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Dear
readers,

AEB is pleased to release the second edition of our sustainability journal titled
“Sustainability: Area of Common Endeavor”. The title reflects our view that sus-
tainability is perfectly fit for AEB’s core objective - to maintain bridges against
all odds.

The amount, variety and depth of the articles in this journal confirm that sus-
tainability is getting even more topical for businesses of very different industries
and professionals of very different backgrounds.

In particular, the journal:

» outlines opportunities for partnerships in sustainability, as well as latest devel-
opments in Russian carbon market, ESG banking, responsible aviation and
shipping finance;

» explores ESG dimension of GR, communications, shareholders rights and em-
ployees’ well-being;

» provides for case studies in retail, pharmaceuticals and other industries, as well
as in water, waste and carbon footprint management.

We hope you would find the articles useful.

Truly grateful to the authors who made this journal possible, and we always look
forward to welcoming new members to join the AEB Green Initiative.

! Tojoin Green Initiative please e-mail Julia Gavrikova via julia.gavrikova@aebrus.ru.
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in sustainability

ROMAN
ISHMUKHAMETOV
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Roman Ishmukhametov focuses his
practice on joint ventures, M&A,
and regulatory filings in connection
with such transactions. He also ad-
vises on corporate and commercial
law, as well as on regulatory frame-
works and incentives for investment
projects.

Roman is a driving force of Melling,
Voitishkin & Partners’ sustainability
and ESG practice. He advises major
multinational and Russian compa-
nies on climate and environmental
laws, regulatory and transactional
matters concerning renewables,
and certificates of origin of energy,
hydrogen, waste, CCS/CCU and
electric vehicles.

Investments and impact. Sustainabili-
ty is all about business making an im-
pact. Major impact truly comes from
major investments in greenfield!,
brownfield? and R&D projects. The
scale of the investment defines the ex-
tent of the impact.

Benefits of partnerships. Projects in
sustainability are commonly capital in-
tensive, technologically complex and
sophisticated in terms of structures. In-
vestments of that nature, regardless of
the industry, are frequently done via
partnerships and alliances of several
major corporations. In some cases, such
partnerships are backed by develop-
ment institutions and finance-fueled by
banks. That enables parties to achieve
the following core objectives:

» Sharing a project’s costs and risks,
which in turn enables businesses to
free up the funds that they would
spend if they implemented the proj-
ect alone — and utilize such funds
to other needs.

»  Consolidating financial, technologi-
cal, GR and other resources, creat-
ing synergies and economy of scale.

» Developing products and technolo-
gies that are beneficial to the mar-
ket as a whole, including for com-
peting businesses.

Global partnerships in energy transi-
tion and sustainability. Looking at the
global landscape, sustainability be-
comes an increasingly attractive area
for joint ventures (JV) and strategic alli-
ances. That is especially the case in re-
spect of energy transition, such as in
power storage or new energy vehicles.
Most recent trend is establishment of
coalitions of corporations, investment
institutions and other actors looking to
develop energy infrastructure for artifi-

' Construction of new facilities from scratch.

cial intelligence, data centers and other
facilities.

Such JVs and alliances, as well as M&A
and broader investment activities are
not limited to G7 countries. They are also
being established between Chinese and
Saudi Arabian businesses, for instance.
Central Asian countries such as Kazakh-
stan and Uzbekistan are also catching
up, particularly in the area of renewables.

Russian partnerships background.
Over the past 30+ years Russian busi-
nesses have successfully created nu-
merous joint ventures in oil & gas, auto-
motive, industrial manufacturing and
many other areas. Some of those, in
particular with Western partners, have
unfortunately been terminated recent-
ly. At the same time, new partnerships
are now starting to emerge between
Russian domestic actors, as well as with
BRICS+and other countries.

Russian sustainability framework.
Russia has and continues to develop a
diverse set of laws and policies overlap-
ping with the UN Sustainable Develop-
ment Goals (SDGs)®. Part of Russia’s
‘technological sovereignty and struc-
tural adaptation of the economy’ poli-
ciesin fact relate to SDGs as well.

Many Russian major corporations and
banks implement numerous sustain-
ability initiatives, in particular, in terms
of (i) carbon neutrality, energy transi-
tion, waste management and environ-
mental integrity, (ii) massive integrated
territorial development projects, social
benefits for employees and support to
local communities; (i) introducing sus-
tainability into corporate governance,
non-financial reporting, obtaining ESG
ratings, and raising green, social and
sustainability-linked finance.

2 Upgrades to (modernization of) or other project activities with existing facilities.

3 See ‘Essentials of Russian ESG Laws and Policies’, AEB Business Quarterly, Summer 2023, pp. 40-43.
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Projects in sustainability are commonly capital intensive,
technologically complex and sophisticated in terms of structures.
Investments of that nature, regardless of the industry,

are frequently done via partnerships and alliances of several
major corporations. In some cases, such partnerships are backed
by development institutions and finance-fueled by banks.

What does this mean businesswise.
Businesses operating in Russia may
consider consolidating their resources
to achieve common objectives in terms
of both general business development
and sustainability.

For example, quite a number of busi-
nesses (both Russian and multinational
subsidiaries) have set voluntary targets
to decarbonize their power consump-
tion and achieve carbon neutrality.
Arguably, an elegant way of meeting
those goals would be to jointly partici-
pate in the capital of companies imple-
menting renewable, large hydro or pos-
sibly other low-carbon power facilities.
Depending on a particular project’s set-
up, participants of such projects may be
entitled to an agreed portion of:

»  profits from the sale of capacity and
power; and

» green attributes, such as certificates
of origin, carbon credits and other
instruments®.

Beyond green. Energy transition is at
the core of sustainability. However, the
scope of sustainable projects is way be-
yond energy transition or “green” only.
Itincludes virtually anything that:

» contributesto SDGs, or put simply —
making things around better;

» enables parties to extract cash from
the project — making it an invest-
ment as opposed to charity.

Corporate structures and regulatory
incentives. Such joint participation
may take the form of classic JVs (an en-
tity with several shareholders and an
agreed governance mode), investment
funds, investment partnerships or oth-
ers. The selection of a particular form
would be driven by various corporate,
tax and other considerations.

Businesses may also consider assessing
whether their particular sustainability-
related project is eligible for any regula-
tory incentives that Russia offers to pri-
vate sector entities contributing to
infrastructure, technological advance-
ments, welfare, social, environmental
and broader development objectives®.

Going global. One could argue that
sustainability is perfectly placed to be a

common ground for Russia and the
world at a time of global instability, in
particular, in terms of joint business
projects that contribute to the public
good.

And one may further argue that explor-
ing opportunities for such projects
should not be put off to the distant fu-
ture, but rather a matter of today.

4 See ‘Carbon markets and energy transition instruments: what they are and what business can do with them’, AEB spotlight on the green agenda ‘Moving
towards sustainability”, November 2023, No. 1, pp. 10-12.

5 See‘Major Investments and Innovations in Russia: Regulatory Frameworks and Incentives’, AEB Business Quarterly, Winter 2022-2023, pp. 14-16.
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Russian carbon market
development

ARMEN
TADEVOSYAN
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AND GREEN INITIATIVE
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Armen Tadevosyan is an expert in
the oil and gas sector with 14+ years
of experience.

He is involved in business develop-
ment and market analysis issues
and also acts as an ESG transforma-
tion advisor.

Following the ratification of the Paris
Climate Agreementin September 2019,
Russia is now entering an active phase
of development with regard to carbon
regulation. Russia together with many
other countries has joined the global
effort to limit global warming to 1.5-2
degrees Celsius by 2100, compared to
the level of the pre-industrial era (i.e.
the 19th century). In collaboration with
domestic businesses and experts, the
Russian government is developing a
comprehensive legislative framework
to support the country’s transition to a
low-carbon economy. The Russian gov-
ernment is also developing a carbon
market and the necessary infrastruc-
ture to allow local companies to partici-
pate in carbon market projects.

In November 2020, the President
signed Decree No. 666 ‘On the Reduc-
tion of Greenhouse Gas Emissions’.
This Decree instructed the govern-
ment to develop a strategy for the so-
cio-economic development of the
Russian Federation with low green-
house gas emissions. One year later, in
November 2021, Prime Minister ap-
proved this Strategy until 2050. It out-
lines a path to carbon neutrality in the
Russian Federation by 2060, with two
scenarios: an inertial and a target (in-
tensive) scenario.

As of 24 August 2024, the Ministry of
Economic Development has pro-
posed revising the Strategy’s goalsina
more ambitious direction. In particu-
lar, the baseline scenario would set a
target to reduce net CO, emissions to
1.483 billion tonnes CO, equivalent by
2030, which is 11% lower than the tar-
getsetin 2021.

Furthermore, in July 2021, following ex-
tensive collaboration between govern-
ment and business, Federal Law No.
296 ‘On Limiting Greenhouse Gas
Emissions’ was adopted. This law rep-
resents a significant step forward in the
development of the carbon market.
The legislation introduced mandatory

reporting on greenhouse gas emissions
for the largest emitters (from 50,000
and 150,000 tonnes of CO, equivalent)
in two stages. Furthermore, a legal
framework has been established to fa-
cilitate the trading of carbon units (off-
sets) and the implementation of climate
projects.

The implementation of this draft law
necessitated further work on the devel-
opment of additional by-laws with the
objective of aligning the entire legisla-
tive framework.

One such initiative was the introduc-
tion of legislation to define and regulate
climate projects and the rules govern-
ing their implementation. In May 2022,
Order No. 248, ‘On Approval of Criteria
and Procedure for Attributing Projects
Implemented by Legal Entities, Individ-
ual Entrepreneurs or Individuals to Cli-
mate Projects, Form and Procedure for
Submitting a Report on Climate Project
Implementation”was signed. This Order
introduces the rules for implementing
climate projects in Russia and defines
the criteria and reporting form. In pre-
paring the document, the Russian side
was guided by the highest international
standards.

Consequently, Russian companies aim-
ing to reduce their environmental im-
pact and optimize their carbon foot-
print, including through offsetting
measures, can now do so by imple-
menting a climate project and issuing
carbon units (offsets).

As part of the development of a cen-
tralized infrastructure for carbon regu-
lation in Russia, a national cadastre for
anthropogenic greenhouse gas emis-
sions has been created, as well as areg-
ister for greenhouse gas emissions and
climate projects and units of carbon.

In accordance with Federal Law No.
296, large emitters of greenhouse gas-
es (defined as those exceeding 150
thousand tonnes of CO, equivalent per



year) will be required to calculate their
emissions, prepare a report, and submit
it to the registry from 2023. Smaller
emitters (defined as those exceeding
50 thousand tonnes of CO, equivalent
per year) will be required to do so from
2025. The registry will facilitate the au-
tomatic collection of reports from Rus-
sian companies. This mechanism will
form the factual basis for achieving car-
bon neutrality by 2060 and may also
pave the way for the introduction of a
carbon price in the near future.

In addition, the Federal Law applies to
both legal entities and individual entre-
preneurs engaged in regulated activi-
ties. To ascertain whether your organi-
zation is required to submit a report on
greenhouse gas emissions, we can refer
to the dedicated resource https://co2.
gisee.ru. The greenhouse gas emissions
register operates on the basis of the
State Information System ‘Energy Effi-
ciency’”.

The core component of the Russian
Federation’s carbon regulatory frame-
work is the registry of climate projects
and carbon units. Its activity is governed
by the Russian Government Decree of
30.04.2022 No. 790 (ed. 23.05.2024)
‘On Approval of the Rules for the cre-
ation and maintenance of the register
of carbon units, as well as operations
with carbon units in the register of car-
bon units’.

As of 7 November 2024, Russia has reg-
istered 40 climate projects, with a total
of 84.7 million carbon units issued or
planned for issuance. The outcome is
highly satisfactory, but the country is
aiming for even greater results. Conse-
quently, the Russian government has
amended Resolution No. 790, which
streamlines the process of reducing
(offsetting) the carbon footprint
through the cancellation of carbon
units within the registry. This will enable
a greater number of participants to en-
ter the carbon market.

Climate projects and carbon units rep-
resent a novel area of economic and
legislative activity in Russia. It is crucial,
particularly at the state level, to identify
a viable strategy to stimulate demand
for carbon units, at least during the ini-
tial phase. By way of illustration, in Feb-
ruary 2024 the President of the Russian
Federation signed a law that exempts
the services of the operator of the car-
bon unit registry (Kontur) from VAT.

In addition to carbon units, Russia will
begin issuing the first emission perfor-
mance credits in 2025, according to
Federal Law No. 295. This is the verified
result of implementing the established
carbon allowances, expressed as the

difference between the emission per-
formance credits (so-called quota) and
the actual volume of greenhouse gas
emissions, equivalent to one tonne of
carbon dioxide. To date, the emission
performance credits have been estab-
lished as part of the pilot programme to
introduce carbon regulation on Sakha-
lin. This experiment is carried out in ac-
cordance with Federal Law No. 34 on
conducting an experiment to limit
greenhouse gas emissions in certain
constituent entities of the Russian Fed-
eration.

The objective of this experiment, which
will run until 2028, is to achieve carbon
neutrality in Sakhalin by the end of
2025. Regional regulated entities that
have received quotas — carbon allow-
ances (from 20,000 tonnes of CO,
equivalent) for GHG emissions from
their operations on Sakhalin and can
become emission performance credits
holders, provided that the specific level
of GHG emissions per year falls below
the quota. In this case, the volume of
the emission performance credits will
be calculated as the difference be-
tween the quota (carbon allowances)
and the organization’s actual GHG
emission level. This will be registered in
the Kontur registry and will serve as the
basis for issuing carbon units equal to
the volume of the emission perfor-
mance credits into circulation.

It would be remiss not to mention the
role of the bodies responsible for the
validation and verification of reports
on greenhouse gas emissions and cli-
mate projects, which are an integral
part of the country’s carbon regula-
tion infrastructure. The Government
of the Russian Federation, in its De-
cree of 24.03.2022 No. 455 ‘On Ap-
proval of the Rules for Verification of
the Results of Climate Project Imple-
mentation’, and the Ministry of Eco-
nomic Development of the Russian
Federation, in Order No. 248 of 11 May
2022, have established the proce-
dures for the validation and verifica-
tion of climate projects. A climate
project can be registered in the Kon-
tur registry on the basis of a validation
report. The report on the verification
of the result of the climate project al-
lows the release of carbon units into
circulation, which the company can
then sell. In the exchange and over-
the-counter markets, they can be
transferred to a withdrawal account to
repay or reduce a company’s carbon
footprint. Alternatively, they can be
left on the company’s account in the
Kontur registry for future use. Carbon
units have no expiry date and can be
considered an asset worthy of invest-
ment consideration.

A crucial element for the development
of the carbon market in Russia is also
the availability of green finance for
green and adaptation projects. Follow-
ing the adoption of the so-called taxon-
omy of green projects in the Russian
Federation, the green finance sector is
actively developing. To date, instru-
ments such as loans (credits) and
bonds, called green bonds, are avail-
ablein Russia.

In November 2022, the Russian Fed-
eration expanded the range of eligi-
ble bonds for social issuance to in-
clude adaptation bonds, those linked
to sustainable development goals and
climate transition bonds. Conse-
quently, organizations engaged in
green economy projects can now ac-
cess capital from the market, while in-
vestors with a focus on developing
relevant initiatives are presented with
new ways for investment. It is also
worth noting that Russian regions are
entering the green bond market. In
2021, the Moscow City Government
placed a record for the Russian mar-
ket amount of 70 billion roubles in
bonds. The proceeds were used to fi-
nance the introduction of low-carbon
transport in the city, including electric
buses and a metro.

