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Dear
readers,

We are pleased to present the first ever AEB publication entirely dedicated to
the issues of sustainable development and the green agenda.

[t may seem that in the current times of unprecedented challenges and unpre-
dictable circumstances, the topic of sustainability has dropped off the radar of
everyone’s attention, but this is a misleading perception. The green subject runs
through the significant problems of the world today, as it has an impact on the
very future of the planet and the well-being of the next generations. It isimpor-
tant not to lose the experience accumulated so far and to continue building it up
even in such difficult conditions for all of us.

AEB has repeatedly addressed sustainability-related issues in its previous pub-
lications and activities. Since its establishment in 2021, the AEB Green Initiative
Steering Committee, under whose auspices this magazine is prepared, has suc-
cessfully organized or participated in more than three dozen events covering
the green agenda in one way or another.

In this publication we have tried to collect the most relevant issues of this truly
cross-sectoral topic, which affects the activities of a huge number of industries
and requires joint efforts to solve problems.

The first part features an interview with Andrey Sharonov, CEO of the National
ESG Alliance. It also provides an overview of global climate policy and the ad-
vancement of this agenda in Russia over the past year; trends in the develop-
ment of the renewable energy market in the European Union; and energy tran-
sition instruments emerging in Russia.

The second section contains articles exploring the Russian green finance mar-
ket; state ESG policies and rating systems; regulations to properly dispose office
equipment; and the development of entrepreneurial creative thinking in re-
sponse to environmental constraints.

The final part of the magazine introduces readers to specific examples of sus-
tainability projects and initiatives implemented by companies from various in-
dustries.

We wish to express our heartfelt gratitude to all the authors for the interesting
and informative materials submitted for the publication. We hope that the mag-
azine will be useful to a broad audience - not only professionals in the area of
sustainable development, but also representatives of the business community
who would like to learn more about this topic, as well as all those who are not
indifferent.
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Interview with Andrey
Sharonov, CEO of the
National ESG Alliance

ANDREY
SHARONOV

CEO OF THE NATIONAL ESG
ALLIANCE

Andrey Sharonov has been CEO of
the National ESG Alliance since 2022.

From 2013 to 2016 he was Rector of
the Moscow School of Management
Skolkovo, and from 2016 to 2021 —
President of the School.

In 2010-2013 he served as Vice
Mayor in the Moscow City Govern-
ment for Economic Policy, Science,
Industry, Entrepreneurship, Trade,
Competition Policy and Government
Procurement.

In 1989-1991 he was a National
Deputy of the USSR, and until 1996
headed the Russian Federation Com-
mittee on Youth Affairs. From 1996 to
2007 he worked in the Ministry of
Economic Development and Trade of
Russia as Head of Department,
Deputy Minister, State Secretary, 1st
Deputy Minister. From 2007 to 2010
he was Head of Investment Banking
at Troika Dialog Investment Company.

Andrey is Chairman of the Board of
Directors and Independent Director
in a number of large companies.
He has been awarded the Order of
Honor, letters of commendation and
honorary diplomas of the President
of Russia and the Government of
Russia, andis an Honored Economist
of Russia.

The mission of the National ESG
Alliance is to contribute to the
preservation and development of
the national ESG agenda in Russia
by consolidating the efforts of big
business and the state. What does
the ESG agenda mean for you
personally?

For me, this is a corporate refraction of
the sustainable development agenda, a
new worldview. It is new, not in the sense
that no one has thought about it before,
but in the sense that it is grouped in such
a way that it includes a large number of
completely different topics: ecology, cli-
mate, social policy, corporate gover-
nance, equal opportunities, anti-corrup-
tion policy, and so on. It is in a way a new
religion in a secular incarnation.

If we talk about professionalimmersionin
the ESG topic, itimplies, to some extent, a
greater complicity, empathy and feeling
of being part of a global mechanism, as it
gives an opportunity to feel the interde-
pendence and fragility of the modern
world. This affects the worldview and, as a
consequence, behavior and decision-
making.

What is the current work of the
National ESG Alliance?

We focus on large infrastructure projects,
each of which is born in response to busi-
ness needs and the emerging market
conditions.

For example, this year we launched ESG
Disclosure, Russia’s first digital public ser-
vice for disclosing and comparing
non-financial information of Russian
companies. ltisimportant that thisisnota
rating, but an opportunity for everyone to
receive visual data (the service aggre-
gates data from official sources) and
compare any companies with each other
according to specified parameters. Now

theresource already has over sixhundred
companies that have voluntarily dis-
closed their non-financial information.

We are preparing to launch several more
large-scale initiatives: Methodology for
assessing the contribution of business to
the National Goals of the Russian Feder-
ation, a unique Interactive Map of Cli-
mate Initiatives of Russian business, the
Quality of Life Index for small and medi-
um-sized cities in Russia.

We also plan to work on public education,
international cooperation, and compen-
sation for the loss of some of the interna-
tional standards and organizations that
have left Russia.

Replacing international (Western) rating
agencies that have left the Russian market
is one of the most important infrastruc-
turaltasks forthe Alliance today. Itis crucial
to create a national infrastructure for a fair
assessment of Russian companies’ suc-
cess in terms of implementing ESG princi-
ples. Not so long ago the process of devel-
oping such a national network of ESG
providers has intensified, and the Alliance
has played one of the leading roles in this,
including due to the fact that we managed
toattract the attention of the Bank of Rus-
sia to the problem. Initially, the Central
Bank was rather cool to the topic, as it con-
sidered ESG ratings to be uninformative
and not very useful in terms of the main
issue for the regulator — assessing the
creditworthiness of organizations and the
probability of their default. But rather
quickly there was an evolution, during
which the Bank of Russia saw that these
two things are very related to each other.

At the legislative level, Russia has
done quite a lot to support ESG. In
your opinion, what additional
measures should be taken by the
government to develop ESG
infrastructure?



Yes, in the period from 2019 to 2021, reg-
ulations were adopted that generally for-
mulated the national sustainable devel-
opment agenda and established rules of
behaviorin ESG spheres.

As for the most demanded measures, we
can distinguish between material and
non-material incentives. Material incen-
tives mean, for example, subsidizing
loans that companies take out for ESG
related purposes. Non-material incen-
tives are regulation of access to partici-
pation in public procurement. For a
number of procurements it is quite possi-
ble to limit this access depending on the
quality of ESG policies built in compa-
nies. This measure will not require bud-
get funds but will allow supporting those
companies that have clear results in
terms of sustainable development.

Also, as an additional step, the provision-
ing norms for loans related to ESG pro-
jects could be changed. The Bank of Rus-
sia could lower them, making them more
favorable for lending banks. | see that
both the government and the Central
Bank are now thinking in this direction,
and | hope that decisions will be made
very soon.

The last year and a half has been
characterized by a significant
withdrawal of foreign investors
from the Russian market. How is
this reflected in the quality of
corporate governance?

Theinternational investment community,
of which independent (including foreign)
directors were also a part, did a lot to raise
the quality standards of Russian business
in general, including the introduction of
ESG standards. The departure of a large
number of institutional Western inves-
tors, who were and remain the most con-
sistent promoters of ESG standards and
requirements, was a serious loss and re-
sulted in the loss of an important incen-
tive for development.

And yet, the recovery process has not
only begun, but has also yielded signifi-
cant results. | am basing this on my own
experience of more than twenty years of
work on boards of directors and on my
participation in various clubs and organi-
zations where the quality of corporate
governance is discussed. It can be seen
that Russian companies have in principle
coped with the shock associated with the
departure of independent directors, in-
cluding foreigners.

The number of independent directors on
boards, the frequency of their meetings,
and the intensity of working committees’
activities have decreased, if at all, only
slightly. This is logical: we have lost access

to large Western markets, but we still
have domestic investors. We are also
looking at markets in the East for invest-
ment opportunities.

On the government side, there is now
also an understanding of how to proper-
ly regulate the corporate governance
system. At the beginning of this year, the
Bank of Russia recognized the negative
consequences of last year’s decision to
reduce corporate non-financial report-
ing requirements. The Central Bank
wanted to help shield companies from
sanctions pressure and protect some
sensitive information. But many compa-
nies perceived this relaxation as an op-
portunity not to disclose any information
at all. As a result, we see a fundamental
violation of any logic of corporate gov-
ernance:if acompany has the status of a
public company, then by definition it is
obliged to inform investors about the
results of its business, the current level
of risks and similar things. And to refuse
this reporting means to worsen the atti-
tude towards both individual players
and the Russian market as a whole. That
is why it has now been decided to turn
the situation around: whereas previ-
ously it was possible to hide any infor-
mation except for a certain set of data,
now it will be allowed to hide certain
types of information, while the rest
must be public.

In your opinion, what are the main
challenges to the implementation
of ESG standards?

The main obstacle in this matter remains
the difficult economic situation caused
by painful changes in the market, which
made it difficult for companies to access
resources, suppliers, sales markets, or-
ganization of logistics and settlements.
Many companies have fallen under
sanctions and received additional re-
strictions. The situation is very difficult,
and this forces managers to switch to
other priorities, putting the topic of sus-
tainable development on the periphery
of theirinterests.

It is important that business and govern-
ment do not tell each other that it will be
more appropriate to return to the ESG
agenda at some other time. As experts
believe, if companies drop the topic, they
will still have to return to it, but the return
will cost much more than an attempt to
keep thismovement going, to keep all the
business processes within the company
related to maintaining the sustainability
agenda.

Another problem is that many compa-
nies, especially medium and small ones,
do not yet have a sufficient understand-
ing of how to take on this topic. There are

no strategies and no specialists capable
of doing it. Even when there are special-
ists, they are often incorrectly embedded
in the company’s management system,
structurally separated from the main pro-
duction processes. However, successful
implementation of ESG standards can be
only when all the company’s activities will
be subordinated to their requirements,
and ESG strategy will become an integral
part of all business processes and the
business model itself.

This is still lacking, but it is a matter of
time. It is also a matter of training per-
sonnel, improving the regulatory frame-
work, which is gradually changing to-
wards the actualization of such
requirements. In addition, the business
culture itself is also changing and is be-
coming more and more receptive to sus-
tainability issues — in this regard, a spe-
cial role is played by relations with
foreign partners, who are increasingly
demanding that Russian suppliers com-
ply with a certain set of rules.

In conclusion, what arguments
for following ESG principles
would you give for companies
that have not yet embarked on
this path?

First of all, lwould suggest going deeper
into this topic. To think about the fact
that if one part of the world is commit-
ted to doing away with harmful
technologies and is itself taking a large
number of steps in that direction, then
we need to be wary of a big gap where a
company that ignores those demands
will simply become uninteresting to
that part of the world. That’s a bad story
for such a company.

We also need to think about the quality of
life in the city where we live, where our
company is located. To think about what
happens to our products, what carbon
footprint they leave, how much waste
they create, and what we do to reduce
that footprint or encourage reuse.

In time, the government will force busi-
nesses to pay attention to this at the legis-
lative level. If you thought it would be fine,
after a while you will find yourself in a situ-
ation where you will have to hurry up with
investments that others have made earli-
er, because in this situation you will not be
able towork with such a level of emissions
and waste.

Last, but by no means least, is the ethical
factor: how responsible everyone feels
for the quality of the environment in
which future generations will have to live.
What state will they get our planet in: will
it be a dead end or an opportunity for a
decent life?

AEBRUS.RU

Interview with Andrey Sharonov, CEO of the National ESG Alliance

MOVING TOWARDS SUSTAINABILITY


https://aebrus.ru

Part 1. Strategic vision: exploring green agenda paradigms

MOVING TOWARDS SUSTAINABILITY

From COP27 to COP28:
major achievements in
global climate policy

ERNESTO
FERLENGHI

AEB BOARD MEMBER;
CHAIRMAN OF THE AEB
GREEN INITIATIVE STEERING
COMMITTEE AND ENERGY
COMMITTEE

Ernesto Ferlenghi has more than 25
years of experience in managing
and developing international pro-
jectsin the energy sector.

Over the past five years, Ernesto
has been actively engaged in sus-
tainable development issues and
promoting the energy transition
agenda.

On November 30, 2023, the 28th ses-
sion of the Conference of the Parties to
the United Nations Framework Conven-
tion on Climate Change (COP28) will
start in Dubai. The COP has for many
years been the main platform for dis-
cussing the global challenge of climate
change and developing common ap-
proaches to address it. The longer this
discussion continues, the more urgent
and relevant the issues discussed by
conference participants become.

This year, in addition to discussing the
common goals of achieving carbon neu-
trality in the world, COP28 participants
will try to agree on some tools to meet
these objectives. First of all, we are talking
about the rules of the fund for particularly
vulnerable countries, which will be aimed
at compensating for damage caused by
climate change (Lossand Damage Fund).
The parties agreed on its creation last
year at COP27. The harmonization of
rules and standards for regulating the in-
ternational market of carbon units will
also be a key issue on the agenda.

It is known that according to the report
of the International Carbon Action Part-
nership (ICAP), the trend of creating and
developing new systems of carbon trad-
ing in different countries is only increas-
ing. Moreover, it should be noted that
trading in carbon units is becoming a
more profitable business: the income of
countries from this activity in the world
last year reached a record USD 63 bil-
lion. According to ICAP, globally there
are 28 systems of carbon trading, and 20
systems are under development or con-
sideration.

Each year, the role of the world’s largest
economies in achieving carbon zero be-
comes more and more evident. Only
through joint efforts and a balanced ap-
proach will our countries be able to meet
this planetary challenge.

Investment in renewable energy

According to a BloombergNEF (BNEF)
report, global investment in low-carbon
energy development in 2022 totaled
USD 1.1trillion, another record (Figure 1).
It is important to note that despite the
energy crisis, the world is nevertheless
continuing to move towards accelerat-
ing and incentivizing the use of clean
energy technologies.

