	
	48
	48 000
	12
	12 000
	12
	12 000
	12
	12 000
	12
	12 000

	13.02.
	Project Assistant - Kemerovo
	48
	24 000
	12
	6 000
	12
	6 000
	12
	6 000
	12
	6 000

	13.51.
	Short-term support
	
	18
	9 000
	6
	3 000
	6
	3 000
	3
	1 500
	3
	1 500

	13.99.
	Line Total
	
	
	114
	81 000
	30
	21 000
	30
	21 000
	27
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	27
	19 500

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	15.
	Monitoring & Evaluation
	
	
	
	
	
	
	
	
	
	
	

	15.01.
	M & E missions
	
	
	65 000
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	15 000
	
	20 000
	
	25 000
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	Line Total
	
	
	
	65 000
	
	5 000
	
	15 000
	
	20 000
	
	25 000
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	Duty Travel
	
	
	
	
	
	
	
	
	
	
	
	

	16.01.
	Missions
	
	
	
	
	40 000
	
	10 000
	
	10 000
	
	10 000
	
	10 000

	16.02.
	Local Travel
	
	
	
	32 600
	
	7 600
	
	7 000
	
	7 000
	
	11 000

	16.99.
	Line Total
	
	
	
	72 600
	
	17 600
	
	17 000
	
	17 000
	
	21 000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	17.
	National Professionals
	
	
	
	
	
	
	
	
	
	
	

	17.01.
	Project Manager - Kemerovo
	48
	96 000
	12
	24 000
	12
	24 000
	12
	24 000
	12
	24 000

	17.02.
	Programme Officer - Moscow
	48
	57 600
	12
	14 400
	12
	14 400
	12
	14 400
	12
	14 400

	17.51.
	National Experts – Outputs 1-2
	102
	200 000
	
	
	36
	70 000
	36
	70 000
	30
	60 000

	17.52.
	National Experts – Outputs 3-5
	96
	98 000
	42
	38 000
	12
	14 000
	12
	14 000
	30
	32 000
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	Line Total
	
	
	294
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	66
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	72
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	84
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	40 000
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	40 000
	
	
	
	20 000
	
	10 000
	
	10 000

	23.01.
	Sub-contracts Output 3
	
	
	100 000
	
	40 000
	
	60 000
	
	
	
	

	24.01.
	Sub-contracts Output 4
	
	
	30 000
	
	
	
	30 000
	
	
	
	

	25.01.
	Sub-contracts Output 5
	
	
	80 000
	
	
	
	
	
	20 000
	
	60 000
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	32.01.
	SH Consultations/SC meetings
	
	28 000
	
	7 000
	
	7 000
	
	7 000
	
	7 000

	32.02.
	Workshops
	
	
	
	80 000
	
	
	
	20 000
	
	20 000
	
	40 000

	32.03.
	Study tours 
	
	
	
	60 000
	
	
	
	40 000
	
	20 000
	
	

	32.04.
	Training 
	
	
	
	85 000
	
	20 000
	
	40 000
	
	10 000
	
	15 000
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	Line Total
	
	
	
	253 000
	
	27 000
	
	107 000
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	45.01.
	Office equipment (K, M)
	
	9 000
	
	9 000
	
	
	
	
	
	

	45.02.
	Equipment - CMMRUC 
	
	1 500 000
	
	
	
	1 500 000
	
	
	
	

	45.03.
	Operations and maintenance
	
	
	65 000
	
	16 250
	
	16 250
	
	16 250
	
	16 250

	45.99.
	Line total
	
	
	
	
	1 574 000
	
	25 250
	
	1 516 250
	
	16 250
	
	16 250
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	52.01.
	Reporting 
	
	
	15 000
	
	2 000
	
	4 000
	
	4 000
	
	5 000

	52.02.
	Audit 
	
	
	15 000
	
	
	
	5 000
	
	5 000
	
	5 000
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	Line total
	
	
	
	
	30 000
	
	2 000
	
	9 000
	
	9 000
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	53.01.
	Communication: Kemerovo
	
	
	1 000
	
	1 000
	
	
	
	
	
	

	53.02.
	Communication: Moscow
	
	
	4 000
	
	1 000
	
	1 000
	
	1 000
	
	1 000

	53.03.
	Miscellaneous 
	
	
	
	37 800
	
	7 800
	
	10 000
	
	10 000
	
	10 000
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	Line total
	
	
	
	
	42 800
	
	9 800
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PROJECT CLASSIFICATION INFORMATION SHEET

Summary of UNDP and cost-sharing inputs [as per attached budgets]
TRUST FUNDS

     GEF





$ 3,100,000

TOTAL

   

  $ 3,100,000

Parallel co-funding (Cash):


Mines




$3,300,000


NPAF




$1,500,000


US EPA



$225,000

Government inputs (in kind)        

Ministry of Energy


$200,000

GRAND TOTAL


$8,325,000

Project Number:
RUS/03/G31/A/1G/99

PIMS Number:
500
Project Title:
Russia – Removing Barriers to Coal Mine Methane Recovery and Utilization

Project short title:
CMM project
Focal Area:
Climate Change

Operational Programme:  OP 6 Promoting the Adoption of Renewable Energy by Removing Barriers
and Reducing Implementation Costs
Estimated start date:
  1 June 2003 

Duration:
48 months 
Project site:
Kemerovo oblast, Russian Federation


Beneficiary countries:  Russian Federation
Executing Agency:
Ministry of Energy of the Russian Federation

Classification information

SubGoal: G3-SGN1 Environment and energy for Livelihood

SAS: G3-SGN1-SASN2 Institutional Framework

ACC sector and subsector: 05 Energy /
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The project will mitigate greenhouse gas emissions by removing barriers to the implementation and financing of coal mine methane (CMM) recovery and utilisation projects in Russia. In order to reach this goal, the project will strengthen the institutional and financial framework for the promotion of CMM projects and facilitate the implementation of selected demonstration projects so as to provide a basis for the wide scale replication of similar projects in the future. As one of the key mechanisms in that regard, the project will support the establishment of a specialized “Coal Mine Methane Recovery and Utilization Company”, which after the initial support for the start-up phase is expected to continue its operations as a self-sustaining entity. The initial focus of the project will be on the Kuzbass region, with further replication potential in other coal producing areas in Russia and elsewhere.
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TA Component:  regulatory and legal framework, monitoring, evaluation and dissemination








Establishment and capitalization of CMMRUC
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Representation as a shareholder (eventually through CEESI)
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Public awareness raising and marketing, development and implementation of the first demo projetsprojects, leveraging of additional financial resources to continue the operations of the company








� Anthropogenic sources of methane include oil and gas systems, coal mines, landfills, livestock manure management, enteric fermentation in ruminant livestock, wastewater treatment systems, rice cultivation, and biomass burning.
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