In conclusion, Russia has made signifi-
cant strides over the past three-four
years in developing the legislative
framework and the necessary infra-
structure to establish a carbon market.
The country currently has both a volun-
tary and a regulated carbon market. By
the end of 2023, more than 1,000 Rus-
sian companies had become partici-
pants in the greenhouse gas emissions
reporting system. With the introduc-
tion of mandatory reporting for smaller
emitters from 2025, we anticipate this
figure to increase tenfold and even
more.

Another key area of focus for carbon
regulation is aligning standards and ap-
proaches in this market with Russia’s
major international partners. Primarily,
this encompasses the EAEU and
BRICS+ countries. Recently, the BRICS
Contact Group on Climate and Sustain-
able Development was successfully
launched, which will serve as the prima-
ry platform for developing joint initia-
tives and discussing ways to harmonize
the climate legislation of member
countries.

AEBRUS.RU
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A global framework for
responsible aviation and
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Since the global community’s recent determination of ESG goals, international and local
actors have been continuing to develop comprehensive and industry-specific ESG principles
and compliance assessment frameworks. The aviation and shipping industries, commonly
named as being among high-yield emitters, together with top-tier financial institutions, are
taking a proactive role in this process. This article explores a few of the most prominent ESG
initiatives in these spheres: the Poseidon Principles and the Pegasus Guidelines, and reveals
the potential for theirimplementation in Russia.



Introduction

The significance of ESG initiatives and
their influence on the sphere of private
financing is now beyond dispute.

As investors have determined sustain-
able objectives and undertaken to pur-
sue them, financial market participants
are in desperate need of a harmonized
framework providing for common prin-
ciples and criteria necessary for sustain-
ability assessment procedures of proj-
ects that adhere to ESG values.

Recent ESG implementation challeng-
es, particularly greenwashing, highlight
the significance of developing common
sustainable finance standards for vari-
ous industries. In this regard, key mar-
ket players are cooperating to design
and further develop area-specific ESG
frameworks. One of the first such initia-
tivesin the finance sectoris the Equator
Principles — a risk management frame-
work adopted by 130 global financial
institutions to determine, assess and
manage environmental and social risks
in project financing. As of today, the
Equator Principles have become the fi-
nancial industry gold standard for envi-
ronmental and social risk management
in all industry sectors.

In the meantime, the application of
green and sustainable finance princi-
ples specifically to the transportation
industry has long been challenging due
to the lack of definitive criteria as to
what constitutes green or sustainable
financing in this context.

Since aviation and shipping are among
the world’s biggest CO, emitters, the
development of robust pillars of sus-
tainability for these areas of economy,
including for sustainable investment
and financing purposes, is of vital im-
portance.

Given the concern for aviation and
shipping sourced pollution levels, in an
attempt to facilitate the accessibility of
“green” funding to shipping and com-
mercial aviation industry players, lead-
ing global banks came together to put
forward breakthrough initiatives — the
Poseidon Principles and the Pegasus
Guidelines.

The Poseidon Principles

The Poseidon Principles are a set of vol-
untary guidelines that form a compre-
hensive framework for disclosing infor-
mation on and assessing the climate
alignment of lenders’, lessors” and fi-
nancial guarantors’ (including ECAs’)
ship finance portfolios.

>»

Recent ESG implementation
challenges highlight the
significance of developing common
sustainable finance standards for
various industries. In this regard, key
market players are cooperating to
design and further develop area-
specific ESG frameworks.

Launched in June 2019 in response to
persistent efforts of the shipping indus-
try to switch to more environ-
ment-friendly alternatives, the Posei-
don Principles aim to promote
sustainable shipping finance by encour-
aging financial institutions to incorpo-
rate climate considerations into their fi-
nancing practices. The founding 11
signatory banks representing around
20% of global ship financing established
goalstoreach the “below 2°C" target set
by the Paris Agreement and the target
of cutting greenhouse gas emissions
from global shipping by 50% by 2050
set by the International Maritime Orga-
nization (IMO). Presently 35 leading in-
ternational banks, jointly representing
approximately 80% of the global ship-
ping finance market, provide financing
to shipping companies in compliance
with the Poseidon Principles.

The Poseidon Principles apply exclu-
sively to credit products (bilateral loans,
syndicated loans, club deals, guaran-
tees, etc.) secured by vessel mortgages
or finance leases secured by title over a
vessel oran unmortgaged Export Cred-
it Agency (ECA) loan tied to a vessel,
where the vessel or vessels fall under
the purview of the IMO (e.g. vessels
with a 5,000 gross tonnage and above
which have an established Poseidon
Principles trajectory whereby the car-
bon intensity can be measured using
IMO Data Collection System data).

The Poseidon Principles set up four ba-
sic rules of responsible ship financing:

1. Assessment: financial institutions
annually assess their shipping port-
folios against the international IMO
decarbonization targets, specifical-
ly aiming at a reduction in green-
house gas emissions. This assess-
ment is based on a robust
industry-appropriate methodology
outlined in the technical guidance
of the Poseidon Principles.

2. Accountability: any information
submitted by a financial institution
in compliance with the Poseidon
Principles shall be unbiased and
proceed from trustworthy and re-
spectable sources (i.e. classification
societies and other IMO recognized
organizations in compliance with
the mandatory regulation estab-
lished by the IMO for the data col-
lection and reporting of fuel oil con-
sumption from ships (IMO Data
Collection System)).

3. Enforcement: signatories will in-
clude a covenant clause, or a bind-
ing agreement, in all new shipping
business activities which ensures
access to high quality data and
compliance with the Poseidon Prin-
ciples and undertake to work with
clients and partners to gather the
necessary information to calculate
emission intensity.

4. Transparency: financial institutions
commit to publicly report their
alignment with the principles on an
annual basis, which enhances trans-
parency and accountability in the
shipping finance sector, as the Po-
seidon Principles encourage collab-
oration among banks, shipping
companies and other actors to fos-
ter sustainable practices in com-
mercial maritime transport. The sig-
natories publish their climate
alignment scores in the Poseidon
Annual Disclosure Report and their
own corporate reports each year —
the latest reports for 2023 show im-
provementin banks’alignment with
decarbonization targets compared
t0 2022 reports.

To enhance the practical implementa-
tion of the Poseidon Principles a stan-
dard covenant clause was developed
which provides for an information dis-
closure covenant for shipowners and
covers the specific information needed
to calculate climate alignment in accor-
dance with the Poseidon Principles.
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The standard clause is available at the
official website of the Poseidon Princi-
ples.

The Pegasus Guidelines

The Pegasus Guidelines are a standard-
ization initiative and climate-aligned fi-
nance framework for the aviation sector
setting directions and best practices
aimed at enhancing safety, efficiency,
and sustainability of aviation opera-
tions. They were designed to promote
sustainable investment practices and
guide financial institutions in integrat-
ing ESG considerations into their deci-
sion-making processes.

Launched in April 2024 by the Rocky
Mountain Institute, an independent
non-profit organization focused on a
low-carbon energy future, in coopera-
tion with five leading global banks and
involving a broad consultation with in-
dustry players and experts, the Pegasus
Guidelines introduce a framework for
financial institutions to independently
calculate and disclose the emissions in-
tensity and climate alignment of their
aviation lending portfolios.

The Pegasus Guidelines are applicable
to and can be applied in various finan-
cial products, including, but not limited
to, bilateral loans, syndicated loans, di-
rect equity, etc.

Although the Pegasus Guidelines pro-
vide for similar methodology and crite-
ria as the Poseidon Principles, the
Pegasus Guidelines operate indus-
try-specific terms in the course of the
calculation.

The Pegasus Guidelines encompass
three major methodological recom-
mendations:

1. Standardized Measurement of
Emissions: provides for a nine-step

methodology for calculating the cli-
mate alignment of the portfolio; it
also draws the difference between
aircraft-specific  financings and
general-purpose financings (i.e.
thatin aircraft-specific financings (i)
the facility in the aircraft specific fi-
nancing is secured by aircraft collat-
eral and (ii) the facility has a use of
proceeds relationship to the aircraft
collateral (secured aircraft purchase
financing or refinancing)) and spec-
ifies detailed finance criteria to fall
within the scope of the framework.

2. Consistent Approach to Data Ac-
cess: establishes strict require-
ments for data sources to be used
for assessment — the information
must be sourced directly from the
client or a qualified third-party pro-
vider.

3. Annual Disclosure: enlists the pa-
rameters to be disclosed annually
by means of financial statements.

Similar to the Poseidon Principles, to
encourage expansion of practical use,
sustainability-related data disclosure
clauses were developed for the Pega-
sus Guidelines. They are available upon
request from the Rocky Mountain Insti-
tute.

As the Pegasus Guidelines are a brand-
new framework developed for aviation,
there are no available reports on their
use yet. However, the industry has great
expectations in connection with the
perspectives of their use in practice.

General conclusions and
implementation in Russia

The Poseidon Principles and the Pega-
sus Guidelines have been developed
for financial institutions to assess the
projects they are financing. However,
these frameworks also serve aviation
and shipping companies in setting sus-
tainable targets in their business to be

eligible for financing provided by finan-
cial institutions that work within these
frameworks. These two objectives to-
gether provide for a greater transpar-
ency for the whole industry as to the
clear and specific ESG objectives to aim
for.

Since the Poseidon Principles and the
Pegasus Guidelines were designed by
Western financial organizations, they
have spread among foreign (both
Western and Eastern) markets but
have not yet been widely used in Rus-
sia. However, in 2020 one of the most
prominent Russian shipping compa-
nies, “Sovcomflot”, entered into a Po-
seidon Principles-compliant financing
transaction with a pool of international
banks, which at that time was one of
thefirstsuch Poseidon Principles-com-
pliant deals in the global shipping in-
dustry.

In the meantime, Russian aviation and
shipping companies are pursuing ESG
values by aligning their business with, in
particular, the United Nations Sustain-
able Development Goals, the Paris
Agreement and the International Orga-
nization for Standardization of ESG
principles. Together with the Taxonomy
for Green Projects and the Russian
Green Finance Guidelines developed
(including with reference to the men-
tioned global principles and goals) by
VEB.RF and the Russian Government,
this creates for financial institutions a
starting point in assessing transporta-
tion industry companies’ sustainability
status and, ultimately, their eligibility for
green financing.

Therefore, the innovative Poseidon
Principles and the Pegasus Guidelines
have good potential and serve as a
launching platform for implementation
and expansion in Russia in the future.
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Kesarev. He is responsible for requ-
latory monitoring and strategic ad-
vice, outreach to government bod-
ies.

He graduated from the Energy Fac-
ulty of the Belarusian State Agrarian
Technical University, and addition-
ally studied WTO trade law with the
Ministry of Foreign Affairs of Singa-
pore, and trade aspects of the Belt
and Road Initiative at the Chinese
Academy of Social Sciences.

In 2018-2019, he completed inter-
national courses on ESG and ener-
gy policy at Arava Institute for Envi-
ronmental Studies.

Andrei has written two books on en-
ergy and climate policy.

Abstract:

Sustainable development at the corporate level is
increasingly reflected in the social and environmental
responsibility of business. Most often, this is expressed

through the contribution of business to achieving sustainable
development goals (SDG). This understanding of sustainable
business development is associated with the need to include
the company in the national landscape of sustainability, since

the government is responsible for the development,
implementation and reporting on the national sustainable
development strategy (or national goals). As a result,
effective participation in national sustainable development
plans requires close communication with government
agencies that are directly responsible for achieving SDG. In
other words, the role of GR is significant both at the stage of
developing a corporate sustainable development strategy
and at the stage of its implementation. The article describes
in more detail the role of GR in developing an ESG strategy
and provides relevant recommendations.

Sustainable development at the corpo-
rate level is usually understood in two
ways:

» in a pragmatic sense, as identifica-
tion and mitigation of the most rel-
evant non-financial risk factors;

» asanincrease in the social and en-
vironmental responsibility of busi-
ness, which is equivalent to the con-
tribution of business to achieving
sustainable development goals.

If a company focuses on the first ap-
proach, it usually develops an ESG
strategy, i.e. identifies the most signifi-
cant environmental, social and gover-
nance factors and takes steps to miti-
gate the corresponding risks and
publishes non-financial reporting. The
methodological basis for identifying
such non-financial factors is the materi-

ality assessment, described in the GRI
standards and other guides.

If a company focuses on the second ap-
proach, that is, on increasing the social
and environmental responsibility of
business, it develops a sustainable de-
velopment strategy and strives to make
a positive contribution to achieving the
UN Sustainable Development Goals
(SDGs), also publicly disclosing infor-
mation about its activities.

Understanding sustainable business
development as increasing social and
environmental responsibility is associ-
ated with the need to include the com-
pany in the national context, since the
government is responsible for the de-
velopment, implementation and re-
porting of the national sustainable de-
velopment strategy.
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In this sense, more and more govern-
ment and public initiatives are emerg-
ing aimed at involving businesses in
achieving the SDGs. There are quite a
few such initiatives at the international
level, but the most important is the UN
Global Compact. The Global Com-
pact’s activities are aimed at involving
businesses in achieving the SDGs and
forming a global partnership between
the government and corporate sectors.

However, initiatives to involve business-
esin achieving the SDGs are also taking
place at the national level. It is worth
highlighting the draft standard for re-
porting on sustainable development,
developed by the Ministry of Economic
Development of Russia and currently
undergoing public discussion. The
standard under discussion recom-
mends that companies disclose infor-
mation on their contribution to achiev-
ingthe SDGsand national development
goals of Russia. At the same time, the
disclosed information must be con-
firmed by quantitative data.

It is clear that most often companies
combine both approaches in their cor-
porate sustainability strategies, but the
second approach is becoming increas-
ingly significant and it seems impossi-
ble to avoid it, since the role of govern-
ments in the sustainable development
agendais crucial.

The number of public corporate sus-
tainability strategies (both sustainable
development strategies and ESG strat-
egies) in Russia is steadily growing.
Therefore, it is important to note that
for correct and effective participation
in national sustainable development
plans, close communication with gov-
ernment agencies that are directly re-
sponsible for achieving the SDGs and
national goals is necessary.

Since ESG is based on the concept of
stakeholder capitalism and assumes
systemic stakeholder engagement (in-
cluding regulators), the GR strategy can
also rely on elements of the sustainable
development strategy. This approach
creates strong cross-functional con-
nections and improves the quality of
strategic management.

Inthisregard, the development andim-
plementation of a company’s sustain-
able development strategy should be
accompanied by GR communications
in order to:

» Avoid only declarative goals. To-
day, there is no generally accept-
ed methodology for accounting
for the contribution of business to
achieving the SDGs and national
goals, that is, business can most
often only declare its contribution
to their achievement, but can
rarely evaluate this contribution.
Without communication and pre-
liminary discussion of the compa-
ny’s strategic goals for sustainable
development with the regulator,
the goals may remain a declara-
tion.

» Ensure that the company’s goals
contribute to improving the compa-
ny’s reputation in the eyes of gov-
ernment agencies.

» Ensure that the company’s goals
include social and environmental
responsibility that will be of real sig-
nificance to government agencies.

As a result, the role of GR is significant
both at the stage of developing a cor-
porate sustainable development strat-
egy and at the stage of its implementa-
tion.

When developing a sustainable devel-
opment strategy, it is important:

» To analyze the national sustainabili-
ty landscape and government sus-
tainability plans and determine the
company’s place in these plans.