At the same time, sectors related to re-
newable energy, energy storage, electri-
fied transportation, carbon capture and
storage, hydrogen and sustainable ma-
terials also reached new investment re-
cordsin 2022.

Renewable energy, including wind, solar,
biofuels and other forms of energy, re-
mains the largest sector by investment
as before, reaching a new record of USD
495 billion last year (up 17% by 2021).
However, the electrified transportation
sector, including spending on electric
vehicles and infrastructure for them, has
almost overtaken renewables, with USD
466 billion (+54%) spent in 2022.

Leveraging green finance

Green bonds are playing an increasingly
prominent role each year as part of the
development of low-carbon projects
and climate technologies. According to
Bloomberg data, total issuance of sus-
tainability-related bonds in the first half
of 2023 amounted to about USD 570
billion.

In the first half of 2023, green bond
sales rose 22.2% to USD 351.9 billion.
Significant new issuance in countries
such as Germany and France in June
2023 allowed the public sector to take
the largest market share of these secu-
rities.



Figure 1. Global investment in energy transition by sector, USD billion

® Renewableenergy @ Nuclear

Source: BloombergNEF

Key processes of climate agenda
development in Russia

From the point of view of promoting the
regulatory framework for sustainable
development in Russia, an important
event was the adoption of the country’s
Climate Doctrine in September 2023. In
this document, Russia reaffirmed its
commitment to achieve carbon neutral-
ity, taking into account national interests
and priorities of socio-economic devel-
opment no later than 2060.

Among the practical steps in the imple-
mentation of national projects in the
sustainable development sector it is
necessary to note the launch of the
Register of Carbon Units of the Russian
Federation in September 2022. This
mechanism will stimulate the develop-
ment of climate projects in the country.
Thus, Russia launched a voluntary mar-
ket of carbon units and, simultaneously
with the start of the Sakhalin experi-
ment, a regulated market, that provides
for quotas for greenhouse gas emissions
and units for the fulfillment of quotas.

In addition, the President of the Russian
Federation signed Federal Law No. 489-
FZ dated August 4, 2023 “On Amend-
ments to the Federal Law “On Electricity”,
which laid the foundation for a certifica-
tion system for low-carbon electricity
sources in the country. In addition to the
green energy certificate itself — the most
important tool to support the develop-
ment of RES projects, the Federal Law
established the status of generation attri-
butes — rights related to the characteris-
tics of the electricity generation process
at a qualified generation facility.

In the first quarter of 2024, a national cer-
tification system for low-carbon electricity
generated from renewable energy
sources, hydropower and nuclear power
plants is expected to be launched. This
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In the Climate Doctrine adopted by
Russia in September 2023, the
country reaffirmed its commitment to
achieve carbon neutrality, taking into
account national interests and
priorities of socio-economic
development no later than 2060.

system will be used to maintain a registry
that will include generating facilities that
produce more than 200 million MWh an-
nually.

The changes themselves, concerning
green certificates and the rules for
their circulation, will come into force
180 days after the publication of the
Federal Law.

Global climate policy in 2023

Although record levels of greenhouse
gas emissions and an increased focus on
energy security are expected in 2023,
the global trend towards decarboniza-
tion will undoubtedly continue. At the
same time, some EU countries are accel-
erating the development of renewable
energy sources, and the EU itself has in-
troduced cross-border carbon regula-
tion (test period) as of October 1,2023.

The global market for carbon units is evolv-
ing and many countries are improving their
climate legislation. Developing countries
that are most vulnerable to climate change
will need additional financing.

CIS countries are also focused on sus-
tainable development, including the
development of renewable energy. In
February 2023, President of Kazakh-
stan Kassym-Jomart Tokayev signed a
decree approving the Strategy for
Achieving Carbon Neutrality of the Re-
public of Kazakhstan until 2060. Ka-
zakhstan has committed to increase
the share of solar and wind energy in
the country to 46% and 33% respec-
tively by 2060. Uzbekistan also plans to
develop renewable energy sources in
the country — to reach a level of elec-
tricity generation from low-carbon
sources of at least 25% by 2030.

Such plans to develop a green econo-
my and introduce further low-carbon
regulation in the region create oppor-
tunities to attract foreign companies to
such projects, including Russian com-
panies. In order to intensify climate dia-
logue in the countries of the region, the
Eurasian Economic Commission is
working to synchronize common stan-
dards in the field of green finance and
climate regulation.

Sustainable materials
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Current situation

and obstacles in the
renewable energy
market of the European

Union

YURIY
MANJILEVSKIY

CHAIRPERSON OF THE
FUTURE OF ENERGY
WORKSTREAM, AEB GREEN
INITIATIVE STEERING
COMMITTEE

Yuriy Manjilevskiy has managed
project development of renewable
energy sources for over 10 years,
mostly in wind energy projects with-
in German Development Company
in Russia and Kazakhstan.

He headed the implementation of
the Climate Positive Strategy, in-
cluding energy efficiency and CO2
reduction in Russia.

Yuriy currently manages renewable
energy development and acquisi-
tion of wind and solar projects in
European countries.

As the development of new energy ca-
pacities accelerates in the European
Union (EU), electricity production from
renewable energy sources such as wind
and solar power is increasing. Simulta-
neously, the energy crisis put some
downwards pressure on power con-
sumption, resulting in decreasing fossil
generation. This situation led to variable
renewable energy sources overtaking
fossil fuels in the second quarter of
2023, becoming the leading source of
power production in the European
Union (Figure 1).

In 2022, more than 40 GW of new solar
capacity were connected to the EU
grid, increasing the total installed solar
capacity by almost 50%.

Wind capacity additions amounted to
16 GW, having increased by 4% in 2022
compared to 2021. Almost 90% of new
installations were onshore wind farms.
Despite the challenging economic situ-
ation, high inflation of material costs
and supply chain difficulties, 2022 was
arecord year forinstallations in Europe.
However, according to WindEurope
these new installations are not enough
for the EU to meet its 2030 Climate
and Energy targets. WindEurope ex-
pects the EU to install 20 GW of capac-
ity a yearin the next five years when the
annual additions should exceed 30 GW
in order to reach the 2030 goals. Per-
mitting bottlenecks are the main con-
straints to the rapid development of
wind energy. An assessment done in
2020 by WindEurope showed that the
permitting procedures could take up to

10 years when the construction phaseiis
of about 2 years. In April 2023, 80 GW
of projects were awaiting permits across
Europe. The European Commission’s
REPowerEU plan was also designed to
lift these barriers and shorten the per-
mitting period.

In spite of these different constraints,
solar and wind power production is on
track to break historical records in 2023
in the European Union. The outlooks
published by SolarPower Europe and
WindEurope show that the share of so-
lar and wind energy in total production
will continue to increase.

In addition to higher renewable pro-
duction, power consumption in the EU
was lower than average in the first half
of 2023. This decrease was mainly
caused by emergency measures taken
in the context of the energy crisis. In
September 2022, EU ministers agreed
on a mandatory target to reduce elec-
tricity consumption by 5% during peak
hours, in an effort to decrease the price
volatility. These measures were imple-
mented between December 2022 and
the end of March 2023. Soaring power
prices were causing a lot of demand de-
struction across many energy-intensive
industries, such as steel and chemicals.

Power consumption was also partially
lower due to the warmer than average
temperatures caused by global climate
change. On the one hand, the winter of
2022/2023 was the second warmest
ever recorded in Europe, therefore
there was a softer demand for the heat-



ing. As aresult, power demand dropped
by 9% in the fourth quarter of 2022 and
continued to be lower than average in
the first half of 2023. In May 2023, total
demand plummeted to 247 GW.

This drop in average consumption in
combination with an increase in renew-
able power output has significantly re-
duced the demand for fossil fuels. Coal
power production dropped by 32% and
gas production fell by 22% in the first half
of 2023 compared to the same period in
2022. In May 2023, the average coal
power output fell below 30 GW and was
even lower than coal generation during
the first lockdown of COVID-19. Gas
production was also the lowest ever re-
corded in May 2023 at 33 GW.

As aresult of the impressive drop in fos-
sil power production, the average car-
bon intensity in the EU also decreased
significantly in the first half of 2023
compared to historical averages. In the
second quarter of 2023, the average
carbon intensity was 244 gCOZ2eq/
kWh, down by 19% compared to the
second quarter of 2022.

The combination of conditions that has
enabled the variable renewables to
overtake fossil generation for two
months is exceptional. Due to climate
change, the frequency of extreme
weather events will increase in the fu-
ture and this could be in favor of wind or
solar power generation depending on
the season. The demand destruction
caused by the energy crisis is unexpect-
ed anditis not clear if this reduction will
sustain in the future.

As with the COVID-19 pandemic, we
may observe a rebound effect towards

the end of 2023 as power prices return
to lower levels. Total consumption of
energy in the EU is likely to increase
which will make the demand for fossil
fuels peak and generate higher carbon
emissions. The |EA pointed out in a
commentary that behavioral changes
in the residential and services sectors as
well as voluntary energy savings in-
duced by government-led public cam-
paigns contributed to the demand de-
clinein 2023. These initiatives are good
long-lasting solutions and can enable a
further sustainable demand reduction
in the future which will drive the fos-
sil-fuel phase out.

As power capacity increases in Europe,
renewable power production will con-
tinue increasing in the power mix. Re-
newables will overtake fossil genera-
tion on a more consistent basis in
periods where weather conditions are
favorable along as countries adopt
fossil phase-out plans. However, a high
renewable penetration remains uncer-
tain and dependent on weather condi-
tions. As seen in the second half of
June 2023, the trend switched again
as wind speeds in Northern Europe
were abnormally low. Temperatures
were also on the upper side of normal,
increasing the demand for cooling.
Lower renewable energy availability
meant that fossil fuel generation was
necessary to cover the additional de-
mand.

Renewable energy variability can be
mitigated by upgrading grid transmis-
sion capacities, both regional and inter-
national. These strategies need to be
supported by efficient policies at Euro-
pean and national levels. On the de-
mand side, a key lever to ensure the du-

rability of this trend is the sustainable
decrease of power consumption. This
can be achieved by enabling energy ef-
ficiency strategies and load shifting for
households and businesses. By em-
powering the final consumers to adjust
their consumption patterns based on
renewable  penetration, electricity
prices and the carbon intensity of the
mix, fossil generation sources will be
pushed out of the power mix for longer
periods of time.

Experience transfer for advanced
energy efficiency in Russia

The use of renewable energy has many
potential benefits, including a reduc-
tion in greenhouse gas emissions, new
investments and taxes, the diversifica-
tion of energy supplies and a reduced
dependency on fossil fuel markets (in
particular, oil and gas). The growth of
renewable energy sources may also
stimulate employment in Russia and
CIS countries, through the creation of
jobsin new ‘green’ technologies.

Transitioning towards renewable and
sustainable energy systems is a com-
plex process that requires thorough
planning of policies, legislation, and im-
plementation. A key message is that
there is no one-size-fits-all package for
sustainable energy transitions, as each
country’s objectives, capabilities and
constraints will shape its policy ap-
proach. And currently there are many
countries that are undergoing or plan-
ning their transitions towards sustain-
able energy systems through a combi-
nation of policy measures, advanced
technologies and changes in consumer
behavior.

Figure 1. Dynamics of variable renewable energy and fossil fuel production in the EU
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Abstract:

The article aims to navigate businesses operating in Russia
through a variety of decarbonization instruments
established in global markets and now rapidly emergingin
Russia. Properly selected instruments may help companies
to achieve their ESG targets and in some cases comply with
mandatory regulatory requirements. Use of these
instruments may also be central to ensure bankability of
investment projects with ESG flavor.

Basic concepts

Allowances and attributes

The pursuit of regulatory and voluntary
corporate climate initiatives over the
last several decades has created a mon-
etary value of:

» Emission allowances — administra-
tive permits to emit certain amount of
greenhouse gases (GHG) measured
in carbon dioxide equivalent (CO2e).
Companies purchase and retire the
allowances to comply with their
statutory obligations under regulat-
ed emissions trading system (ETS).

» Voluntary carbon credits and
clean power attributes — intan-
gible attributes of clean power pro-

jects and projects that directly or
indirectly result in GHG reduction,
prevention or sequestration that
can be sold as contractual items. In
most cases companies purchase
the credits and attributes to comply
with their voluntary carbon man-
agement and renewable energy
programs.!

Carbon credits, energy certificates
and PPAs

Climate projects and carbon credits.
The attributes of GHG reduction,
avoidance or sequestration projects
(climate projects) are formalized as car-
bon credits also known as carbon off-
sets, emission reduction units or emis-
sion removal units.

' Carbon credits and power attributes belong to different markets: carbon markets per se (credits) and
power markets (EACs). However, they both effectively represent the same — the right to report that the
company has contributed to global energy transition and climate objectives by purchasing and retiring
the carbon credits or energy attributes certificates (EACs). To that extent, carbon credits (attributes of
climate projects) have more similarity with EACs (attributes of power projects) than allowances.
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Properly selected instruments may help companies to achieve their
ESG targets and in some cases comply with mandatory regulatory
requirements. Use of these instruments may also be central to
ensure bankability of investment projects with ESG flavor.

Power attributes, certificates and
PPAs. The attributes of a megawatt
hour (MWh) of low-carbon power are
certified by energy attribute certificates
(EACs). Various EAC tracking systems
have different titles for EACs, such as
renewable energy certificates (RECs),
guarantees of origin (GOs) or green
certificates.