» Toconductin-depthinterviews with
key government agencies whose
activities relate to sustainability to
assess and agree on the company’s
sustainability goals and manage
stakeholder expectations. However,
at present, such communication will
not result in the company taking on
new obligations.

» Tosendthe final strategy to relevant
regulators (who participated in the
discussion) for information.

At the stage of implementing the sus-
tainable development strategy, it is ad-
visable:

» To monitor the activities of relevant
government agencies in the field of
sustainable development.

» To include sustainable develop-
ment aspects in communications
with regulators (in correspondence,
regular meetings and presenta-
tions, meetings of public and advi-
sory councils, etc.).

» When engaging stakeholders, to
strive to involve the regulator in
ESG initiatives.

» To notify regulators of changes and
adjustments to the sustainable de-
velopment strategy.

Communication  with  government
agencies both at the development
stage and during the implementation of
the sustainable development strategy
will improve the quality of strategic
management and will also introduce an
additional positive element into com-
munications with regulators.
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Abstract:

Growing consensus among
business leaders about the
importance of ESG factors
and sustainable
development for the future
sustainable growth of
Russia’s economy makes it
incumbent upon public
joint-stock companies and
other corporates seeking a
competitive edge to pay
serious heed to these issues.
Against this background, the
authors address the
importance of ESG factors,
discuss their relevance for
underwriters, identify
possible risks for companies
that fall short of their
representations in this area,
and offer practical
suggestions for companies
seeking to implement ESG
principles.

Surveys on ESG and sustainable devel-
opment issues suggest that many Rus-
sian companies promote an agenda of
social responsibility and responsible
corporate governance. Most corporate
leaders intuitively understand the im-
portance of those areas, especially
when their efforts yield tangible and
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relatively quick results. Few would seri-
ously dispute the value of protecting
the environment or the benefit of using
energy-saving technologies and re-
newable energy sources (however
much their attitudes to climate change
and the impact of humanity on that
process might differ), yet implementa-
tion of the “E” pillar remains underde-
veloped in Russia even though Russian
and international risk management
professionals agree that environmental
issues will dominate the risk landscape
in the next 10 years.

In 2021 the Central Bank of Russia is-
sued recommendations for public
joint-stock companies on how to incor-
porate ESG factors and sustainable de-
velopment issues into their strategies
and corporate governance systems (in-
cluding risk management and internal
control) for the creation of long-term
sustainable value for all stakeholders.
In 2022 the Regulator similarly recom-
mended that financial institutions’
management bodies should take social
development and environmental pro-
tection issues into account as part of
their corporate governance proce-
dures.?2 Time will tell whether public
companies’ now voluntary disclosure®
of how they take account of and inte-
grate ESG factors into their business

model and development strategy will
eventually become mandatory. For
now, the Regulator’s recommendations
send a strong signal to Russian compa-
nies that healthy corporate governance
and risk management means taking
ESG factors into consideration. In the
meantime, as with all reporting, public
companies disclosing information must
take care to avoid incomplete, inaccu-
rate or misleading representations. Fail-
ure to do so is bound to incur at least
the disapproval of the Regulator. Al-
though shareholder litigation in Russia
is considered unlikely (it would be rare
for plaintiffs to be able to demonstrate
financial loss as a result of relying on
that information), the reputation of the
company, as well as its ESG rating (if
any), will likely suffer.

As compliance with ESG standards
and/or regulations becomes an in-
creasingly mandatory condition of par-
ticipation in international markets, and
notwithstanding the geopolitical shifts
of recent years, Russian companies
wishing to trade with non-Russian part-
ners and/or beyond Russia’s borders
must think seriously about implement-
ing an ESG strategy. The EU’s Carbon
Border Adjustment Mechanism
(CBAM), which comes into full effect
from 2026, will levy a carbon tax on car-

bon-intensive goods (iron, steel, ce-
ment, fertilizers, aluminum, electricity
and hydrogen) imported from coun-
tries outside the EU with less stringent
environmental regulations or lower car-
bon costs. Importing companies will
have to calculate the amount of carbon
dioxide embodied in the imported
goods and purchase a CBAM certifi-
cate to pay the difference between the
carbon price in the producing country
andin the EU. Whilst the export level of
many carbon-intensive Russian goods
to the EU in the wake of sanctions re-
strictions may have lessened the im-
pact of CBAM on Russian companies to
some extent, its impact will doubtless
be felt by Russia’s trading partners.

Today Russia attaches great impor-
tance to the development of the ESG
agenda within the BRICS framework.
BRICS countries affirm the importance
of sustainable development and advo-
cate for the “adoption of common, ef-
fective, clear, fair and transparent
standards and rules for assessment of
emissions, elaboration of compatible
taxonomies of sustainable projects as
well as accounting of carbon units”*
The Declaration adopted by the BRICS
Summit in August 2023 called for the
implementation of the 2030 Agenda
for Sustainable Development and re-

' Bank of Russia Information Letter No. IN-06-28/96 dated 16.12.21 “On recommendations for Board of directors of joint-stock companies on accounting for

ESG factors and sustainable development issues”

sustainable development issues into their corporate governance procedures”

Bank of Russia Information Letter No. IN-02-28/145 dated 28.12.22 “On recommendations for financial institutions on incorporating ESG factors and

3 Pursuant to Bank of Russia Information letter No. IN-06-28/49 dated 12.07.21 “On recommendations for joint-stock companies on the disclosure of non-finan-

cial information pertaining to their activities”

Multilateralism, Sandton, Gauten, South Africa, 23 August 2023

XV BRICS Summit, Johannesburg Il Declaration, BRICS and Africa: Partnership for Mutually Accelerated Growth, Sustainable Development and Inclusive



emphasized the importance of imple-
menting the United Nations Frame-
work Convention on Climate Change
and its Paris Agreement.

Since 2012 an increasing number of
global insurance companies have be-
come signatories to the UN Environ-
ment Programme Finance Initiative
Principles of Sustainable Insurance
(PSI)® and/or sought to integrate ESG
factors into their business practices and
decision making, including proactively
engaging with potential insureds to un-
derstand their plans to reduce their car-
bon footprint and align with insurers’
own sustainable development ambi-
tions, and limiting insurance for indus-
tries from so-called “brown” or “dirty”
industries with a high level of carbon
emissions. It should be noted that al-
though no Russian insurance compa-
nies have signed the PSI, depending on
the industry in which potential insureds
operate, it is not unreasonable to ex-
pect that, as part of their review of avail-
able information, some Russian under-
writers  might have regard to a
company’s ESG rating and/or pro-
fessed ESG practices when assessing
the quality of its overall risk manage-
ment practices and the health of its cor-
porate governance.

Small Russian companies focused on
surviving in a changing economy are
unlikely to be guided by entirely altruis-
tic goals when considering whether to
implement ESG principles. They may
be reluctant to deploy significant re-
sources without the prospect of short-
termreturns. Nevertheless, as ESGis no
longer just a foreign or fashionable
trend gaining momentum but an unde-
niable reality both at home and abroad,
no company serious about its future
can afford to stay on the sidelines. It is
virtually impossible to find any signifi-
cant corporation that has not devel-
oped an ESG strategy, which usually in-
cludes, all other things being equal,

>

giving preference to working with con-
tractors and suppliers and/or investing
in companies that can reliably demon-
strate their environmental and social
responsibility (including, in some cases,
by reference to an ESG rating).

Regardless of their motivation, em-
barking on an ESG journey can seem
daunting for smaller companies, espe-
cially those not directly engaged in car-
bon-intensive industries. Our experi-
ence shows that to avoid ad hoc or
haphazard approaches that produce
superficial results, a good place to be-
gin is to study the methodology and
measurement criteria used by ESG rat-
ing agencies when evaluating how well
a company is performing in terms of its
environmental responsibility, labour
practices, and corporate governance.
Most Russian companies that declare
their commitment to ESG principles
have an ESG rating from one or more
local rating agencies. The methodolo-
gies applied by those agencies are
broadly similar and include a brief de-
scription of what must be implemented
(policy documents, actions, procedures
to account for task execution, etc.) to
confidently assert adherence to ESG
principles. Many are available online.
Studying those methodologies gives
companies on the threshold of their
ESG journey a structured road map
making it easier to define goals and the
indicators of their achievement. Such
companies might then wish to:

» form a working group that includes
personnel responsible for human
relations, labour protection, social
issues, government relations, risk
management and internal audit;

» assess the materiality of each ESG
factor by reference to the compa-
ny’s stakeholders and industry (i.e.
which factors most affect the com-
pany, how the company itself most
affects the environment and soci-

ety);

» review the adequacy of existing so-
cial programmes and environmen-
tal measures;

» prepare policies/internal regula-
tions of the type envisaged by rating
agencies, for example, with respect
to risk management, responsible in-
vestments, client relations, the se-
lection of suppliers/service provid-
ers, the work of the Board (including
its role in approving and monitoring
the implementation of ESG goals),
the consideration of ESG risks with-
in specific committees;

» reduce the company’s carbon foot-
print (this involves collecting and
entering data into a specialized cal-
culator to measure the company’s
existing carbon footprint, and mon-
itoring the efficacy of initiatives im-
plemented);

» regularly measure employee satis-
faction/staff turnover and take
steps to maintain and increase the
level of employee satisfaction, as
well as promoting employee en-
gagementin environmental and so-
cial initiatives;

» increase the transparency of the
company’s business processes, for
example, by clearly documenting
and informing employees and other
stakeholders of those processes;
and

» where necessary, consult with ex-
ternal experts.

The implementation of ESG principles
is a long and painstaking process, re-
quiring dedicated time and effort. Ap-
proached properly, it will promote the
creation of long-term sustainable value
for all company stakeholders, remain in
step with the priorities of the Russian
Federation and the Regulator, serve as
an effective communication tool with
the international market, and ultimately
tread more lightly on our planet.

As ESGis no longer just a foreign or fashionable trend gaining
momentum but an undeniable reality both at home and abroad,
no company serious about its future can afford to stay on the
sidelines. It is virtually impossible to find any significant
corporation that has not developed an ESG strategy.

5 https://www.unepfi.org/insurance/insurance/the-principles/
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Daria Birich has been with maslov:
agency for eight years, having
grown from Account Assistant to
Account Director.

Her roaster of former and current
clients includes industrial and tech
companies, such as EL5-Energo
(ex. Enel), Systéme Electric (ex.
Schneider Electric), Daccord (ex.
Legrand), EGGER, Hewlette Pack-
ard Enterprise.

Working with industrial companies
enabled Daria to gain expertise in
sustainability and ESG standards,
which she uses to help clients with
challenges in communication on
these topics.

For the last couple of years, there has
been an ongoing debate in the media
and at business events about whether
ESG has any relevance in the Russian
market. The fact is many companies op-
erating in Russia still develop and im-
plement ESG strategies. For some of
them, sustainability efforts remain one
of the few topics over which they can
stay in touch with their stakeholders
and consumers. The task of communi-
cating on the topic grows more chal-
lenging: companies compete for the
Russian media’s limited attention to
sustainability, the state imposes its own
agenda, and the customer becomes
more discerning. The audience is willing
to lend their ear only to those who make
areal difference. Here’s some insight on
how to communicate as a genuinely re-
sponsible business.

ESG and communications today

The sure way to gain a foothold in the
media and the audience’s mind is to fol-
low trends.

Nowadays in Russia, there is a certain
tilt toward Social. People are going
through hard times and need support.
According to a survey of sustainability
experts by the “Business & Society” por-
tal, brands feel it and respond to it by
centering their efforts around a hu-
man'’s well-being. This is evident when
one looks at shortlists of communica-
tion awards; many of the submitted
projects are aimed at vulnerable com-
munities. And certain brands are not
afraid to raise topics some will hesitate
to associate with, such as the rehabilita-
tion of prisoners and domestic violence.

Greenwashing in the media is in de-
cline. Primarily because Russian com-
panies take ESG more seriously now, as
sporadic CSR projects have evolved

into sustainability strategies tied to
business ones. At the same time, the
consumer has become more aware and
can tell if there has been any real
change.Some brands even have corpo-
rate guidelines for avoiding greenwash-
ing in their public materials.

A survey commissioned by the Russian
Union of Industrialists and Entrepre-
neurs from the Russian Public Opinion
Research Center (VCIOM) in February
2024 showed that Russians understand
the importance of personal contribu-
tion to environmental protection: 42%
blame themselves for the deterioration
of the environmental situation (and
only then the authorities and the indus-
try), and almost 50% consider citizens’
low environmental responsibility the
main barrier to its improvement. This
means people are willing to act, and
companies can help by sharing their ex-
pertise in the media or via educational
projects.

One such project implemented by a
fast-food company, which once was an
ESG pioneer in Russia, illustrates the
public’s drive to improve the local envi-
ronmental situation and do better. The
#MyEcoDay campaign was designed
to engage corporate volunteers across
the company’s geography in fighting
waste  pollution and  promoting
eco-consciousness. Over the years, lo-
cal residents and small businesses have
joined the volunteers, and now togeth-
er they do plogging runs and pick up
waste in natural areas as well as hold
public talks on rational waste manage-
ment. Those unable to join the events
can participate in a “digital cleaning
day” to learn about their digital foot-
print and ways to reduce it. In 2023,
#MyEcoDay campaign gathered al-
most 5,000 participants across 78 Rus-
sian cities (vs 50 in 2020).
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Having an ESG strategy means that the company is aware of its
obligations to various stakeholder groups and takes on these
obligations. That its sustainability efforts are not a tribute

to modern trends or a way to solve issues with stakeholders,
but a part of its business.

Esse quam videri

Following the trends definitely makes a
company seem like it understands the
agenda and is attuned to consumer
moods. But with the current level of
awareness, consumers and stakehold-
ers are quite sensitive to something
seeming rather than being. The con-
vincing image of a responsible compa-
ny rests on these three elements: an
ESG strategy/roadmap, a portfolio of
projects, and openness.

Having an ESG strategy means that the
company is aware of its obligations to
various stakeholder groups and takes
on these obligations. That its sustain-
ability efforts are not a tribute to mod-
ern trends or a way to solve issues with
stakeholders, but a part of its business.
Not all companies have the resources
to develop and implement a full-
fledged ESG strategy (or localize HQ's
global strategy), but any company can
outline a roadmap of measures and
projects to at least reduce and offset its
impact.

Having a portfolio of implemented or
ongoing projects indicates that the
company’s  sustainability commit-
ments are not just declarations and
promises, not a PR track. The projects
must follow some logic, i.e. correspond
to the company’s business and/or ESG
strategy, and its values. For example, if
an agricultural company talks about its
efforts to help the Siberian tigers and
then about stocking a waterbody in the
Urals with fish, it will come off as
greenwashing.

If the company has mastered these two
elements, the next natural step is to tell
its audience about it. That's when the
openness comes into play. The least the
company candois to post its ESG strat-
egy/roadmap on its website. By the
way, publishing a brand new or updated
strategy is a good reason to gather re-
porters to talk about sustainability.
Communication on ESG projects must
be regular and systematic; it should
show progress and scalability support-

ed by the numbers: of educated chil-
dren, saved kilowatts, involved corpo-
rate volunteers, etc.

Tools for success

The task of promoting corporate sus-
tainability efforts with traditional PR
tools, e.g. press releases and articles,
becomes increasingly challenging. Es-
pecially since the tightening of the Law
on Advertisement in Russia. So, when
laying out promotion plans for ESG
projects, it's only logical to put aside
some budget for advertorials, to make
sure the desired messages reach their
target audience.

Collaborating with media on sustain-
ability topics based on mutualinterestis
not completely out of the question,
though. As mentioned before, consum-
ers admit their responsibility to the
planet and society and are willing to act.
Businesses can guide them by sharing
their sustainability expertise in how-to
articles. Most media care about provid-
ing useful content to their audience, so
they too will appreciate the format.

Reporters are also in constant search
for experts to comment on the topics
they write about. Through this collabo-
ration, a company speaker can high-
light certain ESG projects as examples
and best practices and even bring up
issues they believe require more public
attention while addressing a reporter’s
questions. Having a speaker with a well-
built sustainability expert profile grants
the company a platform in various me-
dia and creates “a responsible compa-
ny” association.

The Russian market presents both chal-
lenges and opportunities for compa-
nies seeking to implement effective
sustainability communications strate-
gies. By focusing on social initiatives,
avoiding greenwashing, and demon-
strating genuine commitment, busi-
nesses can build trust with stakeholders
and contribute to a more sustainable
future. By embracing sustainability as a
core value, businesses can not only en-
hance their reputation but also create
long-term value for their stakeholders
and society as a whole.

AEBRUS.RU

How to build and reinforce the image of a responsible company

—h
O

SUSTAINABILITY: AREA OF COMMON ENDEAVOR


https://aebrus.ru

Part 2. ESG implementation

N
o

SUSTAINABILITY: AREA OF COMMON ENDEAVOR

ESG and shareholders’
rights: current and
potential legal
implications

DINA
KRAVCHENKO

SENIOR ASSOCIATE,
CORPORATE/M&A PRACTICE,
ALRUD LAW FIRM

Dina Kravchenko supports corpo-
rate, capital markets, fintech & life
science projects. She has extensive
experience in advising on various
regulatory issues and supporting
projects from complicated fields of
regulations, including ones with
“green agenda”.

Sheisamember of the International
Bar Association (IBA), the Interna-
tional Young Lawyers Association
(AlJA) and the International Com-
pliance Association (ICA).

Dina graduated from the Faculty of
Law of the Lomonosov Moscow
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In recent years, Environmental, Social,
and Governance (ESG) considerations
have become integral to corporate
strategy and investor decision-making
worldwide. ESG practices encompass a
company'’s efforts to operate sustain-
ably, ethically, and with good gover-
nance. For shareholders, these practic-
es influence not only the ethical
implications of their investments but
also the long-term profitability and sta-
bility of the companies they invest in.

Globally, ESG practices have reshaped
the relationship between companies and
their shareholders. In Russia, this shift is
influenced by both international trends
and domestic developments. Here the
prospects of integration of ESG factors
into corporate governance depend onthe
approach of the shareholders and local
regulator. This article explores how ESG
practices affect shareholders’ rights in
Russia, which tools shareholders have in
their disposal to influence corporate gov-
ernance, and the potential risks and op-
portunities that may arise in this context.

Shareholders have rights enshrined in
Russian corporate law, including the
right to participate in decision-making,
access information, and receive divi-
dends. The Russian legal framework
governing corporate governance is pri-
marily outlined in the Civil Code of the
Russian Federation and the Federal
Law “On Joint Stock Companies” (“Law
on JSC”). These laws establish the rights
of shareholders and the duties of com-
pany directors. However, while they
provide the shareholders with expect-
ed scope of corporate rights, there is no
separate standalone ESG legislation in
Russia, which would be devoted to the
shareholders’ position on ESG aspects.

The Central Bank of Russia, which also
acts as a regulator of corporate gover-
nance practices, has been promoting
the adoption of ESG principles. For the
last couple of years, it has focused its ef-
forts on developing tools and infra-
structure for the sustainable develop-
ment of financial market. This includes
improving corporate governance and
information disclosure to support sus-
tainable development, as well as inte-
grating ESG factors into regulation to
adapt the financial market to new types
of risks. These actions have taken form
of recommendations and information
letters, effectively existing as a “soft
law”, e.g.:

» Information Letter of the Bank of
Russia dated 24 May 2023 “On Rec-
ommendations on Provision (Dis-
closure) by Financial Organizations
of Information to Clients on Sus-
tainable Development Financial
Products”;

» Information Letter of the Bank of
Russia dated 16 December 2021
“On Recommendations on Consid-
eration of ESG Factors and Sustain-
able Development lIssues by the
Board of Directors of a Public Joint-
Stock Company”;

» Information Letter of the Bank of
Russia dated 28 December 2022
“On Recommendations for Finan-
cial Institutions to Consideration of
ESG Factors and Sustainability Is-
sues in Organizing Corporate Gov-
ernance”;

» Information Letter of the Bank of
Russia dated 30 June 2023 “On
Recommendations on the Devel-
opment of Methodology and As-
signment of ESG Ratings (Sustain-
ability Ratings)”.
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The policy of the Bank of Russia is quite
soft and mainly aimed to enhance
transparency and provide stakeholders
with information necessary to assess
companies’ long-term sustainability.

How to influence corporate
governance with ESG in mind

In Russia, shareholders with ESG con-
siderations in mind can potentially in-
fluence corporate governance through
several mechanisms:

1. Votingrights and proposals

Shareholders can exercise their vot-
ing rights at general meetings to ap-
prove or reject decisions related to
ESG initiatives. They may propose
agenda items or resolutions that fo-
cuson ESG issues, such as adopting
environmental policies orimproving
labor practices.

2. Engagement and dialogue

Active engagement with manage-
ment allows shareholders to voice
their concerns and expectations re-
garding ESG matters. This can hap-
pen through direct communication
or investor meetings.

' Paragraph 1, Article 91 of the Law on JSC
2 Paragraphs 2-3, 5-6, Article 91 of the Law on JSC

3 Paragraph 4, Article 91 of the Law on JSC

3. Collaboration with institutional
investors

Institutional investors, such as pen-
sion funds and asset managers, of-
ten have significant influence due
to the size of their holdings. Share-
holders can collaborate with these
entities to amplify their impact on
ESG-related corporate  gover-
nance.

4. Utilizinglegalrightstoinformation

Shareholders can invoke their legal
rights to access information about
the company’s activities, since joint
stock companies are obliged to pro-
vide shareholders with access to in-
formation and documents upon
their request. These include, in par-
ticular™

» company’s charter;

» internal documents of the com-
pany approved by the general
meeting of shareholders that
regulate the activities of its
bodies;

» regulations on a branch or rep-
resentative office;

» annual accounting (financial)
statements and the auditor’s re-
port on them;

» minutes of general meetings;

» lists of affiliated persons of the
company;

» notifications of the conclusion
of shareholders’ agreements
sent to the company, as well as
lists of persons who have en-
tered into them;

» court decisions and rulings on
disputes related to the creation
of the company, its manage-
ment, or participation in it, as
well as judicial acts on such dis-
putes.

The company is obliged to provide ac-
cess to certain information and docu-
ments only to shareholders holding a
specific percentage of shares?. For ex-
ample, shareholder owning at least 1%
of the voting shares can ask for disclo-
sure of information and documents
concerning major transactions and/or
transactions with interested parties,
minutes of meetings of the board of di-
rectors and some other documents the
company is obliged to keep. However, if
the aforementioned documents andin-
formation are requested by a share-
holder (shareholders) who owns less
than 25% of the voting shares, the
request must specify a legitimate busi-
ness purpose®.
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While the legal framework is still developing, shareholders have
several tools at their disposal to leverage ESG considerations to
influence corporate decisions. By exercising their rights to vote,
engage in dialogue, and demand greater transparency,
shareholders can promote sustainable and ethical business

practices.

Whether the ESG concerns can consti-
tute a legitimate business purpose, re-
mains an open question: according to
paragraph 7 of Article 91 of the Law on
JSC, a business purpose is understood
as a shareholder’s legitimate interest in
obtaining information and documents
that are objectively necessary and suffi-
cient for the proper exercise of the
shareholder’s rights provided for by the
Law on JSC. As stated in this provision
of the Law on JSC, a business purpose
may not be considered reasonable, in
particular, if: 1) the company has infor-
mation about actual circumstances in-
dicating bad faith of the shareholder; 2)
there is unreasonable interest in ob-
taining documents or information by
the shareholder; 3) the shareholder is a
competitor of the company or an affili-
ated person of a competitor and the
document requested by the sharehold-
er contains confidential information re-
lated to the competitive sphere and its
distribution may harm the commercial
interests of the company.

The absence in a shareholder’s request
to provide documents of an indication
of the business purpose for which the
document is requested, when such
purpose is required by the Law on JSC,
or if the said purpose is not reasonable,
orif the composition and content of the
requested documents clearly do not
correspond to the purpose indicated in
the request, all of this, as analysis of
court practice has shown, may be
grounds for the company to deny ac-
cess to documents and information to
its shareholder.

Potential risks and disputes in the
ESG context

As it is apparent, in Russia, it is not an
easy task for the shareholder to be ac-
tively engaged in the promotion of ESG
practices, and most of the options of
such activism are available solely to

shareholders with significant part of the
shares in their ownership.

Moreover, the future developments in
this area may lead to potential risks and
disputes. While we have not seen them
in the Russian practice yet, there are
some prominent issues to keep in mind
while working on the local develop-
ment of ESG practices:

1. Conflict of interests

There may be conflicts between
shareholders seeking to prioritize
ESG objectives and those focused
on short-term financial gains. Such
conflicts can lead to disputes over
company strategies and resource
allocation.

2. Disclosure disputes

Issues may arise over the adequacy
and accuracy of ESG disclosures.
Shareholders rely on transparent re-
porting to make informed decisions,
and insufficient disclosure can lead
to mistrust and legal action.

3. Regulatory compliance risks

Companies failing to comply with
ESG-related regulations may face
legal penalties, which can negative-
ly affect shareholders. Conversely,
overly stringent ESG policies might
impact profitability, leading to
shareholder discontent.

4. Cultural and operational chal-
lenges

Implementing ESG practices may
require significant changes in com-
pany culture and operations. Resis-
tance from management or other
stakeholders can create friction and
hinder progress. For instance, in in-
dustries with substantial environ-
mental impacts, disagreements may

occur over the pace and extent of
implementing sustainability mea-
sures. Shareholders advocating for
rapid change may clash with man-
agement concerned about the
costs and operational disruptions.

So why should it matter when it can be
so complicated? For shareholders and
companies alike, embracing ESG prac-
tices is not only about compliance but
also about ensuring long-term success
and competitiveness in the global mar-
ket. For example, we see increased at-
tention both from the regulator and
from the market to environmental con-
cerns in industries like mining and oil
and gas. Sustainable practices in these
industries may mitigate environmental
risks that could lead to financial losses
or reputational damage, which may
consequently cause the drop of share
prices.

While the legal framework is still devel-
oping, shareholders have several tools
at their disposal to leverage ESG con-
siderations to influence corporate de-
cisions. By exercising their rights to
vote, engage in dialogue, and demand
greater transparency, shareholders can
promote sustainable and ethical busi-
ness practices. The potential risks and
disputes arising from ESG practices
underscore the need for clear regula-
tions and open communication be-
tween shareholders and management.
We hope that through the policies and
recommendation of the Bank of Russia
as well as growing education and
awareness among fellow shareholders
about the importance of ESG consid-
erations for long-term investment re-
turns and risk management, a broader
support for integrating ESG principles
into corporate governance can be built
in Russia.
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The new reality and the constantly
changing world force us to regularly
check and transform existing global
trends and stereotypes. Such an analy-
sis is also required by the concept of
ESG management, which has become
popularinrecentyears andis based on
the principles of environmental, social
and government responsibility.

Under sanctions, the trajectory of ESG
banking in Russia does not look very
optimistic: we are not expected in Eu-
ropean markets, we hope to enter
Asian markets, which are most often
regulated according to European pat-
terns, and we implement ESG projects
in the national taxonomy with maxi-
mum approximation to international
standards. The experience of socially
responsible banking in the economy of
transformations accumulated in Rus-
sia — constant changes in the condi-
tions of continuous crises — allows us
to make sovereign ESG banking glob-
ally competitive and contribute to the
best world practices.

Compliance with environmental, so-
cial and governance requirements
should be treated with respect, enthu-
siasm, but without fanaticism. The tra-
jectory of sovereign ESG banking ex-
pands the range of risks taken into
account and the decision-making
horizon due to innovation and requires
creative approaches to financing ESG
projects.

ESG does not cancel profit. Attempts
to use ESG criteria instead of profit are
useless. Profit has been and remains
the main driving force and the main so-
cial responsibility of business:

»  without profit, there are no resourc-
es for solving socio-economic, en-
vironmental and climate problems;

» profit cannot be obtained without
satisfying the constantly changing
needs of society;

» in the “pursuit of profit” within the
framework of current legislation,

business is already obliged to bear
the costs of paying taxes, salaries of
employees, their training, labor pro-
tection and environmental protec-
tion.

Unlike speculative banking, in ESG
banking profit must be:

» long-term (for the reproduction of
all types of capital: financial, indus-
trial, natural, intellectual, informa-
tional, human, social);

» resistant to risks: market, regulatory,
criminal, social;

» creative to increase the efficiency
and payback of ESG projects.

ESG incompetence. The irrepressible
desire to implement the declared ESG
principles leads to the accelerated im-
plementation of rules that ignore ob-
jective laws:

» no one has repealed the laws of
conservation of mass and energy;

» the weather forecast for tomorrow
is usually more accurate than the
climate forecast for 10 years
ahead;

» energy balances must use different
energy sources taking into account
seasonal, climatic factors, peak
loads and reserves;

» the transition to new technologies
requires costs with a reasonable
payback period and profitability;

» innovation is not a scientific, not a
technical, but always a social prob-
lem (“with the old technology — lam
the boss, and with the new technol-
ogy it is not a fact that | will remain
the boss”);

» any, even the most democratic
management has its own system
administrator, beneficiary and re-
sponsible person.

Backwards advantages. Russian
banking was late in adopting ESG prin-
ciples. Backwards advantages allowed
us to reduce the risks and costs of a pi-
oneer and use the experience of an in-
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tegrated approach to implementing
new planned indicators and business
accounting. Integrated ESG banking
does not cancel the banking business,
but:

Comprehensive ESG banking does
not cancel the banking business, rather
it:

» expands the range of risks taken
into account (due to environmental,
social and management factors)
andthe horizon (notimmediate, but
long-term profit);

» the success of implementing of
ESG banking is not in the speed of
changing regulatory requirements,
but in a comprehensive approach
that takes into account the rela-
tionship: taxonomy, structure and
management functions, business
model and strategy, ESG risk man-
agement and the formation of ESG
reporting;

» each of the specified subsystems
has many alternatives from which
the EGS banking puzzle is formed,
covering at the algorithm level all
levels and options of the taxono-
mies used, management functions
and procedures, incentives, per-
sonal responsibility, and the proce-
dure for resource distribution.

Active promotion of sovereign ESG
banking. Center-invest Bank plays a
significant role in the practical promo-
tion of ESG banking in Russia, actively
implementing and popularizing the
principles of environmental, social and
corporate governance.

The ESG banking model creates a sus-
tainable ecosystem of relationships
with clients and encourages all partici-
pants in this system to pursue a more
responsible and social policy within the
organization.

Investing in sustainable develop-
ment: in 2019-2024, Center-invest
Bank invested RUB 566.3bn in imple-
mentation of the Sustainable Develop-
ment Goals and RUB 503.2bn in the
National Projects. The bank also pro-
vides information on each client’s con-
tribution to the implementation of
these goals and projects.