EACs can be sold under a corporate
power purchase agreement (bundled
EACs) or separately from the corporate
power purchase agreement (PPA) (un-
bundled EACs). Sometimes, the green
attributes are transferred directly under
a specific clause in the PPA — absent of
EACs. The PPAs can take two core
forms:

» Physical PPA — whereby the cor-
porate offtaker commits to pur-
chase power as such from the gen-
erator at the freely negotiated
price comfortable to both parties.
The power due to its physical na-
ture would still be transmitted via
public electric grid where it will be
mixed with power generated by
other sources.

» Virtual or synthetic (VPPA) —
whereby the parties commit to
hedge the price for power. Put sim-
ply, under the VPPA the power
generator and corporate offtaker
agree on certain strike price. That
price differs from the actual market
price at which generator sells and
offtaker buys the power. If the
strike price exceeds market pricein
a given period (disadvantageous
for generator) — the offtaker com-
pensates the difference to the gen-
erator. And vice versa, if the market
price exceeds the strike price (dis-
advantageous for offtaker) — the
generator pays the excess to the
offtaker.

Both physical and virtual PPAs achieve
the same goal. They enable the genera-
tor to recoup the investments into the
power station and to repay the bank
loans and other finance borrowed for
the project. The offtaker benefits from
predicable power costs for power and
its green attributes.

Additionality

Carbon credits. Not every climate-re-
lated activity represents the climate
project eligible to generate carbon
credits. The climate projects must com-
ply with a number of requirements such
as additionality. In brief, the additionali-
ty test implies that a given company
would not have implemented the cli-
mate project, should it be unable to
benefit from the revenue stream from
selling the carbon credits.

EACs and PPAs. The additionality test
does not explicitly apply to EACs. In
practice, unbundled EACs are some-
times criticized for having little addi-
tionality due to their relatively low cost
and inability to incentivize new power
projects. To the contrary, PPAs are
viewed as having greater additionali-
ty —as they often help power producers
to secure financing for a new (addition-
al) greenfield power project that the
power generator would have built ab-
sent of the PPA — either physical or vir-
tual.

Compliance and voluntary markets

Carbon markets. The compliance car-
bon systems taken broadly include
state-regulated ETSs and carbon tax
systems — both of which establish a
‘price on carbon’. Voluntary markets are
normally administered by independent
private institutions — such as Verra,
Gold Standard or Global Carbon Stan-
dard. In some cases, voluntary markets
can be state-administered.

The ETS-regulated entities purchase
emission allowances or emission per-
formance credits to comply with their
statutory obligations. Voluntary carbon
credits are purchased primarily to com-
ply with voluntary GHG targets, and
less often to fulfil a certain percentage
of their obligations under the ETS
(California, China) or carbon tax (South
Africa).

EACs. In compliance markets, utilities
or other regulated entities may pur-
chase and redeem EACs to fulfill their

statutory obligations — such as utility
companies in several US states under
the regulation called Renewable Port-
folio Standard (RPS). As another exam-
ple, some Chinese companies must
purchase certain amount of renew-
able-based power or EACs that under-
pin such power.

In voluntary markets EACs are com-
monly used by non-regulated compa-
nies to fulfil their voluntary renewable
energy goals and/or reduce Scope 2
emissions.

The Paris Agreement

1.5°C and NDCs. The Paris Agreement
sets a framework objective to keep the
increase in global average temperature
to well below 2°C above pre-industrial
levels and to work to limit the tempera-
ture rise to 1.5°C. Countries that joined
the Agreement submit their action
plans to contribute to that objective by
reducing their GHG emissions. These
plans are known as Nationally Deter-
mined Contributions (NDCs). Coun-
tries must update their NDCs every five
years.

Carbon market. Article 6 of the Paris
Agreement aims to incentivize coun-
tries to adopt more ambitious NDCs by
allowing the countries themselves and
businesses thereof to trade:

» ITMO. Article 6.2 enables the states
to trade in internationally trans-
ferred mitigation outcomes (ITMOs)
through bilateral or multi-lateral
arrangements. Private entities may
also play a role in the ITMO mecha-
nism by generating the underlying
GHG reductions or removals.

» A6.4ERs. Article 6.4 establishes the
Sustainable Development Mecha-
nism (SDM) to create a universal
carbon market for public and pri-
vate entities. Over time, voluntary
projects may seek to transition into
the SDM, should comparable
methodologies be available. Possi-
bly, the SDM units will become rec-
ognized in international and do-
mestic schemes.
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Parties to the Paris Agreement are
working to develop the rulebook for
ITMOs and A6.4ERs trade. Whilst such
multilateral rulebook is pending, some
countries entered into bilateral agree-
ments to cooperate in their NDCs
achievements — arguably opening op-
portunities for their private sectors.

Russian carbon and green
attributes markets

Carbon market

Federal carbon market. In 2021, Russia
adopted the Federal Law on Limiting
GHG Emissions. The law sets out the
basic principles of Russia’s nationwide
climate projects and carbon credits
trading. Several Russian companies
have already registered their climate
projects in the national carbon registry.
Some of them have already sold their
carbon credits generated by such pro-
jects.

Other companies have issued and sold
carbon credits in other carbon regis-
tries operated by independent private
institutions.

Regional compliance market -—
Sakhalin ETS. In March 2022, Russia
passed a federal law on the trial of re-
gional cap-and-trade systems. The
Sakhalin Oblast would be the pioneer
region to set up such a system. Recent-
ly, the authorities have approved caps
for local regulated companies. Compa-
nies that overperform their caps may
sell the emission performance credits
to underperforming companies. Com-
pliance with caps can also be achieved
by purchasing voluntary credits regis-
tered in the federal carbon registry re-
gardless of region where the underlying
climate project was implemented.

Kaliningrad Oblast, Irkutsk Oblast,
Khabarovsk Krai, Khanty-Mansi Auto-

nomous Okrug, Altay Krai, Bashkiria
and some other regions may follow-up
once the Sakhalin ETS gets well-tested.

International cooperation and the
Paris Agreement

Russia’s current NDC entails reduction
of GHG emissions by 2030 to 70% rela-
tive to the 1990 level — which equals a
30% emission reduction target. The tar-
get is subject to the maximum possible
absorptive capacity of forests and other
ecosystems and is subject to the sus-
tainable and balanced social economic
development of the Russian Federa-
tion.

Some argue that Russia may easily
overperform its NDC target. This opens
the possibility for Russia to be the “do-
nor” in terms of helping other countries
to achieve their NDCs, if Russia enters
into bilateralinterstate agreements with
relevant countries orif multilateral rules
under Article 6 are developed. That
may potentially enable companies op-
erating in Russia to either:

» accessthe funding for climate relat-
ed activities within Russia from
those countries or businesses
thereof by engaging into Article 6 or
other mechanisms (project devel-
oper perspective); or

» implement climate projects outside
of Russia to offset their Russian or
global GHG emissions (offsetting
company perspective).

Similar opportunities may also derive
from Russia’s efforts to a single carbon
market with EAEU and BRICS+ coun-
tries.

Power attributes, EACs and PPAs
Attributes and EACs

I-RECs. In 2020-2022 Russian renew-
able (including large hydro) generators
have been able toissue and sell interna-
tional renewable energy certificates
(I-REC). I-REC platform has been ad-
ministered by |-REC Services B.V,, a
Dutch private company. The non-profit
association Goal Number Seven Asso-
ciation has been acting as the local is-
suer of I-RECs. In the two years of its
operation, the I-REC registry has regis-
tered 86 Russian power plants and 3.5
million certificates. In March 2022
I-REC suspended its Russian opera-
tions.

Carbon Zero. In 2022 a new private ac-
tor — Carbon Zero — launched its regis-
try and standard in replacement of
[-RECs. Most of Russian clean power

generators have registered with Car-
bon Zero. There have already been sev-
eral landmark transactions with Carbon
Zero certificates.

Sber. In September 2023 Sber kicked-
off its own power certification system.

National EACs. In August 2023 Russia
passed amendments to power law that
introduced a concept of power attri-
butes which may be sold (i) attached to
power via a PPA or (ii) separately from
power — being certified by EACs. Apart
from renewables, nuclear power plants
will also be eligible to generate the attri-
butes.

EAEU EACs. Russia and other Eurasian
Economic Union countries are working
to enable cross-border transfer of EACs
as part of broader efforts to create a sin-
gle power market.

PPAs

Russian law allows power generators
and consumers to enter into PPAs on
wholesale and retail markets, as well as
to structure multi-tier contractual ar-
rangements involving utility compa-
nies. These instruments require further
perfection, in particular with a view to
promote the PPAs as instruments to
incentivize investments into new (addi-
tional) power projects in line with the
global PPAs practice.

What may business consider
doing with these tools?

» Testing various contractual models
with EACs and carbon credits —
such as single time purchase, re-
curring purchase, call option and
others.

» Making revenue streams out of
selling EACs and carbon credits
part of investment projects busi-
ness models to improve their bank-
ability.

» Testing corporate PPA outside of
Russia.

» Adapting global corporate PPA
models to the Russian landscape.

» Acquiring a foreign corporate PPA
generator in a jurisdiction with the
established PPA practice.

» Participating in clean power or cli-
mate projects as an equity inves-
tor — including in partnership with
other businesses with ESG targets.

» Developing new climate projects
methodologies — including in new
areas such as hydrogen or CCS/
CCU.

» Exploring existing and proposing
new regulatory and tax incentives
for projects with the ESG dimen-
sion.
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The article explores the current status of the green finance market in Russia. The main focus is
on the instruments used for raising finance for ESG projects (loans and bonds as key
instruments, insurance and crowdfunding as developing instruments) and ancillary regulations
aimed at making green finance more accessible and popular (green taxonomy and other
regulations, prospective carbon units’ market). Special reference is made to state support

(subsidies of green projects).
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Green finance market in Russia
today

Therole of environmental, social, and gov-
ernance (“ESG”) and green finance has
been rapidly increasing around the world
for the last decade. Investors kept sup-
porting green projects even during the
global economic recession of the past two
years. This is equally relevant for the Rus-
sian green finance market, which is ex-
pected to continue developing despite
the current trends in the global economic
situation.

By the beginning of 2023, Russian
companies have issued green bonds in
the aggregate amount of almost RUB
395 billion. Based on figures for 2022,
Russian financial market participants
also issued ESG loans in the amount of
RUB 1.85 trillion. Major financial institu-
tions, such as Sberbank, Gazprombank
and DOM.RF have been implementing
comprehensive long-term strategies
for green loans and bonds. Recently
Sberbank went significantly beyond its
earlier plans and increased its sustain-
able financing portfolio up to RUB 1.3
trillion, while Gazprombank provided
financing to the landmark renewable
energy project of Kuzminskaya WPP
and participated in organizing the first
placement of green bonds of the Gov-
ernment of Moscow. DOM.RF, the larg-
est state bank in the housing finance
sector in the country, actively promotes
green finance in the real estate infra-
structure sector (including through the
mechanism of providing loans for pur-
chasing apartments in energy-efficient
houses with low interest rates for the
borrowers (also known as a “green”
mortgage)).

Major investors in the Russian market
continue to express an interest in ESG
and see a significant potential for fi-
nancing green projects, includingin the
transport sector such as the construc-
tion of LNG-powered marine vessels
and the development of electric and
hydrogen-powered engines.

Therefore, the green finance agenda in
the Russian economy remains relevant,
whichis also evidenced by the develop-
ment of public and private financing
and support instruments as indicated
below.

Sources and support of green
finance

There are two key sources of finance
and support for green projects in Rus-
sia: private and public.

The first includes investment in and
support of green projects by private

companies and individuals, which can
be presented in the form of green loans,
green bonds, environmental liability in-
surance and even crowdfunding.

The second — public support and fi-
nancing — plays a driving role in the de-
velopment of the sector. It includes the
financing of green projects directly by
the federal and regional governments
and state support for the private sector
(subsidies to promote the “best avail-
able technologies” in the industry sec-
tor and regulating the green bonds and
carbon unit markets).

Instruments of private green
finance

Sustainable loans and green bonds are
the key instruments in the market for
financing ESG, climate or environmen-
tal projects (“ESG projects”).

Green loans are usually provided by fi-
nancial institutions for financing green
projects. The borrowers under such
loans are required to use all (or at least
part) of its proceeds to fund relevant
projects making a substantial contribu-
tion to an environmental objective. A
typical green loan includes a list of
covenants obliging the borrower and/
or other obligors to, for instance: (i)
comply with various environmental in-
dicators, (ii) implement new technolo-
gies and an ESG policy, and (iii) perform
other actions that decrease environ-
mental damage.

Issuance of fixed-income debt financial
instruments (i.e. green bonds) s
another way for raising finance for ESG
projects. Usually, green bonds are cir-
culated in the public market, which
makes them attractive for promoting
green projects in the community.

Green loans and bonds are the most
widely used mechanisms of green fi-
nance in Russia. Examples of projectsin
the country implemented with their use
include the construction of renewable
energy facilities in various regions, the
construction of eco-technoparks for
waste recycling and utilization by Ros-
atom and the development of electric
transportation, including the purchase
of electric buses by the Moscow gov-
ernment and the purchase of electric
trains by Russian Railways.

Environmental insurance and crowd-
funding are relatively new and develop-
ing instruments for supporting and fi-
nancing ESG projects and not so
widespread as green bonds and loans.

Environmental insurance covers vari-
ous insurance instruments linked, one

way or another, to ESG projects and
their financing by other instruments.
For example, Russian energy sector
companies producing and transporting
oil, gas and other natural resources use
voluntary and obligatory liability insur-
ance (depending on the types of in-
sured activities) to cover the risk of ac-
cidents resulting in environmental
pollution. In addition, insurance com-
panies provide credit risk insurance in
relation to green loans. Another instru-
mentisindex-based (parametric) insur-
ance which provides that the insurer
pays insurance compensation when
parameters of the risk event (e.g. the
level of water in case of a flood, wind
speed in case of a hurricane, the magni-
tude of an earthquake, etc.) reach the
limits defined in the insurance agree-
ment.