Since 2022, the bank has been using
the ESG risk assessment methodology
when lending to small business entre-
preneurs. The methodology for assess-
ing SME loans includes 25 parameters
that take into account various aspects
of doing business, an assessment of the
level of environmental, social and cor-
porate culture, industry risks and other
factors.

The bank’s customers with an ESG-A/
B/C rating receive certificates of grati-
tude for responsible business conduct.
In addition, borrowers have the oppor-
tunity to apply for an overdraft with a
discount, which depends on the level of
the ESG rating (the higher the rating,
the higher the discount). In this way, the
bank forms a system of ESG loyalty and
involves entrepreneurs in the field of
responsible business conduct. As of
01.10.2024, 5141 loans for a total of RUB
37.7 bn received a non-financial rating,
which is 80% of the entire corporate
loan portfolio.

There are different groups in the small
business sector, for each of which ESG
banking develops special products that
take into account the specifics of lend-
ing risks.

Lending to women entrepreneurs im-
plementsthe principle of gender equal-
ity and takes advantage of the lower risk
appetite of women entrepreneurs.
Since 2012, Center-invest Bank has in-
troduced a special program to support
women entrepreneurs, which as of July
1, 2024, was used by 2,042 clients for a
total of RUB 5.6bn.

Youth business is designed to imple-
ment the creative ideas of the next
generation within the framework of the
current rules and barriers to entrepre-
neurship. To this end, the bank con-
ducts training for aspiring entrepre-
neurs, provides benefits for settlement
and cash services and lending to start-
ups, organizes free consultations and
mentoring based on its own Accelera-
tor. As of July 1, 2024, 923 startup proj-
ects have been implemented for a total
of RUB 1.2bn.

Center-invest Bank has been imple-
menting a special program called So-
cial Responsibility since 2017. This loan
program isimplemented with the aim of
developing the business of social en-
trepreneurs in the fields of education,
healthcare, culture and ecology. As of
July 1, 2024, the bank has financed 188
projects under this program for a total
of RUB 680.5 million.

Center-invest Bank is currently the
only bank in Russia that provides loans
to homeowner’s associations for the
repair of apartment buildings. As of
July 1, 2024, the bank issued 259 loans
to for a total of RUB 556 million. Bor-
rowers do not bearany additional costs.
The main source of loan repayment is
mandatory monthly contributions from
homeowners for capital repairs of the
building.

Energy-efficient projects are part of
ESG. Center-invest Bank has been im-
plementing an energy efficiency pro-
gram since 2005, providing loans to
businesses and individuals to imple-
ment modern technologies and mea-
sures to reduce energy consumption.
During this time, the bank has financed
24,440 projects in the amount of RUB
23.2 bn. The environmental impact of
this work is equal to an annual reduc-
tion in CO, emissions into the atmo-
sphere by 274,514 tons.

In 2022, the bank launched the Green
Mortgage program, which allows indi-
viduals and entrepreneurs to purchase
real estate with an energy efficiency
class of A and higher at reduced rates.
Currently, 70% of all new loans are as-
sessed in terms of greenhouse gas
emissions and environmental impact.
According to our methodology, the
carbon footprint of a mortgage is the
projected consumption of all energy re-
sources of the purchased apartment in
an apartment building, reflecting the
total specific annual consumption of
thermal energy for heating, ventilation,
hot water supply, and common house
needs.

Today, the bank assessed 3,248 mort-
gage loans for RUB 10.2 bn. The total
carbon footprint assessment was
7,343 tons of CO, equivalent (46.6 kg
CO,/m?/year), and the total amount of
loans with assessment was 16.2% of
the total volume of mortgage loans of
the bank.

Since July 2023, the bank has launched
a carbon footprint assessment for the
agricultural sector: both for crop pro-
duction and livestock farming. As of
July 1, 2024, 1,686 loans have been as-
sessed for a total of RUB 14.6 bn. The
total area of land plots with the assess-
ment reached 2,043 thousand hect-
ares.

The bank’s responsible attitude to soci-
ety is reflected by the highest ESG rat-
ing ESG-AA level ESG-2, which was as-
signed to the bank in April 2024 by the
analytical credit rating agency ACRA.
The bank ranks 5th in Russia in terms of
loans issued to SMEs and 11th in mort-
gage lending, participates in all govern-
ment support projects. The bank’s sus-
tainable business model, digitalization
of business processes, and customer
focus allow the regional Center-invest
Bank to successfully develop and
strengthen its competitiveness in local
and global markets.
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Water is an essential resource for life. Be-
yond its critical biological functions, water
is of great importance in sustaining eco-
systems, supporting agricultural process-
es, and driving industrial activities. Every
human endeavor —from food production
to energy generation and sanitation —re-
lies on water. This precious resource is the
basis for numerous industries, including
manufacturing, where it is essential in
various processes such as cooling, clean-
ing,and in the direct production of goods.
As global demand for water continues to
rise, driven by factors like population
growth and rapid industrialization, the
strain on this resource is becoming even
more apparent.

The importance of rational water use is
becoming increasingly evident in the
face of escalating challenges such as
climate change and resource deple-
tion. These pressures are prompting
industries, particularly manufacturing,
to reassess their approaches to water
use. The demand for water from indus-
tries worldwide is expected to increase
by 400 % in 2050 in view of the rapid
growth in global industrialization.! The
over-extraction of water from natural
sources not only risks ecological dam-
age but also threatens the long-term
viability of industries that depend on it.
Water scarcity already affects over two
billion people globally,? highlighting
the urgent need for sustainable water
management practices. Thus, rational
water use is not just an environmental
imperative but also an economic ne-
cessity. For manufacturers, managing
water resources efficiently can result in

significant cost savings, reduced envi-
ronmental impact, and enhanced cor-
porate sustainability. Incorporating wa-
ter management into a company’s
Environmental, Social, and Gover-
nance (ESG) framework can provide
long-term benefits, positioning busi-
nesses as responsible stewards of re-
sources and contributors to global sus-
tainability goals.

Water management: a strategic
approach

The scarcity of water resources has be-
come one of the biggest global challeng-
es of the 21st century. It underscores the
need for solutions to address the Grand
Challenges in this sector, which should
include measures for efficient water use.?
Manufacturers must prioritize water effi-
ciency to mitigate their environmental
footprint and ensure long-term opera-
tional sustainability.

By adopting innovative technologies
such as closed-loop systems and water
recycling, companies can minimize
waste and enhance operational effi-
ciency.* Furthermore, setting specific
water-use targets and regularly moni-
toring progress against these goals fa-
cilitates continuous improvement and
accountability.® In this way, by setting
ambitious water-use goals and regular-
ly tracking performance, manufactur-
ers not only enhance their operational
efficiency but also strengthen their rep-
utation as environmentally responsible
businesses.

! Connor R.etal. The United Nations World Water Development Report, 2016: Water and jobs.

Executive summary.

2 The United Nations World Water Development Report 2024.

wild cards with implications for Russia, 2015.

O. Saritas, L. Proskuryakova, E. Kyzyngasheva. Water resources - an analysis of trends, weak signals and

Morrison, J., et al. (2017). Innovative Water Management in Industry.

® Ramirez, J. et al. (2020). Water Use Efficiency in Manufacturing: A Review.



The role of ESG frameworks in
water management

ESG frameworks have become critical
to business strategies, particularly in
resource-intensive sectors like manu-
facturing. Rational water use not only
conserves this valuable resource but
also integrates seamlessly into ESG
frameworks. Incorporating water man-
agement into ESG frameworks con-
tributes to a company’s long-term suc-
cess by aligning it with global
sustainability goals, such as the United
Nations” Sustainable Development
Goals (SDGs).

Manufacturers that integrate water
management into their ESG frame-
works are not only positioning them-
selves for regulatory compliance but
also gaining a competitive advantage,
particularly in the realm of customer
engagement and retention. Investors,
consumers, and other stakeholders are
placing increasing emphasis on corpo-
rate sustainability, with many favoring
businesses that demonstrate responsi-
ble resource management. A recent
research indicates that a significant
majority —approximately 76% — of con-
sumers are disinclined to purchase
products or services from companies
perceived to neglect their environ-
mental responsibilities, community
welfare, oremployee treatment. These
statistics underscore the critical impor-
tance of adopting robust ESG practic-
es not only as a moral imperative but
also as a strategic business approach
that aligns corporate behavior with
consumer values. By fostering positive
relationships with stakeholders
through responsible practices, organi-
zations can enhance their reputational
capital and, consequently, their market
competitiveness.

As for water management, companies
that prioritize rational water use are
better equipped to navigate the grow-
ing pressures of water scarcity and re-
source competition, while also contrib-
uting positively to environmental and
social outcomes. Water-related ESG
metrics can include factors such as wa-
ter efficiency, wastewater treatment,
water risk assessments, and community
engagement in water conservation ef-
forts. By tracking these metrics, busi-
nesses can ensure they are meeting
their water-related goals while also
identifying areas for further improve-
ment. In doing so, they contribute to
the larger objective of achieving sus-
tainable development, both within their
operations and in the broader societal
context.

Water management in instant
coffee manufacturing

At JDE we believe that access to clean
water is an essential human right, and
ensuring its availability for fundamental
needs like washing, sanitation, and hy-
giene to globally recognized standards
is a critical responsibility.

In 2023 JDE launched Water Steward-
ship Policy, which creates the founda-
tion for our work to positively impact
our water footprint, especially in wa-
ter-stressed priority basins to create
impact where it matters most. It reflects
the close cooperation of our manufac-
turing leads, global center of excel-
lence, and sustainability team, and de-
scribes our commitment to socially
equitable, environmentally sustain-
able, and economically beneficial wa-
ter usage. The Policy also includes oth-
er targets such as treating all our
wastewater before being discharged
by 2030 and ensuring employees at
our manufacturing operations have ac-
cess to safely managed water, sanita-
tion and hygiene (WASH) facilities by
2030.

We are also developing wastewater
training programs, which will empower
our SHE (Safety, Health, and Environ-
ment) experts with the latest knowl-
edge and skills.

At JDE we track our water progresson a
monthly basis and share results via the
E-report to manufacturing plant man-
agers and senior leaders, with data
available on a digital dashboard. At in-
stant coffee manufacturing plants, wa-
ter progressis primarily tracked through
OPL3, a series of weekly reviews on
performance in the plant with dedicat-
ed stakeholders. In 2023, we reduced
our water usage by 4% versus our base
year and managed a 1% reduction in
water intensity. We achieved this by
sharing best practices across our units,
while working closely with both manu-
facturing and R&D and highlighting the
importance of collaboration in achiev-
ing water sustainability goals.

While the production of instant coffee
inherently involves a high-water inten-
sity, the company is committed to re-
ducing its water footprint. We under-
stand that every liter of water saved not
only reduces consumption but also
minimizes the need for additional
cleaning before and after use, thereby
reducing water waste and mitigating
environmental impact.

¢ PWC survey. Beyond compliance: Consumers and employees want business to do more on ESG. 2021

In JDE RU — at our Russian coffee plant
located in the Leningrad region — we
support global water initiatives and set
an ambitious goal of reducing water
consumption per ton of coffee to 45
tons by 2030. To achieve this goal, the
company is actively working to improve
the accounting system for water con-
sumption at every stage of the produc-
tion process, optimize water usage
throughout operations, and maximize
water reuse wherever possible. Signifi-
cant progress has already been made
as we managed to reduce water con-
sumption from 77 m?/t in 2019 to 58
m?/tin 2024. Also, our treatment facili-
ties purify water in 3 stages, allowing to
achieve compliance with standards.
This journey towards water sustainabili-
ty is a testament to the company’s com-
mitment to responsible resource man-
agement and its dedication to creating
a positive impact on the environment
and communities it serves.

Conclusion

The need for rational water use in the
manufacturing sector is undeniable. As
global demand for water continues to
rise and resources become scarcer,
manufacturers must adopt compre-
hensive water management strategies
to ensure long-term sustainability. By
integrating water management into
ESG frameworks, companies can
demonstrate their commitment to re-
sponsible practices while also contrib-
uting to global sustainability goals.

The progress demonstrated through
reduced water usage and improved op-
erational efficiency signifies a commit-
ment to not only corporate responsibil-
ity but also to the broader global
community affected by water scarcity.
Collaborative efforts among stakehold-
ers — from manufacturing leaders to
sustainability teams — underscore the
power of collective action in tackling
this grand challenge.

As water stewardship is prioritized by
industries, the emphasis on continu-
ous improvement and technology in-
tegration will be key. By fostering a cul-
ture centered on water sustainability,
businesses can enhance their resil-
ience while contributing positively to
the environment. Ultimately, responsi-
ble water management is not merely a
regulatory obligation; it is a pathway to
a sustainable future, ensuring that
clean and safe water remains accessi-
ble for all, thus fostering a healthier
planet.
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“Green steps”: how
a company can reduce
its carbon footprint

IRINA
GUSHCHINA

HEAD OF EXTERNAL
COMMUNICATIONS,
ASTRAZENECA
RUSSIAREURASIA

Irina Gushchina has been workingin
PR and communications for over 20
years. She has been with AstraZen-
eca since May 2024 and is currently
responsible for AstraZeneca’s ex-
ternal communications in Russia
and Eurasia.

Irina is the winner of many profes-
sional awards, including Sabre
Awards EMEA and IPRA Golden
World Awards. She has been re-
peatedlyincludedinthe Top-Comm
ratings (Association of Communi-
cation Directors and Corporate Me-
dia of Russia) and “Top 1000 Rus-
sian Managers” (Association of
Managers and Publishing House
“Kommersant”). She has been a
long-time member of the jury forin-
ternational professional awards
such as the Digital Communication
Awards (EU), Romanian PR Awards,
and Silver Mercury.

Co-founder of the professional as-
sociation Great Women in PR. Eur-
asia (founded in 2018).

Over the decades, AstraZeneca has
been pushing the boundaries of science
to find innovative solutions to some of
the most serious diseases and deliver
life-changing medicines to patients.
While we have been transforming
healthcare for billions of people, we rec-
ognize the strong connection between
healthy people and a healthy planet. As
a company with 27 production facilities
and 4 R&D centers in different parts of
the world, we see not only our responsi-
bility, but also opportunities to address
our environmental impact. Therefore,
we are implementing a number of initia-
tives aimed at protecting nature, tack-
ling the issue of climate change, and re-
storing local ecosystems. Not only have
we adopted some of the key elements
of the global ESG strategy in Russia, but
also created unique local projects that
address the local challenges and needs
in the best way.

Corporate electric fleet reduces
the carbon footprint

Internal combustion engine vehicles
are one of the main sources of envi-
ronmental pollution. AstraZeneca
works in more than 70 cities in Russia
with the majority of employees travel-
ling alot. We can’t reduce a number of
trips asdirectinteraction with partners
and stakeholders is one of the most
important components of the compa-
ny’s business, which allows us to en-
sure uninterrupted access to life-sav-
ing therapies for our patients. But we
may change the way we travel. Two
years ago, AstraZeneca decided to
convert the corporate fleet into an
electric vehicle fleet and by this step
to reduce the company’s carbon foot-
print without any damage to business
processes.




>

The active participation of employees in the environmental
initiatives emphasizes the contribution everyone can make to
preserving the health of our planet - our common home for

future generations.

Since the project launchin 2022, Astra-
Zeneca has become one of the first
companies in Russia to successfully op-
erate electric vehicles as a corporate
fleet and ensure a smooth transition for
employees.