Crowdfunding is another way of financ-
ing ESG projects allowing the fund-
raisers to obtain funds from the general
public (individuals and companies) who
are passionate about the ESG agenda.
It can be effected either in the form of
charitable donations (on a non-refund-
able and interest-free basis) or as a
commercialactivity (debt, equity-based
or royalty-based financing).

The core Russian financial institutions
and commercial companies are actively
involved in promoting green finance
through various legislative initiatives
and by developing their own policies.
They work in close collaboration with
federal and regional authorities.

The most notable collaboration project
is the green taxonomy developed by
the State Development Corporation
VEB.RF together with the Government
of Russia in 2020-2021 defining the list
of ESG projects which may attract low-
cost financing. In spring 2023 it was
amended to include, inter alia, projects
implementing energy-efficient housing
and hydrogen transport infrastructure
and to introduce standards for regular
ESG reporting.

Another result of such collaboration is
the development of the standard
(“GOST") for energy efficient construc-
tion projects by DOM.RF.

State support

The Russian Government plays a lead-
ing role in developing and promoting
ESG initiatives and provides the follow-
ing key instruments of support and reg-
ulation in the ESG sector:

» Subsidies. The Russian Govern-
ment allows the grant of subsidies
to companies issuing green bonds



»

»

and/or attracting green loans from
Russian banks with a purpose of im-
plementing “best available techno-
logies” (the criteria of which are de-
termined by the Government in the
corresponding resolution) at facili-
ties that have a significant negative
environmental impact. The subsi-
dies are aimed at the partial reim-
bursement of such companies
against coupon payments/interest
payments.

Green bonds regulation. The Cen-
tral Bank of Russia, exercising its fi-
nancial regulatory role included in
its regulation on the issuance of se-
curities a legal framework for green
bonds, setting out the requirements
forissuing green bonds in the public
market. For instance, such regula-
tions take into account international
ESG efforts and provide that the
decision to issue bonds may include
information on the intended pur-
pose of the issuer’s activities related
to the achievement of ESG goals set
out by the United Nations and the
Paris Agreement.

Carbon Unit Market. The Russian
Government actively develops the
carbon unit market by adopting re-
levant legislation, including the leg-
islative experiment in the Far East.
As part of this initiative, the carbon
unit register and the register of CO2
emissions started functioning in the
second half of 2022 and the second
half of 2023, respectively. Carbon
units are released to the market by
companies implementing “climate
projects” that reduce CO2 emis-
sions, e.g. planting and restoring
forests, sustainable agriculture. The
idea of this initiative is to encourage
companies to implement green
technologies to receive additional
income from the sale of carbon
units to those entities that need to
use them to reduce their carbon
footprint. Carbon units have signifi-
cant potential in ESG projects —
they can serve as an indicator and
proof of the ESG-nature of a project
and they may potentially (if the rele-
vant legislation is implemented or
clarifications are given) be used in
transactions (e.g. be pledged in fa-
vour of financing banks).

>

There are other state support initia-
tives for green projects under discus-
sion in Russia, including tax incentives
and benefits (e.g. zero tax rates on
green bonds) and subsidies for inter-
est rates of green loans not necessarily
related to implementing the “best
available technologies”. Some experts
also suggest implementing punitive
incentives such as increased loan in-
terest rates and taxes for polluting
companies.

Case-study: green loan in the
Russian market

In conclusion, based on the current
practice in the Russian market and the
available and potential (prospective or
actually being developed) finance and
supportinstruments described above, a
basic structure of a potential financing
transactionin respect of an ESG project
may look in the near future as follows:

» A Russian company (e.g. from the
transport, natural resources or en-
ergy sector) introduces a compre-
hensive ESG strategy which in-
cludesabusiness plan toimplement
the “best available technology” re-
ducing CO2 emissions in its daily
operations complying with green
and ESG standards set by financial
institutions — potential lenders (in-

cluding, possibly, the green taxono-
my mentioned above). The compa-
ny provides multiple major Russian
banks with a draft proposal for a
green loan accompanied by the re-
sults of the independent appraisal
of the company’s ESG activities.
The bank provides to the company a
green loan which contains a specific
purpose for use of funds and a set of
green covenants similar to the one
described above. The company
commits, inter alia, to publish annu-
al ESG reports and to prepare a set
of reporting indicators to describe
the environmental benefits as a re-
sult of the ESG project’s implemen-
tation.

The company obtains a subsidy
from the Russian Government for
partial compensation of the interest
payable under the green loan in fa-
vour of the bank.

The company implements and op-
erates the “best available technolo-
gy” in its daily activities which may
be considered a “climate project”
for the purposes of carbon units
regulation. Consequently, the com-
pany may obtain carbon units and
use them for the sake of the respec-
tive ESG project (sells them to other
market participants to generate an
additional source of income or, po-
tentially, pledge them in favour of
the financing bank).

The core Russian financial institutions and commercial companies
are actively involved in promoting green finance through various
legislative initiatives and by developing their own policies.

AEBRUS.RU
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The trend of ESG awareness, which
originated in United Nations reports in
the early 2000s, has not slowed down
despite COVID-19 and the unstable po-
litical situation, but has rather acceler-
ated globally. Environmental, social and
governance issues of entrepreneurial
activities and, as a result, importance of
making business not only profitable but
also responsible and sustainable in the
long run became more apparent than
ever. In the last decade the Russian
business and legal community has fol-
lowed in the footsteps of the global
community and started to implement
best practices, adapting them to the lo-
cal environment.

Based on financial and marketing data,
itis possible to see that the trend is not
only represented in articles and com-
pany presentations, but also has a very
visible impact oninvestments and cash
flows. Both Russian and international
analytics note that socially responsible
investments are becoming an impor-
tant instrument of the global financial
market. For example, according to
Bloomberg, the size of assets man-
aged under ESG-themed portfolios
reached approximately USD 40 trillion
by 2021 and is expected to reach USD
53 trillion by 2025". The Russian mar-
ket has traveled the same path: in
2021, the Moscow Exchange for the
first time published “Guidelines for Is-
suers: How to Meet Best Sustainability
Practices”? and proclaimed its goal to
promote the implementation of sus-
tainability principles by Russian com-
panies, improve the quality of dis-
closed sustainability information and
create conditions for responsible in-
vestment.

If we look at how states and companies
put into practice what they publicly
preach, itis possible to divide ESG prac-
tices into obedient compliance with
pre-existing requirements and requests
and actions that go beyond what is
strictly required under local law. In
2020, the President of Russia signed
the Decree “On National Development
Goals of the Russian Federation for the
period until 2030”, which defines 5
goals and 24 target indicators. The re-
spective goals and targets demonstrate
Russia’s commitment to global sustain-
able development challenges and ESG
practices.

Starting with the environmental part of
this acronym, we can say that Russia is
slowly but steadily moving towards
stricter regulation of activities that have
an impact on ecology, nature, and the
environment, which is not easy given
that a significant part of Russia’s GDP is
provided by extractive industries. Under
Russian law, any activity that may have a
negative impact on the environment is
subject to the issuance of a special per-
mit or license, the establishment of limits
on the amount of such impact or pollu-
tion, the payment of compensation for
negative impact, and prosecution in the
event of a violation. The Russian Federa-
tion ratified the Paris Agreement on De-
cember 12, 2015. The Agreement in-
cludes commitments to reduce
emissions and for countries to work to-
getherto adapt to the impacts of climate
change, and encourages countries to
strengthen their commitments over
time. There is a more recent develop-
ment in this regard — the creation of car-
bon market regulation. The Russian au-
thorities have formulated a regulatory

' https://www.bloomberg.com/professional/blog/esg-assets-may-hit-53-trillion-by-2025-a-third-of-

global-aum/

2 https://www.moex.com/n54097



framework, a mandatory trading system,
and facilitated the development of a vol-
untary market for carbon units. So far,
thisis only a framework, but it provides a
good basis for further scaling and
launching new climate-friendly projects.

With regard to social issues, there is a
solid legal framework: the Russian La-
bour Code and supporting regulations
establish the employer’s obligation to
ensure equal treatment of employees
regardless of sex, age, race, color, na-
tionality and other factors, and regulate
in detail occupational health and safety
conditions, as well as provisions on fair
compensation. It is important to assess
the fulfillment of these requirements,
as well as any further steps taken by the
employer (e.g. to address gender im-
balances or to provide additional edu-
cation, medical care or any other form
of social support).

In the area of governance, the Bank of
Russia has been working to promote
good corporate governance, starting
with the Corporate Governance Code
adopted in 2014 and following with ad-
ditional recommendations in form of
information letters (e.g. on disclosure of
information on the remuneration of
board members and senior manage-
ment, on self-assessment of board per-
formance in PJSCs, on implementation
of responsible investment principles,
on disclosure of non-financial informa-
tion), which contribute to the creation
of a more developed and sustainable
corporate management in the Russian
companies, especially public ones.

State ESG policies should create an in-
centive for companies to develop and
disclose measures to ensure their finan-
cial, environmental sustainability, and
social responsibility. If a company com-
plies with the legal requirements and
has taken some additional ESG mea-
sures, it can use this for marketing pur-
poses or to attract additional invest-
ment. For these purposes, the Moscow
Exchange points out that qualitative
characteristics of ESG data are import-
ant, as they facilitate decision-making
by management, investors and other
stakeholders. It indicated that market
and banking industry research shows
that companies that have identified
their material issues and focused their
disclosure efforts on them perform bet-
ter financially than companies that fo-
cus on all ESG factors at once or priori-
tize non-material ones. But what should
companies measure and report, and
how should their actions be evaluated?
That is where ESG ratings come in.

3 https://www.pwc.com/kz/ru/esg-rating.html

ESG ratings are an emerging market —
since 2014, the Russian Union of Indus-
trialists and Entrepreneurs (RSPP) has
launched sustainability ratings, and
from 2019, together with the Moscow
Exchange, launched Russia’s first ESG
ETF based on the calculated Sustain-
able Development Index. In 2018 it was
joined by RAEX-Europe, which re-
leased the first ESG rating based on 8
indicators for 30 companies. This was
followed by many ESG ratings, which
are usually offered by established rat-
ing agencies such as National Rating
Agency, Expert RA, National Credit
Ratings and ACRA.

However, the positive impact of ESG
ratings and their potential application
are limited by some inherent problems,
namely:

» differences in approaches and in-
terpretation of information by rating
companies (according to PWC re-
search, rating agencies can assign
completely different ratings to the
same company?);

» conflicts of interest need to be mon-
itored and prevented;

» the reliability of information used
for rating purposes may be ques-
tionable;

» ESG practices vary significantly de-
pending on the size and industry of
the company.

In this regard, the Bank of Russia has
steadfastly been a voice and supporter
of the ESG agenda. In its recommenda-
tions on disclosure of non-financial in-
formation, it suggests that companies
should be guided by five basic princi-
ples when disclosing non-financial in-
formation: (1) objective, balanced and
understandable presentation of infor-
mation; (2) necessary and sufficient
amount of disclosed information; (3)
forward-looking and strategic orienta-
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tion of non-financial information dis-
closure; (4) stakeholder orientation; (5)
consistency and comparability of dis-
closed information.

Once a company has disclosed reliable
and consistentinformation, it can be re-
viewed and compared by rating agen-
cies. On June 30, 2023, the Bank of
Russia published recommendations on
the development of methodology and
the assignment of ESG ratings. These
recommendations apply to non-credit
ratings and other public assessments of
sustainable development and provide
comprehensive guidance on rating ac-
tivities, including overview of best prac-
tices, organizational issues, and possi-
ble criteria for each component
(corporate governance, environmental
and social responsibility). Hopefully,
they will be used by the market as a
guide to action and increase trans-
parency in this area, making ESG rat-
ings a more useful and understandable
tool for market participants.

Based on ESG assessments conducted
by Analytical Credit Rating Agency and
National Rating Agency, Russia has re-
corded a 35% growth in the ESG prod-
ucts market against the backdrop of
geopolitical transformations of 2022-
20234 This is quite an unexpected de-
velopment as sometimes ESG is still
seen as an additional function rather
than anintegral part of day-to-day busi-
ness. Uncertain and economically un-
stable times may test the ESG agenda of
the day, allowing companies to see for
themselves if following ESG objectives
and implementing necessary measures
will create an additional value for them,
their employees, and customers in the
shortand long term. Inturn, ESG ratings
of such companies, based on complete
and reliable data and properly analyzed,
will serve as important benchmarks for
investors, stakeholders, and consumers.

State ESG policies should create
an incentive for companies

to develop and disclose measures
to ensure their financial,
environmental sustainability,

and social responsibility.

4 https://economics.hse.ru/ecjourn/news/827644897.html

AEBRUS.RU

Status and potential of ESG laws and ESG rating systems in Russia

—h
0

MOVING TOWARDS SUSTAINABILITY


https://aebrus.ru

Part 2. Green framework: providing advice for companies

N
o

MOVING TOWARDS SUSTAINABILITY

Current regulation
of office equipment

disposal

DMITRY
BOGDANOV

SENIOR ASSOCIATE,
SEAMLESS LEGAL

Dmitry Bogdanov is a senior associ-
ate in the Real Estate & Construc-
tion team of SEAMLESS Legal.

His practice focuses on real estate,
construction, contract and corpo-
rate law. Dmitry acts on behalf of
foreign companies and regularly
advises them, particularly in the
areas of EPC projects and renew-
able energy projects.

His recent work also focuses on en-
vironmental law issues, such as
waste management, greenhouse
gas emissions, carbon manage-
ment, hydrogen projects, etc.