Recognizing the impact which switch-
ing to an electric vehicle may have on
the lifestyle, AstraZeneca has imple-
mented several support measures to
make it easier for employees to adapt
to new types of cars, such as: addition-
al payments for renting a warm car
parking slot in winter, detailed instruc-
tions on how to operate the vehicle,
compensation for the installation of
‘home’ charging stations, and an indi-
vidual approach whenissuing an elec-
tric car.

Today we have more than 100 electric
cars in our fleet, which are used in Mos-
cow, St. Petersburg, Voronezh, Krasno-
dar, Tula, Ryazan, Vladivostok, and oth-
er cities. In 2023, the project
significantly reduced the company’s
carbon dioxide emissions in Russia
compared to 2022. Regular reporting
and analysis of the results help us better
understand the environmental impact
and plan the further steps.

AZ Forest preserves the planet
health

A global initiative to support the envi-
ronment and its biodiversity is our AZ
Forest program, which aims to plant
50 million trees by 2025. In partner-
ship with non-profit organizations, As-
traZeneca’s employees volunteer to
plant and care for trees in different re-
gions of the Russian Federation on the
annual basis. In 2024, AstraZeneca
volunteers participated in planting
8,000 trees in the Odintsovo district
of the Moscow Region. The planted
trees will serve as homes and shelter
for birds and animals in the future,
contributing to the preservation of
natural biodiversity.

The active participation of employees
in the environmental initiatives empha-
sizes the contribution everyone can

make to preserving the health of our
planet — our common home for future
generations.

Business travel policy supports
reduction of CO2 emissions

Our goal in Russia is to reduce CO2
emissions from air travel by 50 per
cent by 2030 (vs 2019). But this can
only be achieved through awareness,
when every employee realizes that
their actions matter and help save the
environment. The company recom-
mends more environmentally friendly
modes of transport to the employees
when planning business trips, and a
special internal dashboard reflects the
environmental impact of each busi-
ness unit.

Paper-Free Project saves trees

In addition to the direct environmental
impact of our production processes, we
recognize that our operational process-
es also have a significant impact. This is
why we are actively developing the Pa-
per-Free project, which involves digi-
tizing and automating various aspects
of business operations.

To date, we have already managed to
convert more than 80 per cent of our
document flow with third partiesinto an
online format, which has not only re-
duced the amount of paper and ink
used, but also improved operational ef-
ficiency, accelerated administrative
processes, and reduced the cost of
courier services. At our production site,
we took a broader view of the project
and replaced printed versions of work
procedures in classified production ar-
eas with a universal electronic tablet,
which significantly simplified work pro-
cesses, optimized time costs and con-
tributed to a reduction in waste such as
plastic and paper.

The company’s digitalization process is
constantly evolving. By May 2024, the
share of electronic expense reports was
over 97 per cent. By the end of the year,
we intend to transfer the majority of

employees to HR electronic document
management.

Employees play the crucial role in
environmental protection in
Russia

Implementation of our sustainable de-
velopment strategy requires the in-
volvement of employees and managers
at all levels. Thanks to the active in-
volvement of our colleagues at Astra-
Zeneca production facility in Kaluzhskiy
Region, we have been able to identify
additional opportunities to improve our
environmental performance. For exam-
ple, changes in the washing modes of
production equipment allowed reduc-
ing water consumption by more than 4
times (about 76 per cent) per cycle, and
optimization of sterilization cycles in
the microbiological laboratory helped
reduce electricity consumption by 2
times. And all this was possible without
losing quality indicators and operation
efficiency.

In offices, employees are also actively
involved in environmental protection.
Special boxes have been installed in
common areas to collect cardboard,
packaging made of composite materi-
als, batteries and plastic caps. All of this
is sent to a special disposal or recycling
center for a new life. So, waste zone
signs and garden furniture on the plant
site are made from our own plastic
waste.

We stay ahead of the curve

As an innovative company that cares
about the future of generations, we are
strongly committed to our sustainabili-
ty principles. In every region where we
operate, we aim to reduce the impact
of production and offset our residual
footprint, strictly adhering to our global
goal of becoming a carbon-negative
company for all residual emissions by
2030.
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Sustainable
development in the
retail sector

KSENIA
DITYATKINA

DIRECTOR OF
COMMUNICATIONS AND
SOCIAL RESPONSIBILITY,
AUCHAN RETAIL RUSSIA

Ksenia Dityatkina joined the
AUCHAN Retail Russia team in ear-
ly 2022 as Head of Strategic Com-
munications.

She is a regular speaker at Russian
and international venues.

She has a university degree in envi-
ronmental engineering and has
completed more than a dozen ad-
vanced training programs in the
field of sustainable development
and climate change.

Commitment to the principles of sus-
tainable developmentis anintegral part
of the work of a responsible business.
This approach is at the heart of all the
activities of AUCHAN Retail Russia. Ev-
ery year more and more employees,
customers and partners are involved in
this process.

Within the framework of sustainable
development, the company is working
in the following priority areas: fulfilling
social and community obligations, pro-
moting healthy eating principles and
combating food waste, reducing plastic
pollution, and reducing carbon dioxide
emissions.

Every year AUCHAN Retail Russia pub-
lishes a report on sustainable develop-
ment with the main implemented proj-
ects. This article will focus on several
projects.

Inclusion in AUCHAN Retail
Russia

AUCHAN Retail Russia has estab-
lished itself in the market as a respon-
sible employer which treats its em-
ployees with respect. Inclusivity is one
of the parameters by which many can-
didates evaluate a potential or current
employer. And AUCHAN can really be
called inclusive. Here, the company
does not follow trends, but sets them.
Since its opening in 2002, AUCHAN
Retail Russia has been hiring people
with special needs. Today, the compa-
ny employs about 800 people with
disabilities, 550 of whom are hearing
impaired.

Taking responsibility for employing
hearing impaired employees, the com-
pany had to provide certain working
conditions. For example, to provide ev-
eryone with a sign language interpreter

and smartwatches available at any time
to receive notifications about work
tasks.

As part of AUCHAN's social responsi-
bility strategy, several areas aimed at
the adaptation of colleagues with dis-
abilities have been designed, support-
ed and developed. In the spring of this
year, together with the RSOSI “Joy” or-
ganization, we launched an employ-
ment project for people with mental
disabilities and autism spectrum disor-
der. The AUCHAN Signaling hyper-
market has become a test site for the
project, now people with autism and
other disabilities work in it. They per-
form a smaller percentage of the nor-
mal workload and have a shorter day. It
is important to take into account the
health characteristics of such employ-
ees, because they often find it harder
to concentrate, they get tired faster,
and it is more difficult to build commu-
nication.

In the first half of the year, about ten
people with mental disabilities partici-
pated in the project. Individual intern-
ships with mentors were conducted for
them, and we selected individual
schedules. As a result, by August we
managed to employ four people. That's
how we realized that we are able to hire
and adapt this category of people with
disabilities.

For AUCHAN Retail Russia, inclusion is
not only an interaction with an audi-
ence with disabilities, but also a broader
concept. This is working with people
who have any restrictions, temporary or
permanent, working with teenagers
and the older generation.

Inthe autumn of 2023, the company for
the first time held a sports charity mara-
thon “Together is easy!” The company’s
employees ran, walked, biked for com-



fortable distances, totaling more than
30,000 km. Each kilometer was con-
verted by the company’s charitable
foundation into 100 roubles. Non-
sports participants answered questions
on environmental topics, and also made
their rouble contributions to the proj-
ect’s general piggy bank. In total, 2,300
volunteer employees took part in the
marathon, and more than 3.5 million
roubles were collected.

The funds raised during the charity
marathon “Together is easy!” were
aimed at rehabilitation and social adap-
tation of children and young people in
difficult life situations. The Foundation
has implemented 7 important inclusive
projects in different cities of Russia.

For example, in lzhevsk, a potter’s
wheel, clay rolling, glaze, wax, molds
and much more were purchased to
launch the Ceramics and Candle Mak-
ing workshops. Now 18 children with
Down syndrome, autism, cerebral palsy
and other diseases mold clay and make
candles. Not only adult volunteers, but
also ordinary schoolchildren come to
help them. And in Novocherkassk,
thanks to our help, a psychological re-
lief room for 207 children with disabili-
ties has started working in the Center.
Thisis aroom in which all conditions are
created for correctional and develop-
mental work. The room is equipped
with modern equipment necessary for
general developmental, correctional
and psychological work with different
categories of children.

The Affordable Home Economics
project

The Affordable Home Economics proj-
ect is another large-scale project of the
company, covering 34 cities of
AUCHAN's presence in Russia, imple-
mented by the AUCHAN Generation
Charitable Foundation. The federal
program was launched in 2022 and is
aimed at social adaptation and integra-
tion of children and youth with disabili-
ties. During this time, kitchens and
household appliances appeared in 40
social institutions.

AUCHAN Retail Russia not only equips
kitchens, the company’s volunteers
conduct seasonal cooking classes and
regularly supply products of their own
brands.

More than 1,000 children and teenag-
ers from families in difficult situations
have been trained under the Afford-
able Home Economics project. The to-
tal budget of the project for the entire
period of implementation is more than
26.5 million roubles.

Closed-loop production

Taking care of the environment,
AUCHAN Retail Russia is working on
sorting and transferring waste for recy-
cling, turning it into secondary resourc-
es.In 2023, stores transferred 37,538.95
tons of recyclable materials for recy-
cling: 33,536.85 tons of cardboard,
1,144.96 tons of plastic, 2,137.58 tons of
polyethylene.

This year, AUCHAN Retail Russia
launched the first project within the
framework of the development of the
principles of a closed-loop economy for
the production of paper packaging
bags. We started cooperating with the
Linen Factory paper manufactory. At
the first stage, for the production of a
test batch of packaging, AUCHAN sent
several tons of its own paper waste to
the enterprise for processing.

According to the plant, more than
200,000 pieces of paper bags can be
made from 10 tons of waste paper and
about 180 trees can be saved.

This project will make the company’s
activities even more efficient in terms of
resource consumption and respect for
nature. If the test stage proves success-
ful, the company will consider launch-
ing a similar project for the production
of bags made of recycled polyethylene.

Biodegradable disposable
tableware

Bags made from recycled raw materials
will be another addition to the
eco-friendly assortment already pre-
sented in AUCHAN stores: biodegrad-
able corn starch bags, reusable bags,
craft bags, etc.

For example, AUCHAN’s own brands
include Actuel ECO compostable dis-
posable tableware made from bagasse,
asugar cane fiber. It can be used for hot
and cold food (-20°C to +100°C) and
heated in a microwave oven. The table-
ware has a high density, does not allow
moisture to pass for up to 4 hours and is
resistant to deformation. There are
“ECO line” and “Biodegradable prod-
uct” indicators on the product labels.
After use, dishes should be properly
disposed of: buried in the ground at the
cottage or placed in the home com-
poster to avoid increasing greenhouse
gases.

The Green Generation project
Contributing to the preservation and

restoration of the environment, in 2022
the company launched the Green Gen-

eration project — this is a huge refor-
estation effort and contribution to the
fight against global warming. In March-
June 2024, AUCHAN Retail Russia vol-
unteers visited 8 regions. 360 volun-
teers planted 23,600 tree seedlings on
an area of 4.7 hectares. On 3.4 hectares,
maintenance work was carried out on
trees that had been planted the year
before. Over1,000 volunteers took part
in the project, 51,900 seedlings were
planted, and costs amounted to 18.2
million roubles.

Without a trace

AUCHAN Retail Russia adheres to the
principles of healthy nutrition and the
fight against food waste. The retailer
has not only expanded the range of
products that meet the principles of ra-
tional nutrition and include healthy life-
style products (soy-free, sugar-free,
gluten-free, etc.) to 700 items, but has
also reduced product write-offs and
waste.

Since August 2022, customers in all hy-
permarkets have had the opportunity
to purchase high-quality products with
asuitable shelf life at a discount of 30 to
60%. These include gastronomy, dairy
products, bread, meat, poultry, pack-
aged fish, vegetables and fruits and
other products whose shelf life is com-
ing to an end, but has not expired yet.

In 2023, thanks to the “Without Resi-
due” program, it was possible to “save”
more than 12.5 thousand tons of prod-
ucts and avoid almost 31.4 thousand
tons of additional CO2 emissions gen-
erated during the disposal of expired
products.
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How to build long-
term prosperity for
a company

TATIANA
GUSEVA

SHARED VALUE,
SUSTAINABILITY AND
COMMUNICATIONS
MANAGER, CHIESI RUSSIA

Tatiana Guseva has 12 years of expe-
rience in the pharmaceutical sector
in HR, sustainability and communi-
cations.

She is a member of the Global D&l
Committee of Chiesi Group.

In June 2024 Chiesi launched 2030
Strategic Goals. The company is com-
mitted to sustainable growth, which we
define as achieving long-term success
while positively impacting 4Ps: Patients,
Planet, People and Prosperity.

In the article we would like to share a
complex approach of the Strategy elab-
oration, and how sustainability currently
reflects all areas of the company’s activ-
ities (using supporting examples of the
Russian affiliate). A special focus is on
the Green projects (Planet) direction (a
new reporting indicator in 2024 to reach
the Net Zero status — carbon budget,
green certificates purchasing — local ex-
perience from the market).

Overall concept

At Chiesi, we embrace the principle of
“Do good, do well, repeat”. This philoso-
phy drives our commitment to creating
business solutions that benefit society,
achieve financial success, and reinvest
in impactful initiatives. We exemplify
this cycle of positive impact by analyz-
ing the economic value we generate
and distribute among our stakeholders.

Our four areas — Patients, Planet, Peo-
ple, and Prosperity — reflect this ap-
proach. By prioritizing solutions that
benefit Patients, Planet, and People (“do
good”), we achieve Prosperity (“do well”).
We then reinvest our financial success
into further research and development
(“repeat”), demonstrating that doing well
and doing good are not only compatible
but also mutually reinforcing.

Basic documents illustrating our
sustainable efforts

In 2023 a new Sustainability Strategic
Plan for 2023-2028 was presented

(Figure1). The Plan serves as aroadmap
to guide our actions, ensuring a lasting
positive impact both within and beyond
our company. By focusing on sustain-
ability within our strategy, we view our
organization through the eyes of our
stakeholders, prioritizing their needs
and placing them at the forefront of
Chiesi’s mission.

The Sustainability Report is produced
annually and the 2023 Report was pub-
lished in the summer of 2024 (the sev-
enth Chiesi Group report). Regular col-
lection of non-financial reports and
publication in the Sustainability Report
is our commitment to the external com-
munity and our partners. Our efforts are
aimed at creating transparent and ac-
cessible information for all interested
parties.

The reporting standard used for the
Sustainability Report is the “GRI Sus-
tainability Reporting Standards”. These
standards are currently the most widely
used and recognized internationally for
non-financial reporting.

In the scope of collected data, sustain-
ability performance presented:

» compliance with laws and regula-
tions;

» energy intensity;

» energy consumption within the or-
ganization;

» water withdrawal, water discharge;

» direct (Scope 1) GHG emissions;

» energy indirect (Scope 2) GHG
emissions;

» otherindirect (Scope 3) GHG emis-
sions;

»  GHG emissions intensity;

» waste generated;

» waste diverted from disposal;

» waste directed to disposal;

» new suppliers that were screened
using environmental criteria;



Figure 1. Sustainability Strategic Plan for 2023-2028

Chieg; People

Va'{?’enf;

» new suppliers that were screened
using social criteria;

» proportion of spending on local
suppliers (%);

» employee workforce;

» work-related injuries;

» average hours of training per year
per employee;

» percentage of employees receiving
regular performance and career de-
velopment reviews;

» diversity of governance bodies and
employees.

How new Strategy reflects the
company’s local activities

Based on the Strategic Sustainability
Plan and the development of Shared
Value & Sustainability (a special depart-
ment responsible for sustainability in
the company), an updated classifica-
tion of the area of operations was de-
fined. Some examples of local initiatives
are shownin Figure 2.

Governance and ethics

Presence in local associations (AEB, In-
Pharma, AIPM) in order to collaborate
effectively with colleagues from the
pharmaceutical industry.

People

Occupational health & safety: em-
ployee awareness and training with a
focus on compliance with local legis-
lation.

“People care” wellbeing program:
ensuring that Chiesi is a positive and
healthy workplace based on work-life
harmony, where all employees feel
comfortable expressing themselves,
their talents and giving their best.

Diversity & inclusion: creating an in-
clusive culture where everyone feels
comfortable and can express them-
selves and their talents.

Figure 2. Chiesi’s examples of local initiatives

Governance &

Ethics

Affinity Groups as a tool for developing
a culture of diversity. They are voluntary
groups of employees who come togeth-
er under the umbrella of a common
theme to discuss needs, create visibility
and generate space for discussions,
ideas and specific solutions for Chiesi.
At local level, an Affinity Group “Harmo-
ny” (focusing on work-life balance and
inner harmony) for all, with 3 areas
(sports, nature, hobbies) was created,
supporting employees in their needs.

Community

“We act”: an extensive program de-
signed to raise awareness and engage
all employees to develop a more con-
scious behavior to make a positive im-
pact on society and the environment.
Locally all employees are involved in
the “We act” program — the main activ-
ity started last year in Russia — greening
of hospital territories (planting trees,
flowers, landscaping) in different Rus-
sian cities. The core idea of the initiative
is to take care of nature, focus on our
patients, have a positive impact on local
communities.

Also as part of our “We act” activities,
we hold charitable seasonal cam-
paigns around September 1 and New
Year’s Eve, reaching out to low-income
families and children with rare diseases
(through a charitable foundation).

Environment

Better building: the project aims to
improve the sustainable functioning of
all company buildings (offices, labora-
tories, production and storage areas,
etc.) in terms of human health and
well-being: ease of movement, waste
management, energy and water con-
sumption.

Purchase of green certificates to re-
duce carbon footprint.

Value chain

Localization of a sustainability ques-

tionnaire for key suppliers in the due
diligence process.
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Patients

Health equity is defined as achieving
the highest level of health forall people.

Focusing on green projects

From 2024 onwards, each affiliate is
given a new target — a carbon budget.

The carbon budget is a one-year cumu-
lative CO2 emissions target. It rep-
resents the amount of greenhouse gas
emissions that must not be exceeded
during the year in order to reach zero
emissions by 2035.

The targetis based on calculations from
previous years. It includes Scope 1 (Mo-
bile emissions) and Scope 2 (Purchased
electricity (market based)).

Setting a new target has prompted us to
improve the processes for providing ac-
curate data, namely: to finalize the con-

' https://carbonzero.ru/

2 https://www.eprussia.ru/epr/463-464/6837318.htm

figuration of the submission of waybills
and automatic calculation of CO2
emissions for the corporate fleet, as well
as to explore the issue of purchasing
green certificates.

Green certificates (or certificates of ori-
gin of electricity) confirm the produc-
tion of electricity from generating facil-
ities operatingonthe basis of renewable
energy sources (RES) —wind, solar, wa-
ter, etc. The certificates are applied sep-
arately and independently from the
electricity for which are were issued. All
operations with certificates are record-
ed in a special register’.

After the suspension of the I-REC in-
ternational certification system in the
Russian market, companies experi-
enced some difficulties with purchas-
ing green certificates and finding a new
provider.

In 2024, we met with Carbon Zero and
are considering purchasing green cer-

tificates by the end of the year to help
achieve the carbon budget target.

The Russian voluntary Carbon Zero
standard was developed in compliance
with international principles and rec-
ommendations and is the only green
certificate format available in Russia
today. Its application allows responsi-
ble electricity consumers in Russia to
offset their carbon footprint and sup-
port the development of renewable
energy sources with reliable and prov-
en tools.

It is worth noting that green energy in
the world has a fantastic growth rate of
20% per year?. We can only hope that
the market for green certificates will ex-
pandin the near future.



https://carbonzero.ru/
https://www.eprussia.ru/epr/463-464/6837318.htm

ESG in animporting
company: tools for
everyday life

LEONID
SHISHKOV

PR MANAGER, HERINCKX
TRADE SOLUTIONS

Leonid Shishkov joined Herinckx
Trade Solutions as a specialist in ad-
vertising and public relations in
2023.

Throughout his career, he has
worked in several PR agencies.

Leonid graduated from the Russian
State University for the Humanities
(RSUH) with a degree in advertising
and PR. At the moment, he contin-
ues his studies at RSHU, specializ-
ing in marketing management.

Intoday’s world, the concept of sustain-
able development and ESG principles
(environmental, social and governance
factors) play a key role in the import
sector. In the context of globalization
and rapidly growing demands from
consumers and companies, the imple-
mentation of ESG practices becomes
essential to ensure competitiveness
and long-term sustainability. Over the
last few years, the approach of Russian
companies has changed, and they have
started to actively implement ESG re-
quirements in their supply chains.

The importance of ESG for the
import sector

The import sector currently faces a
number of challenges:

» prompt delivery times;

» the need to comply with environ-
mental regulations;

» transparency in supply chains;

>

» most suppliers do not see the value
in undergoing an ESG assessment.

Every manufacturer wants to know how
goods are delivered, whether storage
and transport standards are met, as
supply chains have become noticeably
longer. This forces companies to rethink
their internal processes and interac-
tions with partners.

By applying ESG principles, companies
not only minimize compliance risks, but
also create a positive image, which
helps increase their customer base and
the loyalty of existing customers.

ESG challenges

A key challenge faced by importing
companies is the lack of supply chain
transparency. It is difficult for compa-
nies to track how goods are produced,
what labour conditions workers are
subjected to and what environmental

The concept of sustainable
development and ESG principles play a
key role in the import sector. In the
context of globalization and rapidly
growing demands from consumers and
companies, the implementation of ESG
practices becomes essential to ensure
competitiveness and long-term

sustainability.
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standards are met. All of these poses
risks to a company’s reputation as a
market player that strives to provide the
best possible customer service to its
partners, ensuring its financial stability.

The example of Herinckx Trade
Solutions

Herinckx Trade Solutions actively inte-
grates ESG principles into its opera-
tions. The example of our practice high-
lights several key tools that help us
integrate sustainability into our daily
processes.

Supplier evaluation: We have devel-
oped a system for evaluating suppliers
against ESG criteria. This includes an
analysis of environmental responsibility,
labour conditions and respect for hu-
man rights. This approach allows us to
work only with partners who share our
values. All partners are carefully
screened, and the Herinckx Trade Solu-
tions team refines its supplier selection
approaches when the current market
environment requires it.

Sustainable logistics solutions: We
actively seek opportunities to optimize
our logistics processes to reduce our
carbon footprint. This includes the use
of alternative modes of transport and
the adoption of technologies to im-

prove energy efficiency. This approach
also allows us to optimize time perfor-
mance.

Employee training: internal sustain-
ability trainings help our employees to
recognize the importance of ESG ap-
proaches and implement them in their
daily work. We regularly organize semi-
nars and workshops to raise awareness
of social and environmental issues. Ev-
ery employee of Herinckx Trade Solu-
tions who is directly involved with the
ESG approach in his/her work is con-
stantly improving his/her skills and
passing on the knowledge and skills he/
she has already gained to colleagues in
related departments.

Transparent reporting: We publish
regular reports on our sustainability ac-
tivities, which allows our customers and
partners to see our achievements and
goals. This builds trust and strengthens
business relationships. Openness and
honesty to our business partners are
factors without which it is difficult to
imagine the working life of modern cor-
porations.

Social initiatives: Herinckx Trade Solu-
tions is actively involved in social proj-
ects, supporting local communities and
initiating programmes to improve the
quality of life of employees in the sup-
plier countries. Many companies are

just beginning their involvement in the
social life of the community, and we
hope that participation in social proj-
ects will become a trend for companies
presentin the Russian market.

DIFOTAI (Delivery in Full, On Time,
As Intended): We have implemented
DIFOTAI to improve the efficiency of
our supply chain management. This
tool allows us to track the timeliness
and completeness of deliveries, which
not only improves our operational effi-
ciency, but also helps us comply with
environmental and social standards.
The system provides transparency at
all stages, allowing us to respond
quickly to potential problems and min-
imize risks.

Conclusion

Nowadays ESG principles are notjusta
trend, but a necessity for successful
business in the modern world. The ex-
perience of HTS Rus shows that inte-
gration of sustainable development
into the company’s processes can lead
to significant benefits for both the
company and society as a whole. We
are confident that following ESG prin-
ciples will become the basis for shap-
ing a more responsible and sustainable
future.



How the world is

addressing the growing
amount of waste from
pharmaceutical products

GALINA
VOLODINA

HEAD OF THE LABOR
PROTECTION, SAFETY &
ECOLOGY DEPARTMENT,

NIZHPHARM GROUP

Galina Volodina has been working
in NIZHPHARM Group for over 20
years, having risen from the Head of
the Labor Protection Department
to the Head of the Labor Protection,
Safety & Ecology Department.

She made a significant contribution
to ensuring consistently high stan-
dardsin the field of labor protection
and ecology in the company, and to
the development of occupational
safety culture. The initiatives imple-
mented with her support are aimed
at resource saving and reducing ad-
verse environmental impact from
the activities of the NIZHPHARM
Group production site in Nizhny
Novgorod.

An increasing amount of waste is a
global issue. The materials, fractions,
and trash generated by the manufac-
turing of pharmaceuticals are one of its
subcategories. Russia is not an excep-
tion to the global search for solutions.
Furthermore, there are pharmaceutical
businesses that have effectively pur-
sued the course of limiting environ-
mental impact.

Exponential growth of waste

As classified by the World Health Orga-
nization (WHO), pharmaceutical waste
is waste that contains medicines. For
instance, goods tainted with or contain-
ing drugs, as well as medicines that are
outdated or unnecessary. About 85% of

>

all medical and sanitary waste, accord-
ing to the WHO, is non-hazardous ma-
terial similar to regular household gar-
bage. The remaining 15% are
categorized as hazardous materials,
which can include chemical, radioac-
tive, or pathogenic compounds'.

It should be highlighted that different
nations around the globe have different
approaches to managing pharmaceuti-
cal waste and different ways of address-
ing the issue overall. But it exists in all
countries, in one form or another. For
instance, a German study discovered
that each year, almost 16,000 tons of
medicines are disposed of from public
healthcare facilities; 60-80% of these
medicines are typically thrown out with
regular household waste?.

It should be highlighted that different
nations around the globe have
different approaches to managing
pharmaceutical waste and different
ways of addressing the issue overall.
But it exists in all countries, in one

form or another.

' https://www.who.int/ru/news-room/fact-sheets/detail/health-care-waste

2 https://iris.who.int/bitstream/handle/10665/254735 /public-health-panorama0301-133-139-rus.pdf
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The experts also point out that these
behaviors have very detrimental eco-
nomic effects in addition to harming
the ecosystem. For instance, some esti-
mates place the annual cost of elimi-
nating damage from medical waste in
the UK between 100 and 300 million
pounds for the National Health Ser-
viced.

It is clear that rising drug consumption,
which is further encouraged by vari-
ables like population aging, the rise in
chronicillness, and the development of
novel medicines, is directly related to
growing pharmaceutical pollution. Suf-
fice it to say that there are currently
roughly 4,000 active medicines regis-
tered globally.

The majority of waste is produced
during the pharmaceutical production

process, nevertheless, and pharmaceu-
tical businesses also contribute to envi-
ronmental pollution through wastewa-
ter and air emissions from their
operations. This kind of pollution is in-
creasing because of the thousands of
pharmaceutical plants that are in oper-
ation worldwide.

The manufacturing of pharmaceuticals
produces non-specific waste, such as
scrap metal, plastic, waste paper, etc,,
just like any other industrial operation.
For instance, according to WHO ex-
perts, the pharmaceutical business
generates over 300 million tons of plas-
tic trash yearly, of which half is sin-
gle-use items®.

The share of pharmaceutical produc-
tion in the total volume of industrial
waste is estimated at 1-3%. Regarding

3 https://iris.who.int/bitstream /handle/10665/254735 /public-health-panorama0301-133-139-rus.pdf

the latter, by the end of 2023, Russian
industry had produced 9.3 billion tons
of garbage, which was 3% more than
in 20225 The amount that Russian
companies spent on waste manage-
ment was 440.3 billion roubles, a 34%
increase over the previous year.
Nonetheless, throughout the course
of the year, the volume of landfill
waste dropped by a third to 1.6 billion
tons®.

The amount of industrial trash pro-
duced has been increasing annually,
according to experts. The only signifi-
cantvariationin the lastten yearswasin
2020, when the amount decreased by
10.3 percent to 6.96 billion tons’. This
was ascribed to the coronavirus pan-
demic-related slowdown in all industri-
al activity.

https://gxpnews.net/2024 /04 /ekologicheskaya-bezotvetstvennost-problemy-utilizaczii-farmaczevticheskih-othodov/

5 https://www.vedomosti.ru/esg/ecology/articles/2024/08/23/1057624-othodi-rossiiskoi-promishlennosti-previsili-istoricheskii-maksimum

¢ Ibid.

7 lbid.
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Looking for solutions and
answers

Environmentalists worldwide have ob-
served a rise in the chemical compo-
nents of pharmaceutical waste found in
the environment. Pharmaceutical sub-
stances have been found in trace
amounts in the surface waters of nu-
merous countries according to recent
investigations.

Pharmaceutical waste poses a threat
to the environment because it con-
stantly seeps and persists in the envi-
ronment, and can have detrimental
effects on wildlife, especially aquatic
life, even at low concentrations. It
can also have synergistic and cumu-
lative effects when it comes into con-
tact with other pharmaceutical sub-
stances.

Members of the international commu-
nity are becoming more and more in-
terested in this issue. The environmen-
tal impact of active pharmaceutical
ingredients has been classified by the
European Environment Agency (EEA)
as a developing issue that has to be ad-
dressed. The most recent global report
from the EEA details the outcomes of
environmental impact testing for 713
drugs. It was discovered that 631 phar-
maceutical substances had concentra-
tions higher than the maximum allow-
able limits8.

The first worldwide comprehensive
Guidelines on the Safe Management of
Healthcare Waste were created not too
long ago by the World Health Organi-
zation’. Additionally, on September 3,
2024, the World Health Organization
released guidelines on antibiotic con-
tamination of the environment during
production in pharmaceutical plants for
the first time'™.

Policies are being created in the mem-
ber states of the European Union aimed
to lessen the harmful effects of drugs
on the environment.

These include initiatives to create drugs
that are less hazardous to the environ-
ment, enhance wastewater treatment
systems to lower the amount of leftover
drugsin ground and surface water", and
implement educational projects fo-
cused on shifting societal norms and
expectations toward the more respon-
sible use of medicines.