Best Lawyers 2022, Pravo-300
2023 and Kommersant 2023 list
him among the best experts in the
environmental law issues in Russia.

Abstract:

Many companies eventually encounter the challenge of
disposing of their outdated or broken office equipment,
including servers, computers, laptops, monitors, and
accessories. However, only a few are aware of the regulations
that apply to this process. These regulations encompass
various tax and accounting rules, as well as legal
requirements for waste treatment and the circulation of
precious metals. Failure to comply with these regulations can
result in administrative liability. In this article, we will explore
this topic and provide practical, step-by-step guidance on
how to properly document the disposal procedure to ensure
that office equipment is disposed of correctly.

Many companies eventually encounter
the challenge of disposing of their out-
dated or broken office equipment, in-
cluding servers, computers, laptops,
monitors, and accessories.

Due to a direct legal prohibition, this
equipment cannot be simply discarded
into a trash container, as its components
may have a detrimental impact on the
environment. Furthermore, these com-
ponents often contain precious metals,
the circulation of which is subject to
specific regulations.

All of the above explains why the rules
governing the disposal of computer
equipment are so stringent. Unfortu-
nately, companies tend to remember
these rules only when they face disposal
issues.

That being said, failure to comply with
the established requirements can re-
sult, for companies, in administrative
liability in the form of a fine of up to
RUB 250,000 or administrative sus-
pension of business for up to 90 days,
in accordance with Article 8.2(1) of the

Russian Code of Administrative Of-
fences.

For certain violations (such as the ab-
sence of mandatory documents or
non-compliance with requirements for
accounting and storage of precious
metals), a company may incur adminis-
trative liability under other articles of
the Russian Code of Administrative Of-
fences, as elaborated below.

The disposal procedure can be condi-
tionally divided into three stages: the
company’s actions to write off office
equipment, entering into an agreement
with the disposal company, and subse-
quent documenting of the fact of dis-
posal.

Actions to write off office
equipment

In order to transfer outdated or broken
office equipment for disposal, a compa-
ny must first classify such equipment as
waste by removing it from the compa-
ny’s balance sheet.



The following are the main steps to
achieve this:

» Formation of a commission for
writing off: The company’s CEO
should issue an order to form a
commission responsible for the
write-off process. This order should
specify the equipment being writ-
ten off, as well as the commission
members, who are usually selected
from the company’s employees.

» Inventory and internal certificate:
The commission should conduct an
inventory of the equipment and
issue an internal certificate on writ-
ing off the equipment and its subse-
quent disposal. The certificate
should include details about the
equipment, its remaining value, and
the reason for its write-off. This
could be due to malfunctions and
unsuitability for further use (in such
cases, it's recommended to specify
the defects leading to the malfunc-
tion and attach a technical exam-
ination report). Alternatively, it
could be due to equipment obso-
lescence after reaching its service
life. The certificate should clearly
state that the written-off equip-
ment is being transferred to a dis-
posal company.

» CEO'’s order for write-off: Follow-
ing the above certificate of the
commission, the CEO should issue
an order to write off the equipment
and transfer it for disposal.

According to the Federal Classificatory
Catalogue of Wastes (FCCW), waste
computer equipment typically falls un-
der hazard class IV. For this type of
waste, a company is required to create a
specific document known as a waste
passport.

The procedure for issuing waste pass-
ports was established by Order of the
Ministry of Natural Resources of Russia
No. 1026 dated 8 December 2020.
These waste passports should outline
the chemical and/or component com-
position of the relevant waste and how it
is determined.

>

In practice, the development of waste
passports is usually entrusted to a cho-
sen disposal company.

Failure to obtain waste passports can re-
sult in an administrative fine of up to
RUB 350,000, in accordance with Art.
8.2(9) of the Russian Code of Adminis-
trative Offences.

As mentioned above, the disposal of of-
fice equipment is also complex because
its components, such as boards and mi-
crochips, often contain precious metals.

Rules for accounting and storage of
precious metals, precious stones, and
products made from them (as approved
by Decree of the Government of Russia
No. 731 dated 28 September 2000) re-
quire precise tracking of any operations
with precious metals at all stages, from
equipment acquisition to write-off and
disposal. The internal certificate on writ-
ing off the equipment must specify the
precious metals contained in the equip-
ment and their weight. Such informa-
tion can be obtained from available
technical documentation or examina-
tion results.

Violations of these rules can result in an
administrative fine of up to RUB
80,000, in accordance with Art. 15.47(1)
of the Russian Code of Administrative
Offences.

Additionally, when writing off equip-
ment, a company (either independently
or by engaging an entity licensed for af-
finage) must remove parts containing
precious metals and prepare a separate
report. If the company handles this op-
eration independently, it must also ac-
count for the scrapped precious metals.

In practice, many companies do not ad-
here to these requirements diligently,
often mentioning in their certificates
that the quantity of precious metals in
the equipment transferred for disposal
(and in the accompanying technical
documentation) is not determined.
Since, for most companies disposing of
office equipment, precious metal turn-

over is not a primary business activity,
the risk of administrative liability in such
cases is relatively low.

Once office equipment is written off as
waste, the company has 11 months to
transferit to a disposal company. Storing
waste beyond this period is considered
warehousing of waste, which requires li-
censing under the Federal Law on In-
dustrial and Consumer Wastes.

Failure to obtain the necessary license
can result in administrative liability in
the form of a warning, administrative
fine of up to RUB 250,000 or adminis-
trative suspension of business for up to
90 days, in accordance with Art. 19.20(1)
of the Russian Code of Administrative
Offences.

From a practical perspective, it is advis-
able to write off equipment from the
balance sheetand transferittoadispos-
al company on the same date, without
including waste in the balance sheet.
Therefore, selecting a disposal compa-
ny and negotiating the terms and condi-
tions of the respective agreement
should be done in advance.

Entering into an agreement with
the disposal company

When selecting a disposal company, at-
tention should be given not only to its
valid waste management license but
also to specific details within that li-
cense:

» Types of activities: The license
should include activities such as
collection, transportation, and dis-
posal. If, for example, only process-
ing (without disposal) is mentioned,
it may imply that the company acts
only asan agent.

» Types of waste: The license should
specify that the company may dis-
pose waste computer equipment
(FCCW code 48100000000 and
its subcodes).

» Address of operations: The ad-
dress for carrying out activities

From a practical perspective, it is advisable to write off equipment
from the balance sheet and transfer it to a disposal company on the
same date, without including waste in the balance sheet. Therefore,
selecting a disposal company and negotiating the terms and
conditions of the respective agreement should be done in advance.
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mentioned in the license should
match the actual location of the dis-
posal company’s facilities.

In addition, in light of recent changes in
the regulations governing the manage-
ment of waste computer equipment (as
detailed in Order of the Ministry of Nat-
ural Resources of Russia No.173 dated 4
April 2023), when concluding an agree-
ment with a disposal company, it is ad-
visable to verify whether the company
has the necessary capacity (equipment)
to execute the disposal process as stipu-
lated by the aforementioned regula-
tions. Additionally, it is prudent to en-
sure that the disposal methods
employed by the company align with
the prescribed process.

Otherwise, disputes could potentially
arise with the tax authorities over the ra-
tionale behind attributing the cost of
disposal company’s services to expens-
es (for corporate income tax purposes).
Claims from the environmental authori-
ties are also possible, if it is discovered
that waste has been transferred to an
improper disposal company.

If separate records of precious metals
are maintained (as mentioned above),
the disposal company must hold a spe-
cific license for the disposal of scrapped
precious metals and be registered with
the Assay Office.

When concluding an agreement with
the chosen disposal company (contrac-
tor), it is recommended to include the
following provisions:

» procedure for waste office equip-
ment transfer;

» documents (certificates) for confir-
mation of disposal;

» disposal methods used by the con-
tractor;

» recording of the disposal process
(photo and video documentation);

» responsibility for preparing waste
passports (if assigned to the con-
tractor); and

» timeframes for disposal completion
and providing disposal certificates
(preferably within one month after
waste transfer to the contractor).

The transfer of waste office equipment
to the disposal company should be con-
firmed by a relevant certificate.

Documenting of the fact of
disposal

Following the disposal of waste office
equipment, the contractor must pro-
vide the customer with a disposal certifi-
cate and a work completion certificate.

The disposal certificate should detail
the disposed office equipment, the op-
erations performed by the contractor,
and the results of the disposal process.

If separate records of precious metals
are maintained, the disposal certificate
should also include information about
the precious metals obtained during
disposal and their subsequent sale to
the disposal company, as per the agree-
ment between the parties.

A well-executed disposal certificate is
the primary document confirming com-
pliance with the applicable require-
ments for waste office equipment dis-
posal.

Additionally, it forms the basis for ac-
counting the cost of disposal company
services for corporate income tax pur-
poses.

Conclusion

Compliance with the disposal rules out-
linedin this article requires considerable
organizational effort and preparation of
documents that are not typical for many
companies.

Consequently, some companies opt for
aless complicated and more familiar ap-
proach, selling used equipment under a
standard sale and purchase agreement.
In such cases, all issues related to the
subsequent disposal of the sold equip-
ment become the responsibility of the
new owner.

At the same time, it is worth mentioning
that, in light of the recently introduced
EU sanctions that have restricted the
sale of computer equipment to Russia
(and within Russia), the procedure for
disposing of waste office equipment de-
scribed above may now represent one
of the few available solutions for the
Russian subsidiaries of EU companies
when they need to dispose of equip-
ment they can no longer use or sell.
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The significance of “ecological” value is
rapidly increasing, as demonstrated by
both generalinformational background
and bold statements of business lead-
ers. Natural and ecological issues are
ubiquitous, however, entrepreneurial
actions can address them, provided we
abide by existing socio-economic and
cultural norms, while also creating in-
novative products.

Forinstance, excessive greenhouse gas
emissions led to the creation of the
Kyoto Protocol, subsequently prompt-
ing the development and commercial-
ization of electric vehicles. The aggra-
vation of plastic pollutionissues spurred
the growth of environmentally friendly
packaging materials. Overfishing and
further catch limitations, implemented
later, fostered investment in sustainable
fisheries.

Constraints in response to human-in-
duced activities should be seen as a
source of new entrepreneurial oppor-
tunities. Such an approach lets us con-
sider them as an integral positive ele-
ment of modern economics.

Historical data indicate that when it
comes to the environment, people can
act as both destroyers and constructors
in response to emerging opportunities.
Interestingly, these opposing trends are
interrelated; the widespread anticipa-
tion of an environmental catastrophe
keeps entrepreneurs on their toes re-
garding potential opportunities of
growth.

In ecological economics, environ-
mental legislation should be consid-
ered as a stimulus for development of
technological innovation and entre-
preneurship. Entrepreneurs have nu-
merous opportunities to address
current challenges related to environ-
mental  degradation.  Regulatory
adaptation often occurs slowly, so
different strategies aimed at solving
environmental issues can play a criti-
cally important role.

In essence, there is nothing too compli-
cated in implementing the idea of envi-
ronmental conservation. Green aes-
thetics are reaching deeper into
everyday life, turning our homes into
oases of natural forms. The trend for
“bio” has extended to all aspects of our
life, including interpersonal relation-
ships. Some of them can now be re-
ferred to as toxic, metaphorically em-
phasizing their harmful influence on
our personality. It follows that the uni-
versal human consciousness in general
is ready to perceive “e-ideas”: ecology,
ethics, aesthetics in the context of eco-
nomic development. This indicates ma-
turity of economic entities.

The progress of entrepreneurship the-
ory is seen not in the separation of re-
fined economic motives from the spiri-
tual aspect of humanity but, on the
contrary, in the return of Homo eco-
nomics to Homo sapiens on a modern
humanistic basis. Nowadays, a person’s
modernity is primarily defined by the
level of responsibility they take and car-
ry for the outcomes of their actions. It is
essential to emphasize that “green re-
sponsibility” has long transcended the
boundaries of ecological issues, having
deeper, moral foundations.

The human potential to change the
world is limitless and, consequently, po-
tentially inexhaustible yet ambiguous.
The problem is in the fact that not all
expressed creations in the biosphere
are equally beneficial.

This is why in the past century, John
Ruskin tried to introduce a distinction
between wealth and illth. This differen-
tiation was not widely accepted and did
not enter the language because people
were not ready for it at that time.

Wealth, according to Ruskin, consists of
all those artifacts (concretized ideas)
thatimprove human life or life in gener-
al. Disaster consists of those artifacts
that destroy, worsen or degrade life. A
factory that pollutes air or water is a di-
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Restrictions in response to anthropogenic human activity should
be considered as a source of new entrepreneurial opportunities.
This approach allows us to consider them an integral positive
element of the modern economy. In this context, restrictions
provide freedom for new innovative actions that will maintain the
environment, while eliminating ecological threats.

saster in this sense, as much as a bomb,
sword, gun, tank or nerve gas.

As can be seen from the example
above, environmental restrictions have
a fine line with ethical ones. The idea of
a nation’s wealth is directly related to
good moral principles; evil is destruc-
tive and immoral. Therefore, a rich na-
tion is a moral nation. A moral nation in
economics is represented by good en-
trepreneurs who change the world for
the better. Thus, adherence to values
becomes a vital element of a successful
business idea. In the current paradigm,
this is seen as a mandatory competitive
advantage.

It is hard to remember the times when
being kind was a compulsory condition
for success in business. Natural and en-
vironmental problems are ubiquitous,
but entrepreneurial actions can solve
them provided socioeconomic and cul-
tural rules are followed.

Restrictions in response to anthropo-
genic human activity should be consid-
ered as a source of new entrepreneuri-
al opportunities. This approach allows
us to consider them an integral positive

element of the modern economy. And
in this context, restrictions provide
freedom for new innovative actions
that will maintain the environment,
while eliminating ecological threats.
Nevertheless, all thisisimpossible to be
implemented without relevant infor-
mation flows, appropriate regulatory
framework and viable market institu-
tions. Due to the fact that the contem-
porary world can be described as a
world of increasing uncertainties, there
is constant change from one environ-
mental crisis to another. Each current
environmental crisis is an unintended
consequence of previous economic in-
novations and, in turn, can be resolved
with new economic innovations. Thus,
while J. Gaudi, J. van den Bergh, G.
Bunstorf, etc. correctly explain advan-
tages of integrating evolutionary and
ecological economics, they underesti-
mate self-organizing feed-back be-
tween consequences of entrepreneuri-
al activity.

Governments have been developing
the regulatory framework for stimulat-
ing the process of environmental pro-
tection and its regeneration, but they
cannot act as quickly as entrepreneurs

who introduce necessary innovations
and stimulate necessary creative de-
struction. Governments’ capacities are
limited, and the speed of their response
is slowed down by the need to meet dif-
ferent groups’ interests.

In 2021, the value systems of unicorn
companies were analyzed. According
to the research, there is a rapid in-
crease in the number of companies
whose values go beyond this basic lev-
el and whose activities are focused on
finding environmental and aesthetic
solutions.

These findings are confirmed by stud-
ies of the value systems of unicorn
companies The data presented below
demonstrate that out of 638 unicorn
companies, about 98.5% state realiza-
tion of the public good in one form or
another as the goal of their activities,
and only 1.5% of companies do not
manifest additional values, remaining
within the framework of traditional val-
ue maximization of income. The thor-
ough analysis of unicorn companies’
missions and goals made it possible to
identify main groups of values present-
edin Figure 1.

Figure 1. Number of unicorn companies focusing on value attitudes (in groups) (suggested by the author)

Social equality/social environment development
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According to Figure 2, value attitudes
of 50% of unicorns contribute to estab-
lishing and developing social environ-
ment and social equality. It is worth not-
ing that in  modern business
terminology, the new concept “inclu-
siveness” has come into use. It means
the principle of organizing the social
structure in a way that each individual
can beinvolvedinvarious aspects of so-
ciety (culture, education, business,
etc.), regardless of his/her gender fea-
tures, nationality, profession, and so on.
Almost half of unicorns indicate that
their products contribute to developing
an inclusive economy.

From the data presented, it follows that
leading companies regard projects
aimed at establishing social partnership
and equality as the main area of devel-
oping socially useful activities. Another
area is ensuring information security
and improving the organization’s oper-
ation efficiency. Ecology, along with sci-
ence and aesthetics, occupies a promi-
nent place in the hierarchy of values. It
is obvious that the significance of “eco-
logical” value is rapidly increasing,
which is confirmed by general informa-
tion background and vivid statements
of business community leaders such as
B. Gates, E. Musk, M. Benioff, R. Bran-
son, etc.

Correlation of the companies depends
on the year of their recognition as uni-
corns, and the number of values they
manifest (single-value and multi-value),
and is of particular interest (Figure 3).

The chart shows that in earlier years,
cases of multi-values were rather rare
compared to single-value ones (ap-
proximately in the ratio of 1/4). Later,
this ratio approaches1/3,and in 2020, it

Figure 2. Unicorn companies’ value attitudes (in relative terms)

(suggested by the author)
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almost levels. The comparison out-
comes are statistically reliable (n=507;
Chi-squared=25.16; p<0.001). If global
sustainability is maintained, the trend
towards further growth in the number
of multi-value companies would be
quite likely. These data clearly demon-
strate the business community’s aware-
ness of the need for creating and pro-
moting socially significant outcomes of
its activities, and insufficiency to be just

20%

commercially successful in the modern
economy. On the contrary, forcommer-
cially successfulness, it is necessary to
maintain the balance of publicinterests.

Unicorn companies’ awareness of the
significance of socially useful outcomes
of their activities occurs gradually, while
the range of value attitudes extends
fromyeartoyear.In 2011-2013, only rare
unicorns stated that the benefits they

Figure 3. Correlation in the number of single-value and multi-value companies (suggested by the author)
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Table 1. Unicorn companies’ value attitudes (dynamics by year) (suggested by the author)

Unicorn companies’ value attitudes 2010-2013 2014 2015 2016 2017 2018 2019 2020 2021
Aesthetics 1 2 2 1 1 17 15 13 2
Ecology/alternative energy 0 0 4 0 6 10 12 9 2
Space/exploration of new habitats 1 0] 1 0 1 0 0 2 2
Science/technology/research 1 2 6 3 4 13 8 1 4
Education 0 0 2 1 4 3 4 5 3
Healthcare 1 1 6 4 9 13 14 20 15
Ensur!ng !nf?rmatlon.securlj(y./lmprovmg the 3 > 6 4 v 26 20 48 36
organization’s operation efficiency
Social equality/social environment

6 13 34 17 39 86 78 84 53
development

produce are focused on creating a
more equitable social environment, as
well as ensuring safety and operation
efficiency of work processes. However,
since 2014, there has been multiple
growth in the number of companies
that openly declare their values, affect-
ing not only issues of social equality,
safety and productivity, but also envi-
ronmental, scientific, educational and
aesthetic aspects of life (Table 1).

Growth and distribution of unicorn
companies’ value attitudes for the peri-
od of 2010-2021 are more demonstra-
bly presented in Figure 4.

The outcomes obtained in course of
the study indicate that most unicorn
companies are aware of their responsi-
bility at the basic socioeconomic level.
However, every year we see growth in

Figure 4. Unicorn companies’ value attitudes (dynamics by year) (suggested by the author)
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the number of companies, value focus-
es of which go beyond this basic level,
with their activities concentrated on
seeking environmental and aesthetic
solutions.

The distribution of value attitudes
among unicorn companies when over-
laid onto the author’s entrepreneurial
vitality model (presented in Figure 5) is
as follows:

» Morethan2/3 (namely 69%) of val-
ue attitudes come from the ethical
aspect. This group includes such
value systems as social equality

and social development; health;
education; ecology and alternative
energy.

» The second largest group (24%) in-
cluded the following values: sci-
ence, technology, research; infor-
mation security and improvement
of work efficiency.

» Aesthetics accounts for 7% of the
total value orientations of the uni-
corn companies.

The concept of “green restrictions” as a
way to develop entrepreneurial think-
ing represents one of the most promis-
ing directions in solving environmental

problems through the development of
the ethical foundations of entrepre-
neurship. The need to popularize the
idea of a good creative entrepreneur
seeking to transform their personal
commercial interests into public good
is an important and interesting task of
all public institutions.

Figure 5. The entrepreneurial model aligned with the unicorn companies data (suggested by the author)
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Environmental trends
and changes in
product packaging

IRINA
ANTYUSHINA

CORPORATE AFFAIRS
AND SUSTAINABLE
BUSINESS DIRECTOR,
UNILEVER IN RUSSIA
AND BELARUS, BOARD
MEMBER

Irina Antyushina has been with Uni-
lever since April 2012 and is currently
responsible for the wide spectrum of
communications and corporate af-
fairs areas within the company, as
well as for communication around
Unilever’s sustainable business strat-
egy “Compass” and its overall execu-
tion.

She was ranked 2nd in the industrial
nomination “Corporate Social Re-
sponsibility Director” (2021) and 1st
in “Corporate Affairs Director’ (2023)
by Top 1000 Russian Managers Rat-
ing and has been acting as a regular
jury member of the E+ Awards (Im-
pact Category) since 2021.

ANASTASIA
NOVAK

SUSTAINABILITY
BUSINESS LEAD,
UNILEVER
IN RUSSIA
AND BELARUS

Anastasia Novak s responsible for the
development and management of
projects in the fields of ecology, social
or corporate commitments at Unile-
verin Russia and Belarus.

She assists in complex cross-func-
tional projects related to reducing the
company’s carbon footprint, engag-
ing employees and stakeholders in
ESG initiatives, and promoting pur-
pose-driven brands.

Anastasia is a regular jury member of
the E+ Awards (Impact Category).

Abstract:

Contrary to expectations in
the face of global political
and economic changes,
environmental concerns
continue to engage society,
governments, and
businesses. According to
surveys' conducted among
residents of different
countries, 83% of
respondents believe that if
we do not change our habits,
the world will face an
environmental catastrophe,
and 68% expect decisive
actions in this direction from
governments and brands.
Let’s take a closer look at the
environmental trends in
Unilever’s business and what
consumers expect from
product manufacturers.

Society’s demand for eco-
friendliness

Environmental activists are the most
active advocates for promoting envi-
ronmental initiatives. This category of
consumers drives demand for more
sustainable practices, eco-friendly
products and services, and, of course,
they are the most supportive of brand
efforts in the field of sustainable devel-
opment. Approximately onein five peo-
ple on the planet today considers
themselves eco-activists, and accord-
ing to Kantar experts, this number could
grow to 38% within the next five years,



further confirming that the demand for
environmental changes is not going
away?.

There is a common misconception that
there are fewer conscious consumers in
Russia than in the European countries
and the USA. However, current data on
GFK Green Gauge segmentation
shows that the distribution of environ-
mental behavior in Russia and the USA
is roughly the same. Moreover, more
than half of Russians (63%) claim? that
they experience consequences of envi-
ronmental pollution. And every other
person is willing to change their habits
for the sake of the environment.* Con-
sumers are most willing to separate
waste (54%), reduce the use of dispos-
able items in their day-to-day life (41%),
save water (36%) and electricity (30%),
separately process organic waste (25%),
and buy fewer new items (19%).5

Undoubtedly, the economic instability
of recent years has affected consumer
priorities. About every other person
notes that it has become more chal-
lenging to care for the environment re-
cently due to social or financial difficul-
ties.® Product price remains a more
important factor in the purchase deci-
sion for 74% of respondents. Neverthe-
less, a brand’s stance on social issues
and sustainability influences 47% of
consumers.’

Today, the environmental agendain the
public space often becomes an impor-
tantcomponent of brand and consumer
communication. It is no longer enough
to talk only about the product advan-
tages — consumers are more willing to
choose products made with care for na-
ture, animals, and people. Marketers
are convinced of this — 94% of such
professionals among the participants in
the E+ Awards believe that consumers
are willing to “vote with their wallets” for
companies that pursue sustainability
strategies.®

Components of eco-friendliness

The concept of an eco-friendly prod-
uct is not as straightforward as it may
initially seem. A product cannot be
considered in isolation; it is necessary
to examine the entire value chain. In a
circular economy, the focus is on the

complete product life cycle, from its
development to the recycling of pack-
aging after consumer use. Sustainable
manufacturers today seek to source
energy from renewable sources, con-
serve non-renewable resources, en-
hance energy efficiency, reduce waste
generation, “green” their supply chains,
transition to packaging made from re-
cycled materials, and support environ-
mental initiatives aimed at consumers.
All these steps and initiatives are inte-
grated into their sustainable develop-
ment strategies.

In the spring of 2021, Unilever intro-
duced a global strategy in Russia called
the “Compass”, which aims to change
the approach to conducting businessin
three main directions: improving the
health of the planet, improving human
health and well-being, and contribut-
ing to the fight for justice and the for-
mation of a more inclusive and diverse
society.

In the section of the strategy dedicated
to a world without waste, the company
commits to addressing plastic-related
issues and overall packaging changesin
all the countries where it operates by
2025.The company plans toreduce the
volume of primary plastic used by 50%
and decrease the volume of plastic
packaging used by over 100,000 tons.
Additionally, it aims to make all packag-
ing recyclable, reusable, and com-
postable, with at least 25% recycled
plastic content in its packaging. Unile-
ver also pledges to collect and recycle
more plastic packaging than it releases
onto the market and maintain its “zero
waste to landfill” status. This compre-
hensive approach to packaging en-
courages the search for sustainable al-
ternatives and stimulates the
development of a circular economy in
the country.

Major companies working towards en-
vironmental goals actively collaborate
with suppliers to promote the ESG
agenda in Russia and to make their en-
tire supply chain “green”. Several de-
partments within these companies, in-
cluding research and development,
procurement, marketing, sales, corpo-
rate relations, and sustainability, con-
tribute to the packaging-related goals,
allowing for a multi-faceted approach
to challenges and strategies.

A second life for plastic in Russia

For packaging professionals, it is evi-
dent that the most eco-friendly pack-
aging is the one that does not exist.
However, in the context of long-dis-
tance transportation, storage, and
product use, packaging is often neces-
sary. Plastic remains one of the most
popular materials for product packag-
ing. It is convenient, safe to use, light-
weight, and easy to transport, making it
suitable for recycling (when the right
type is chosen). In line with the princi-
ples of a circular economy, this would
be a sustainable model for producing
goods without depleting new resources
and reducing the carbon footprint.
However, currently, the volume of plas-
tic recycling is insufficient. In Russia,
only about 10-12% of used plastic is re-
cycled, whereas, in the European
Union, according to Eurostat data, ap-
proximately 48% is recycled on aver-
age. For FMCG manufacturers, it is
challenging to trace the fate of their
packaging after consumer use. What
they can do is make the packaging as
easy as possible to sort and recycle and
create demand for packaging made
from recycled materials.

To initiate a recycling cycle for waste,
it's essential to start with something
simple. At our company, back in 2010,
it became evident that creating a
closed-loop system for plastic packag-
ing is a sustainable model for produc-
ing goods. In this model, new re-
sources aren’t consumed, and the
carbon footprint steadily decreases.
Furthermore, it makes it easier for con-
sumers to develop the habit of recy-
cling raw materials. By choosing sus-
tainable products with recyclable
packaging (made from recycled mate-
rials), consumers can quickly establish
the right eco-friendly habits, and recy-
clers can obtain the necessary raw ma-
terials for re-production.

Today, companies aim to expand their
product lines with packaging made
from rPET (recycled plastic) and other
types of recyclable and already recy-
cled polymers. By 2022, Unilever in
Russia increased the number of cos-
metic products in its portfolio with
packaging made from recycled plastic
by almost 70%, now offering 180 such
products. Moreover, the company has

' Ipsos. Environmental Sustainability: Who Cares? A Segmented Landscape of Engagement, Challenges and Opportunities, November 2022

2 Worldpanel Division, Kantar & GfK, 2022

3 Study “To Be Precise”. Air, Water, Soil, and Waste: the Main Environmental Problems Affecting the Lives and Health of Russians, October 2022

4 lpsos. Trend Vision 2022. Where to Next?

5 ROMIR. Consumer Adaptation in a Turbulent World. Steps Toward Awareness. Analytics of Change, June 2022

¢ Kantar. Who Cares? Who Does? 2022
7 GWI Zeitgeist, February 2023

8 Kept x E+. Business Sustainable Transformation Barometer 2022
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increased its consumption of recycled
plastic in product packaging to 2,300
tons and launched hair care productsin
bottles with up to 100% white rPET
content. This type of material is highly
valued by recyclers and is more com-
monly collected for reuse. Our compa-
ny plans to continue increasing the
number of products with packaging
made from recyclable plastic.

In addition to making packaging more
environmentally friendly, some compa-
nies also reduce the use of excessive
consumables (the so-called “overpack-
aging” with multiple layers of paper,
boxes, and bags).In 2022, this approach
was applied to the Rexona Clinical
product line, which eliminated card-
board packaging. Despite adding a pre-
mium touch, this change will save ap-
proximately 300 trees per year.

Considerable attention is given to inno-
vations in packaging. For example, cos-
metics brand “Chistaya Linia” (Pure
Line) has released cream containers in
refillable packaging with replaceable
blocks to reduce plastic usage. In the
professional sector, products are in-
creasingly available in large packaging
and concentrated forms to reduce the
amount of packaging material.

Another focus area in working with
consumers and creating sustainable
packaging is through purpose-driven
brand campaigns. “Chistaya Linia” is at
the forefront of promoting plastic recy-
cling through its communications.
Through campaigns and in-store pro-
jects and by transitioning to secondary
plastic packaging (last year, the brand
managed to reduce primary plastic
consumption by 1,200 tons, with over
half of plastic packaging being made
from recycled materials, at least 98%),
the brand aims to educate its consum-
ers about waste types and how to pre-
pare them for disposal. Packaging is

often used for communicating waste
sorting as well; for instance, over half of
the brand’s products have a QR code
that, when scanned, directs consumers
to a landing page describing the recy-
cling process, various types of packag-
ing, and how to prepare them for dis-
posal.

In addition to public activities, we un-
derstand that consumers better ab-
sorb new information when they real-
ize their readiness to learn something
new. This is why the brand actively en-
gages in educational channels. For in-
stance, it has recently launched a short
course on conscious consumption of
goods. The brand has been supporting
this agenda for several years, and in
the past two years, we've seen in-
creased brand strength and sales, con-
firming Unilever’s hypothesis that
brands with a socially significant mis-
sion grow 69% faster than those with-
out such positioning.

Sustainable packaging: areas of
responsibility

The third method through which busi-
nesses can make a difference is by cre-
ating additional infrastructure for
waste collection. We observe that con-
sumers are increasingly interested in
waste sorting. They call our hotline, of-
fer ideas, and ask questions about
products and packaging. In the West,
high activity has been noted for several
years regarding refill stations for reus-
able packaging, but in Russia, such sta-
tions haven’t gained comparable pop-
ularity, mainly due to their high
technology and cost. Therefore, FMCG
companies are actively developing
waste collection centers, conducting
joint initiatives through associations,
and expanding their networks of pro-
prietary collection machines for various
types of packaging.

For instance, in 2022, our company,
along with five other responsible manu-
facturers, participated in implementing
the first stage of the project with the
RusPRO association. Consumers in pi-
lot regions were offered a four-stream
waste disposal system: yellow, blue,
black, and a bin for mixed municipal sol-
id waste. These bins collected seven
types of packaging: polymer, metal, alu-
minum, cardboard (including tetra
packs), paper, and glass. Over the past
year, 612 tons of waste were collected,
with 93% being recycled, and bin mis-
use (i.e. improper disposal) accounted
foronly 7% (compared to over 50% with
a two-stream system). The project
demonstrated that a four-stream sys-
tem can provide excellent raw material
quality without significant sorting costs.

Additionally, for the fourth consecutive
year, our company, in collaboration with
the Ecotechnologies group of compa-
nies, has been maintaining a network of
15 “fandomats” in Perekrestok super-
markets, where people can recycle
used plastic packaging. In the past year,
more than 630 kg of plastic was collect-
ed, and from 2019 t0 2022, nearly 3,500
kg. All the collected plastic was sent for
recycling. Unilever and the Perekrestok
supermarket chain alsolaunched ajoint
project in February 2022 for collecting
and recycling aluminum cylinders. In a
year, over 800 kg of aluminum were
collected, with half of it already recy-
cled. Some of the material was used to
make eight bicycle racks placed near
supermarkets in St. Petersburg.

The world is changing rapidly, with
shifting priorities, but the environmen-
tal agenda remains among the most
pressing for individuals, businesses, and
governments. We are particularly inter-
ested in the rise of the new generation
of consumers and are already familiar
with their eco-habits. According to the
Ipsos Trend Vision 2022 study, over half
of Russian zoomers are willing to
change their habits for the sake of the
environment. They are accustomed to
products in recyclable packaging, boy-
cott real fur and leather, use reusable
bags, recycle clothing, and drive elec-
tric vehicles. Six out of ten consumers
have a better attitude towards brands
focused on ecology, and every other
person enjoys buying products from so-
cially responsible companies. Efforts by
companies to protect nature improve
the perception of young consumers.
These figures demonstrate that the ef-
forts made by companies in creating
eco-friendly products and supporting
modern recycling infrastructure are
sustainable both from a business model
and product realization perspective,
catering to both current and the grow-
ing generation of buyers.



Business commitment
to sustainability:
Ambition Zero Carbon
initiative

IRINA
EFANOVA

HEAD OF EXTERNAL
COMMUNICATIONS,
ASTRAZENECA
RUSSIA & EURASIA

Irina Efanova is a communications
professional with 16+ years of cor-
porate communications experi-
ence.

Her track record includes roles with
increasing responsibility primarily in
the international pharmaceutical
business.

Irina truly believes that a strong tai-
lored-designed  communications
strategy can help driving results for
the organization.

Economic activities that may affect air
or water quality, energy use or climate
change, waste generation, land use, or
the company’s consumption of natural
resources should be organized to re-
duce adverse impacts to the extent
practicable. Employees and line man-
agers, including those involved in pro-
curing products and services for the
company, should ensure the following:

» reduce the amount of energy re-
sources and raw materials used in
the business activity and the
amount of waste generated by the
activity;

» organize the control of harmful
emissions or waste to eliminate or
minimize the risk of adverse effects
on human health or the environ-
ment;

» identify and pursue opportunities to
improve environmental perfor-
mance, enhance the company’s
reputation and otherwise add busi-
ness value.

>

According to the United Nations, lag-
ging behind to achieve the UN Sus-
tainable Development Goals to the
2030 deadline calls on the global
community “to redouble our efforts to
eliminate poverty and hunger, ad-
vance gender equality and overcome
the triple planetary crisis of climate
change, nature and biodiversity loss
and pollution.”

Global leading companies across the
world actively integrate sustainability
goalsinto their strategies. In this arti-
cle we would like to share our current
best practices based on an ambi-
tious, science-based decarboniza-
tion strategy accelerating our prog-
ress towards net zero. Such an
approach helps us prove our compa-
ny’s commitment to sustainability
and making the world a better,
healthier place.

Economic activities that may affect air or
water quality, energy use or climate
change, waste generation, land use, or the
company’s consumption of natural
resources should be organized to reduce
adverse impacts to the extent practicable.
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Ambition Zero Carbon project

AstraZeneca is a global, science-led
biopharmaceutical company. As a glob-
al business, we are playing our part in
tackling the biggest challenges of our
time, from climate change to access to
healthcare and disease prevention.

At the World Economic Forumin Davos
in January 2020, AstraZeneca present-
ed its ambitious programme for achiev-
ing ‘zero carbon’ emissions from its
global operations by 2025. Additional-
ly, the company is committed to making
its entire value chain carbon negative
by 2030, effectively advancing its de-
carbonization plans by over a decade.

In alignment with the company’s global
ambitions, AstraZeneca Russiaisimple-
menting its Ambition Zero Carbon sus-
tainability programme consisting of
four main projects: minimizing CO,
emissions from the ICE fleet, managing
emissions from business travel, imple-
menting paper-free processes and AZ
Forest initiative.

Minimizing CO, emissions from
the ICE fleet

AstraZeneca Russia initiated a shift to-
ward electric vehicles fleetin 2021. Cur-
rently the company has more than 65
electro cars and has set a goal to equip
50% of the employees with electro ve-
hicles by 2025. This transition is esti-
mated to contribute to a remarkable
40% reduction in annual CO, emissions
from the fleet.

To realize this ambition and implement
electric cars in daily practice the com-
pany is striving to influence the devel-
opment of electro vehicles charging in-
frastructure in major cities of its
operations across the country. Further-
more, employees participate in regular
trainings on safe and eco-friendly driv-
ing practices.

Managing emissions from
business travel

Recognizing the environmental impact
of air travel, the company is taking con-
secutive steps to reduce it. Recommen-
dations have been developed for em-
ployees and departments to choose
more ecological means of transport
and/or to transfer some meetings to a
digital format. By 2030 AstraZeneca
Russia aims to reduce CO, emission
due to air travel by 50% compared to
2019 levels.

Paper-free processes

Educating employees on the climate
agenda is becoming increasingly vital
as their awareness and actions can
have a significant impact on the orga-
nization’s environmental footprint. The
paper-free project involves digitizing
and automating various aspects of
business operations. As of now the
company managed to transfer more
than 80% of document flow with third
parties into an online format. This al-
lowed to increase operational efficien-
cy, speed up administrative processes
and reduce costs for courier services.
AstraZeneca Russia is also gradually
transitioning document flow with em-
ployeesinto a digital format, fostering a
culture of sustainability.

AZ Forest initiative

Alongside its work to eliminate carbon
emissions from its own operations,
AstraZeneca also recognizes the direct
link between reforestation and the im-
pact it can have on both the climate
and human health. Trees naturally re-
move CO, and are essential to mitigate
the effects of climate change. The
company is partnering with recognized
reforestation organizations and gov-
ernments in a number of countries to
plant 50 million trees by 2025. In Rus-

siawe have been running the AZ Forest
initiative since 2021. Up to now, we
have managed to plant more than
29,000 trees in various regions of the
country.

Conclusion

The company follows a hierarchy to
achieve its ambitions and by 2026 we
will have eliminated, reduced or sub-
stituted greenhouse gas emissions,
delivering a 98% absolute reduction
from the 2015 base year. In this regard,
we will eliminate emissions sources
from the design of new assets; reduce
total energy consumption by 10% and
double energy productivity; reduce
and capture F-gas emissions at our
sites; use 100% renewable energy for
electricity and heat; maximize our
transition to an electric vehicle fleet.
By 2030, we aim to halve our entire
value chain footprint and become car-
bon negative for all residual emissions.
To do this we have committed that:
95% of our suppliers by spend cover-
ing purchased goods and services and
capital goods, and 50% of our suppli-
ers by spend covering upstream trans-
portation and distribution and busi-
ness travel, will have science-based
targets; we will transition to next-gen-
eration respiratory products with
near-zero climate impact propellants;
we will ‘design in” sustainability across
product lifecycles and embed net zero
into cost of goods.

Sustainability at AstraZeneca means
harnessing the power of science and in-
novation and our global reach to build a
healthy future for people, society, and
the planet. Biopharmaceutics driven by
innovation and technology is the ideal
gateway to a sustainable future. Sci-
ence brings so many opportunities to
boost the innovative partnership called
to speed up the sustainable transfor-
mation globally.
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Forging a sustainable
future for hospitality

ALEXIS
DELAROFF

CHIEF OPERATING OFFICER,
ACCOR NEW EAST EUROPE

Alexis Delaroff began his profes-
sional career in one of the largest
privately owned hotels in Paris, be-
fore joining Queens Moat Houses
where he held several General
Manager’s positions in France and
Europe, managing hotels under
various international brands.

Alexis opened the first Holiday Inn
in Moscow in 1998 before moving to
Accor in 2002 as Opening General
Manager of the Novotel Moscow
Centre hotel.

In 2006 he was appointed as Direc-
tor of Operations of Accor’s office in
Russia & CIS and became its COO in
2009. Under his leadership, Accor
in the region grew from 3 operating
hotels in 2006 to 83 hotels by No-
vember 2023, placing the company
in a leading position among interna-
tional hotel management compa-
niesin the region.

Acceleration of sustainability in
the hospitality industry

The ESG challenges are now at the top
of the agenda for companies world-
wide, even more since the beginning
of the health crisis. To adapt accord-
ingly, hospitality is accelerating its
transition to sustainable growth and
affirming its environmental values.
Such as the commitment to deliver an
ever-more  sustainable  hospitality
model, making positive impacts, both
locally and globally. The key role of
hospitality is to shape the future of
travel and make it more sustainable by
integrating Environmental, Social and
Governance criteria as fundamental to
their strategy. Our industry is at the
forefront of global challenges, as cli-
mate change, health threats and biodi-
versity decline truly interfere with the
business. There is a growing under-
standing that by focusing on sustain-
able development, tourism could be-
come the locomotive of the new global
mindset.

Sustainable business model

Hospitality is at the crossroads of
many activities, making it animportant
vector for change. Climate change,
biodiversity loss and social challenges
are shaping our ecosystem and in-
creasingly have an impact on business
and growth. The travel and tourism in-
dustry represents 9 to 12% of the
world’s greenhouse gas emissions.
Moreover, travel and tourism is one of
the world’s fastest growing sectors.
According to the latest UNWTO/ITF
research, unless we accelerate decar-
bonization, sector CO, emissions
could rise 25% or more by 2030, com-
pared to 2016'. One of today’s chal-
lenges is to shape a more sustainable
future of travel by building a model
where we contribute more than we

take and collaborating closely with
hotel owners and teams to embed sus-
tainability across all activities.

There is no doubt that the hospitality of
tomorrow rests on the sustainable busi-
ness model we build today. It implies a
close cooperation with hotel owners,
partners and all stakeholders, and aims
to lead change across the hospitality in-
dustry to make a positive impact on
People and Nature, which are two fun-
damentals at the core of our sector and
activity.

People are at the heart of hospitality.
Travel and tourism represent up to
10% of worldwide employment, we
therefore have a key role to play as a
responsible employer and industry
leader to ensure and reinforce posi-
tive values within our sector. It is es-
sential to support the respect and
well-being of people, as well as foster
diversity, social inclusion and mobility
while creating opportunities for peo-
ple to thrive.

Tourism is also deeply intertwined with
Nature, building on natural resources
and with its appeal rooted in the natu-
ral environment of each destination.
Preserving nature and its resources in
order to contribute to a “Nature Posi-
tive” world means resolute commit-
ments and action through a sci-
ence-based approach that builds on
the recommendations of global orga-
nizations and experts, acting to pre-
serve and use natural resources more
responsibly. It is important to imple-
ment a truly global approach, like the
One Planet Sustainable Tourism Pro-
gramme and the Glasgow Declaration.
The Glasgow Declaration was officially
launched at COP26 UN Climate
Change Conference. It proposes a co-
ordinated plan for tourism to support
the global commitment to halve emis-
sions by 2030 and achieve net zero by

' UNWTO report: Transport-related CO, emissions from the tourism sector
https://www.unwto.org/sustainable-development/tourism-emissions-climate-change



2050 and requests signatories to make
tangible commitments around plan-
ning, measuring and reporting?.

Three pillars of sustainable
hospitality

The change is possible through a com-
prehensive approach founded on three
operational pillars that address the
whole hotel journey, from conception
and design to operations and guest ex-
perience. The first is reinforcing sus-
tainable hotel operations: from con-
struction to daily activities, it is essential
to respect the natural limits of our plan-
et and reduce greenhouse gas emis-
sions. For hotels, it means sustainability
in mind from the outset, optimization of
all operations — waste management,
energy and water consumption, elimi-
nating single-use plastics, promoting a
circular economy through to integrat-
ing properties within their ecosystems.

Sustainability certification granted by
independent labeling systems as Green
Key and Green Globe is the testimony
to such commitment. The criteria of
such systems are recognized by the
Global Sustainable Tourism Council
(GSTC). By encouraging sustainable
certification of hotels, we help guests
and partners travel more sustainably by
providing reliable information on sus-
tainable options. Independent certifi-
cation is a must-have for all hotels as it
helps them to provide proof of our sus-
tainability commitments, meet the
growing expectations of our guests,
and contribute to scientific objectives.
It shows a strong external recognition
of sustainability practices by all stake-
holders in the industry. Moreover, if a
hotel takes steps to promote sustain-
able development, guests are more
likely to accept higher rates than they
are to accept reduced comfort or a less
convenient location.

Another key pillar of sustainable devel-
opment lies in optimizing the manage-
ment of resources and improving the
food cycle “from farm to fork” by trans-
forming supply chains, sourcing food
more responsibly to preserve biodiver-
sity and reduce environmental impact,
as well as promote fair practices for lo-
cal producers and farmers and respect-
ful conditions foranimals. It isimportant
to reinforce actions in order to reduce
food waste in our kitchens and to pro-
vide guests with an increasingly organ-
ic, local and seasonal offering, and
overall raise guest awareness. Improv-
ing customer awareness of the need to
combat food waste is also an essential

daily task for hotel teams: interacting,
raising awareness and embarking on
our journey to encourage them to
adopt more responsible habits like sort-
ing waste, limiting food waste, reducing
energy consumption by turning off
electric appliances, favouring local
products, eliminate single-use items
and many more.

At last, the third pillar of sustainability is
promoting the local ecosystem and
new ways of traveling. Hotels are deep-
ly rooted in local ecosystems, commu-
nities and economies. One of the foun-
dations of the hotel business is to
preserve each destination’s natural
ecosystem and local culture for com-
munities, visitors and future genera-
tions. It means protecting the local en-
vironment and cultural heritage of the
destinations around hotels, as well as
creating opportunities and meaningful
connections with the local communi-
ties. Uniting forces to design a more
sustainable way of traveling, encour-
age green mobility, and inspire a more
conscious exploration and greater
awareness for guests in how they too
can contribute positively to the desti-
nation, its natural environment and lo-
cal communities.

Al-powered ESG

Artificial intelligence has the potential
to revolutionize the way we approach
and address global challenges. Al is al-
ready having a massive impact on soci-
ety and every industry, including hospi-
tality and ESG. Hotel industry
professionals need to understand the
latest trends in artificial intelligence be-
cause it can significantly affect the way
we operate and provide service to
guests.

For example, to accurately quantify
food waste and comply with shared
standards, each property can measure
its waste. In average, almost 20 tons of
food waste is generated per hotel each
year, accounting for around 43% of a

>

hotel’s total waste. While 45% of food
waste in hotels comes from processing
and excess preparation, 34% is due to
food left on plates. The remaining 20%
is the result of poor inventory manage-
ment. Needless to say, reduction can
only be achieved through precise mea-
surement.

Technology-based Al solutions make it
easier for hotels to measure and moni-
tor their energy, water, waste, carbon
footprint, performance and leftover
food, helping to adjust menus and thus
reduce waste, as well as to track the im-
pact of their sustainability initiatives.
This information can be used to im-
prove ESG performance and build trust
with stakeholders. In turn, this enables
investors to make more informed in-
vestment decisions on companies that
are truly ESG compliant. A recent study
by PwC? estimated that Al could add
USD 15.7 trillion to the global economy
by 2030. As Al technology continues to
develop, we can expect to see even
more innovative ways to use Al to make
the hospitality industry more sustain-
able.

Conclusion

To take another step forwards sustain-
able hospitality we need to be proactive
and contributive by placing sustainable
development (People and Nature) at
the heart of our business model. Posi-
tive Hospitality is all about working with
our teams, involving our clients, inno-
vating with our partners, and involving
local communities. From hotel devel-
opment, design and construction to
daily operations, we are driving forward
our sustainability journey. It is evident
that we as an industry should act fast to
truly change the mindset towards sus-
tainable practices, and thus we are en-
couraging all stakeholders, including
our peers, to join forces in this great
challenge. We need to favor collabora-
tion over competition to be able to
achieve the global goals of sustainable
tourism.

Hospitality as an industry should act
fast to change the mindset towards
sustainable practices and encourage
all stakeholders to join forces.

2 UNWTO: Transforming Tourism for Climate Action https://www.unwto.org/sustainable-development/climate-action

3 PwC's Global Artificial Intelligence Study https://www.pwc.com/gx/en/issues/data-and-analytics/publications/artificial-intelligence-study.html
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Transforming the
approach to employee
well-being

TATIANA
GUSEVA

COMMUNICATIONS AND
SV&S MANAGER, CHIESI
PHARMACEUTICALS

Tatiana Guseva manages the local
sustainability strategy. She is re-
sponsible for developing support
forthe B Corp certification process,
enhances employee ESG knowl-
edge, and conducts volunteer and
CSR activities.

Tatiana is also a member of the
global D&l committee and a local
D&l champion, promoting a culture
of inclusion and being responsible
for creating and maintaining a work
environment that respects and
values the diversity of employeesin
the organization.

She supports the well-being agen-
da and relaunched an internal
well-being program for the local
teamin 2022.

A B Corp certified company'is commit-
ted to not only creating value for stake-
holders and businesses, but also to
making a positive impact on society and
the environment — making the world a
better place with products designed
and manufactured in a sustainable
manner.

According to the B Corp certification
methodology, sustainability can be de-
termined by measuring and evaluating
five key parameters:

» management;
» employees;

» customers;

» environment;
» society.

Employees and promotion of their fi-
nancial, physical, professional and so-
cial well-being should always be a sig-
nificant focus of the company.

So, in 2022, our company released the
Global Guidelines for Achieving the
Well-being of Employees. Quote from
the document: “The purpose of the
Well-being Guidelines is to provide a
positive and healthy workplace based
on work-life harmony. Where all em-
ployees feel comfortable to express
themselves, their talents and give their
best. In the Company, we strive for a
common and harmonic culture on
health, positivity and care for people:
with these guidelines, we aim to create
a reference model of such a way of
working, which also aims to improve the
quality of human life.”

According to external research by Aon
and lpsos?, 82% of companies consider
well-being a mandatory part of the
business. Employee well-being is no

' Read more: https://www.bcorporation.net/

2 https://www.kommersant.ru/doc/5582447

longer just a trend, but a very important
part of a company’s corporate culture
that makes employees feel better,
maintain balance and positively influ-
ence work processes.

The implementation of global
well-being recommendations under-
pins B-Corp’s activities to review the
local employee program and ap-
proaches to communicating a culture
of well-being.

In particular, one of the latest welfare
programs, introduced in August 2022,
sees the main value in the availability
of all elements on a single resource,
the corporate intranet. A special sec-
tion has been created on the intranet
that brings together all information
about the program and its 5 areas of
focus:

» healthcare;

» work-life balance;

» training to improve well-being;
» quality of life;

» volunteering.

It is worth noting the elements of
well-being that have been added to the
program.

In 2022, Days of Caring — time to spend
on caring for yourself or your family —
became available to all employees. An
employee can take a “Day of Caring” 3
times ayear.

The company’s corporate well-being
platform became available for em-
ployees as well. During the tender for
the psychological service, a compre-
hensive solution consisting of various
types of support (psychological, legal,
financial, coaching, fitness, mindful-



ness) was selected. The platform
helped to identify the main trends in
the team, which is most relevant for
employees. From September 2022 to
March 2023, employees used more
than 340 consultations (2.5 consulta-
tions per 1 employee) — referral to the
service proved to be in high demand,
especially in the first months of use.

According to the results of Q1 2023, 27
employees applied for consultations. The
largest number of employees who ap-
plied (36%) used the consultations of
psychologists, and the largest number of
consultations were conducted by fitness
trainers (86 consultations).

Thanks to the turnover statistics that
the platform provides on a quarterly ba-
sis, the HR manager can identify the
main trends in the personal issues and
concerns of our employees and adjust
the action plan for well-being in the
company.

As information support for all employees,
the project “Be healthy with MEDSI” was
launched — monthly webinars from lead-
ing MEDSI specialists. As of April 2023, 7
webinars were held on a variety of topics:
Secrets of Mastery: How to Become More
Effective in Work and Life; Digital Detox:
Freeing Your Head from Overload; Cozy
Home; Proper Nutrition; Women'’s

Health. The average attendance of em-
ployeesis 30-35 people per 1lecture.

Much attention was paid to communica-
tions during the launch of the well-being
program — monthly company digests
were announced and mailings about new
options within the well-being program
wereissued. A series of “Essentials of Psy-
chological First Aid” workshops were
held for all managers with employees un-
der their command. It is assumed that
such webinars to support managers will
be held periodically.

As part of the employee well-being pro-
gram, the “Galateo Style Meeting” pro-
gram was announced in March 2023,
which significantly improves the quality
and productivity of work meetings. “Gala-
teo”is afamous book about polite behav-
ior, written during the Renaissance. Based
on this ancient work, the practical guide
“Meeting Galateo” was created for orga-
nizing and conducting work meetings. It
contains useful tips and suggestions that
can be applied before, during and after
the meeting to make the most effective
use of our main resource — the time of our
employees.

Moreover, employee well-being is direct-
ly related to the success of the business as
a whole. This summer, the “Voice of Em-
ployees” survey was conducted, which

showed that 96% of employees state they
believe in the company’s values, and 90%
of employees noted that their work
schedules are flexible enough to accom-
modate both personal and work needs.
About 86% of respondents said that
everyone can fulfill their potential at the
company.

The company’s values confirm the aspira-
tion to create an atmosphere of mutual
respect in the working environment,
where everyone feels comfortable and
canrealize their abilities and talents. Such
results indicate the number of employees
with a positive attitude to work, high level
of energy and enthusiasm, which certain-
ly has a positive impact on the level of
motivation and improvement of business
processes.

The revision of the approach to em-
ployee well-being in 2022 promotes
positive values towards people, society
and their sustainable development in
everyday work. This helps the company
to create a reference model of work
style in which the quality of human life
plays a central role.

Number and share of employees who applied for consultations (by areas of support)

36%
(13)
16%
(6)
Psychology Legal

Number and share of consultations (by areas of support)

26%
(37)
8%
(12)
Psychology Legal

1%
(4) 5%
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Financial Healthy living
5% 1%
@) @)
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Telegram channel now!

Our planet isa common home and it is our
responsibility to keep it clean, safe and sustainable
for us and future generations. We believe in the
values that nature represents and in respect
diversity. At AEB we are committed to building

a new path, which shares experience and vision.
We will work together to implement our Green
Opportunity Initiatives.
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