Insights from accumulated
mistakes

The possible health dangers associated
with pharmaceutical waste-related en-
vironmental contamination have led to
the adoption of a variety of special laws
and regulations in various nations.

In Russia, the management of such
waste isregulated at several levels, in-
cluding federal, regional and munici-
pal. The Ministry of Natural Resources
and Environment, Federal Service for
Supervision of Natural Resources,
and Federal Service for the Oversight
of Consumer Protection and Welfare
of the Russian Federation are the
government regulatory bodies in this
field.

The latest amendments to the legisla-
tion concerning this area were made on
August 8, 2024 by Federal Law No.
306-FZ, effective as of July 1,2025. The
purpose of this paper is to close the le-
gal loophole in the medical waste man-
agement relationship regulations.

Minimizing waste

A responsible business, including a
pharmaceutical company, should prior-
itize minimizing the waste produced
during the manufacturing process, re-
cycling different kinds of waste (such as
plastic, metal, and waste paper), and
keeping an eye on how businesses are
affecting the environment.

NIZHPHARM Group may be cited as
an example of this approach. The in-
dustrial facilities of NIZHPHARM
Group, located in Nizhny Novgorod
and Obninsk, effectively implement
environmental management systems
that comply with the ISO 14001 inter-
national standard. NIZHPHARM
Group contributes positively to the
preservation of the earth, its climate,
livable conditions, pure air and river
water, by adhering to environmental
regulations.

To avoid going above the set environ-
mental impact limits, the Group’s busi-
nesses regularly track pollutant emis-
sions into the atmosphere and study
atmospheric air in the sanitary protec-
tion zone. In order to comply with con-
temporary green standards, businesses
are gradually replacing mercury lamps

8 https://iris.who.int/bitstream/handle/10665/254735 /public-health-panorama0301-133-139-rus.pdf

? https://www.who.int/ru/news-room/fact-sheets/detail /health-care-waste

with LED lamps, reducing the amount
of treated water and disinfectants they
use, and replacing their freon R-22 re-
frigeration equipment with safer refrig-
erant.

Over half of the waste that is generated
during the manufacturing process is re-
cycled and used to create useful sec-
ondary raw materials. For instance,
rather than being buried, blister pack-
aging waste — cuttings from tablet
packaging —is sent for recycling. Blister
cuttings decay in a landfill for over a
century, and after recycling with special
equipment, the aluminum and plastic
may be reused.

The overall volume of waste disposed of
at the Group’s Obninsk production site
stayed at 2022 levels in 2023 despite a
32% increase in production volumes.
And the Nizhny Novgorod production
facility saw a 22% reduction in non-haz-
ardous waste generation.

The effluent produced at the site in
Nizhny Novgorod is treated in multiple
stages at its own local treatment facili-
ties prior to being released into the
city’s municipal treatment facilities and
sewerage system. This results in an av-
erage 65% reduction in the pollutant
level of industrial effluent.

Production waste water at the Obninsk
facility is treated in three steps until it
satisfies regulations and then released
to the common collector. The facility
uses a three-stage filtering system to
purify the air it releases into the atmo-
sphere, reaching a purification rate of
more than 99%.

According to NIZHPHARM'’s 2024 Ba-
rometer of Russians’ Attitude to Their
Health study, 31% of Russian medicine
purchasers said it matters whether the
pharmaceutical business conducts en-
vironmental events and actions.

° https://www.who.int/ru/news/item/03-09-2024-new-global-guidance-aims-to-curb-antibiotic-pollution-from-manufacturing

" https://iris.who.int/bitstream /handle/10665/254735 /public-health-panorama0301-133-139-rus.pdf
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Sustainable shoppingin
Russia: is it a thing of the
past or a growing trend?

OKSANA
KOSTIV

HEAD OF SUSTAINABLE
DEVELOPMENT, LAMODA

Oksana Kostiv joined Lamoda in
2019, specializing in sustainability,
ethics in retail and community sup-
port, including corporate volunteer-
ing.

She has gained experience working
for large international and domestic
alcoholic  beverage companies
since 2013. Thanks to her practical
experience, Oksana knows the
challenges brands and companies
can face when implementing sus-
tainability principles, and has the
knowledge and experience to help
them overcome these challenges.

Oksana has been recognized for her
ESG work by the International Alli-
ance for Responsible Drinking,
Moscow Automobile and Road Uni-
versity and the Ministry of Educa-
tion and Science of the Russian
Federation.In 2023, she was ranked
among the top 25 sustainability di-
rectors in Russia.

In early 2024 Lamoda, a fashion and
lifestyle retailer, conducted a large-
scale study on customers’ sustainability
preferences. The study, based on a
sample of 3,053 customers, focused on
exploring attitudes towards sustainable
products, potential hesitations that
might prevent a purchase and the crite-
ria respondents relied on when choos-
ing products that contribute to a better
world around us. It also revealed what
social and environmental issues con-
cern the customers the most and who,
in their opinion, should be responsible
for solving them.

Lamoda has been conducting studies
regarding the demand for more sus-
tainable products for several years in a
row. In 2020, in a similar study, the main
block that prevented customers from
choosing sustainable products was the
price: the “too expensive” factor was
chosen by 19% of respondents.

According to the current study, the im-
portance of price has decreased to 14%,
and 25% of respondents are even willing
to pay more for sustainable products.

However, it is a bit premature to expect
especial generosity from buyers. On av-
erage, respondents in Russia are willing
to “pay premium” for sustainability +14%
to the price of a product: +15% for beau-
ty and cosmetics; +15% for shoes; +14%
for clothing; +13% for accessories.

How do buyers feel about sustainabil-
ity in 2024, and how do they learn
about products that can make a dif-
ference?

84% of respondents have a positive at-
titude towards eco-friendly, ethical, in-
clusive and charitable products. Two
thirds of customers plan to continue
choosing more sustainable products.

To find products that contribute to a
better world among others, 56% of re-
spondents study labels and contents.
At the same time, 33% of respondents
pay attention to eco-labels. Less than a
quarter of customers turn to specialized
channels and blogs.

More than a half of the respondents are
already taking steps to enhance their
sustainable lifestyle. 61% of the respon-
dents regularly repair clothes and
shoes, 58% do not take plastic or paper
bags in stores and use their own reus-
able bags, 41% support recycling initia-
tives, and 41% choose products featur-
ing eco-friendly packaging or without
packaging.

At the same time, the study shows that
36% of respondents note mistrust to-
wards brands and manufacturers that
boast of sustainable goods among their
concerns. 22% do not know how to cor-
rectly choose products that contribute
to a better world. The same number of
respondents does not understand how
to identify a sustainable product based
onits contents or a production technol-

ogy.

The most significant factors in choos-
ing more sustainable goods (in de-
scending order) are:

» product safety for the customer;

» use of more environmentally friend-
ly materials (recycled, organic, nat-
ural, etc.);

» anenvironmentally friendly produc-
tion process (saving water, energy;
wastewater treatment; zero waste
production, etc.);

» cruelty free initiatives and products
made without testing on animals;

» a newly purchased item fits into
the customer’s existing lifestyle
choices.

AEBRUS.RU
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84% of respondents have a positive attitude towards eco-
friendly, ethical, inclusive and charitable products. Two thirds of
customers plan to continue choosing more sustainable products.
To find products that contribute to a better world among others,
56% of respondents study labels and contents.

The desire to be more conscious and
make the world a better place is the
main motivation for purchasing more
sustainable products:

» 56% try to be more conscious when
buying clothes, shoes, accessories,
beauty products;

» 54% feel that they can contribute to
environment and communities by
supporting a manufacturer of more
sustainable goods;

» 30% like to be involved in global
changes and doing the right thing;

» 28% believe that such products are
produced with higher quality stan-
dards;

» 22% are concerned about the im-
pact of the fashion industry on the
planet, but do not want to give up a
stylish wardrobe, so they choose

brands that are more transparent
about their attitudes.

What social and environmental issues
worry customers:

» air pollution;

» water pollution;

» protecting children from violence;
» cancer;

» garbage dumps.

According to buyers, who is responsi-
ble for improving the situation in the
field of environment and social
well-being:

» government (83%);

» product manufacturers,
(55%);

» them personally (52%);

brands

» non-profit organizations, charities
(34%);

» retailers (online and offline stores)
32%.

Lamoda has been developing the ESG
agenda since 2012. In 2020, the com-
pany became the first major e-com-
merce platform in the fashion and life-
style segment in Russia and the CIS to
launch its “green shelf”. The Lamoda
Planet section contains more environ-
mentally friendly, ethical, inclusive and
charitable goods. All goods related to
the Lamoda Planet are checked for
compliance with sustainability criteria.
The section shows confident positive
dynamics: net merchandise value
(NMV) skyrocketed from 2% in 2021 to
25% in 2024; customer engagement in-
creased from 12% in 2021 to 55% in
2024.

In 2022, the Lamoda Planet project
won a bronze medal in the Effie award
(nomination “Positive change. Environ-
mental protection and sustainable de-
velopment”).

In 2023, the Lamoda Planet was includ-
ed in the “Collection of Best Practices
in Environmental Education” by ANO
“Center for Assistance to Environmen-
tal Initiatives” with the support of the
“Donors Forum”, the Federation Coun-
cil, the Ministry of Economic Develop-
ment, the Ministry of Culture, the Rus-
sian  Union of Industrialists and
Entrepreneurs, ANO “National Priori-
ties”. The Lamoda Planet is the unique
example in the “Conscious Consump-
tion” section in the “Collection”.

Lamoda’s vision in the ESG agenda is
“making the world a better place with
your wardrobe”. In addition to opinion
studies, Lamoda annually publishes
materials on trends in sustainable fash-
ion. The retailer actively involves its
partners in the sustainable develop-
ment agenda and is open to coopera-
tion with AEB member companies.



How ESG boosts

employee engagement,
prevents burnout and
attracts top talent

DARIA
FEDOROVA

CEO OF THE “PONIMAU”
CORPORATE WELL-BEING
PLATFORM

Daria Fedorova has been a
co-founder (since 2017) and CEO
(since 2023) of the “PONIMAU”
corporate well-being platform. She
isan ACSTH ICF coach.

Daria has worked for more than 15
years in various positions in product
development and marketing in the
insurance market in such compa-
nies as ERGO, Ingosstrakh, ACE,
Russki Standard Insurance.

Daria graduated from the Faculty of
Mathematics and Mechanics of the
St. Petersburg State University. She
has a professional retraining in mar-
keting at the Sociological Institute
of the Russian Academy of Scienc-
es, as well as a Fellow, Life Manage-
ment Institute (FLMI) degree in the
field of management of insurance
organizations from the Life Office
Management Association (LOMA),
USA.

ESG is not just a buzzword, but a real
business philosophy combining envi-
ronmental, social and management as-
pects. This system not only inspires em-
ployees to new achievements, but also
ensures financial growth and care for the
environment. The research of the “Great
Place To Work” shows that in companies
with an active ESG agenda, employees
are twice as likely to be proud of their
place of work. New management princi-
ples create an atmosphere in which ev-
eryone enjoys being employed.

Motivation of employees

Applying social ESG principles includes
taking care of employee well-being,
which helps to prevent burnout and
other problems. Solving such problems
or preventing their occurrence has a di-
rect impact on the success and stability
of the business.

>

According to the Gallup model, em-
ployee well-being includes five ele-
ments: professional, social, financial,
physical and living environment. Many
modern companies work to satisfy
each of the five points: they arrange
recreation areas in offices, provide
employees with programs to keep
mental health in check, help to main-
tain a balance between work and per-
sonal life.

Moreover, ESG programs provide pro-
fessional retraining of employees to
avoid dismissal in case of automation of
functions. BrandUp&YounGo under-
took a study among companies using
ESG principles. It emerged that social
events increased employee loyalty
(84%) and their engagement (70%).
Conducting various workshops, busi-
ness games, foresights ensures the
sustainable development of the com-

pany.

Applying social ESG principles includes
taking care of employee well-being,
which helps to prevent burnout and
other problems. Solving such problems
or preventing their occurrence has a
direct impact on the success and
stability of the business.
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Comfort mental feel

The ESG agenda follows the rule “The
last, but not the least”. This rule pro-
vides for monitoring the psychological
state of a person at work. Towards this
tests are conducted to determine the
level of emotional state. In order to
keep a good level of relationships with-
in the team, it is possible to hold, for ex-
ample, corporate lunches, invite
coaches. To improve working condi-
tions, it is recommended to introduce
flexible benefits and flexible work
schedules.

There are also programs that maintain
the physical health of employees. Cov-
ering the cost of a gym, consultations
with healthy lifestyle specialists, corpo-
rate competitions — all of these things
can be used to ensure the health of em-
ployees.

Increase in the number of young
professionals

In 2023, the interest of youth in compa-
nies with ESG principles increased, and
this trend is kept. This is reported by the
research data of the analytical center
NAFS and Ingosstrakh. ESG helps to at-
tract talents for effective business de-
velopment.

For this a sustainable development
strategy has been developed. The con-
cept explains how to achieve the goal
together and helps each employee feel
their importance. To create a comfort-
able corporate environment, changes
should be implemented gradually. For
example, a goal tree will help with this.
Therefore, employees will know their
primary tasks and achieve the results
step by step. ESG also focuses on the
work environment. This factor is also

decisive when young people choose a
place to work. Companies renovate
their premises, plant greenery, and ar-
range areas for recreation and sports. A
favorable atmosphere in the office en-
sures the comfort and productivity of
team members.

Companies with strong ESG positions
are often seen as more attractive em-
ployers. This can help attract new tal-
ent, especially among youth and pro-
fessionals who are looking for job in
socially or environmentally responsible
organizations.

An active social and environmental po-
sition is useful for business for sustain-
able development. As noted in the
BrandUp&YounGo research, ESG en-
sures employee satisfaction with their
current place of work and helps the
business to operate more efficiently.
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Employers are getting increasingly con-
cerned with the well-being of their em-
ployees these days. Teams’ distribution
has grown more challenging when tack-
ling routine HR activities in the current
environment of increasing external
stress, unpredictability, and work com-
plexity. One of the main priorities in this
field is employees’ safe workplace. The
hygienic aspects of employee motiva-
tion are becoming less and less appeal-
ing to workers and less effective as de-
sired by employers.

Businesses invest a lot of money main-
taining their labor protection systems.
More emphasisis being placed on “hard”
components, such as planning safety
seminars to expand and update knowl-
edge, ensuring that instructions are fol-
lowed. Physical health (e.g. ongoing em-
ployee health monitoring, targeted
voluntary health insurance packages,
“health weeks” activities aimed at pro-
moting healthy habits and raising aware-
ness of employees’ health) and comfort-
able  working environment (e.g.
noise-absorbing environment, ergo-
nomic workplace, recreation rooms,
canteens, gyms, household services in
the workplace) are related to these ac-
tivities as key components of well-being
programs.

The Frederick Herzberg theory of moti-
vation, on the other hand, shows that
traditional methods of ensuring workers’
safety — such as direct physical and
health monitoring and safe workplace —
are no longer sufficient. Moreover, cor-
porate policies, instructions, supervision,
work conditions factors belong to the

so-called “KITA” factors (or hygienic).
This term refers to the practice of re-
warding employees for completing tasks
(usually financially or threatening to
make employees do something (Herz-
berg, 2003). This incentive definitely
stimulates an employee, but only to seek
the next monetary incentive. Therefore,
according to Herzberg, “KITA” factors do
not act as motivational factors — they
should be provided constantly in order
to add motivation, as they are stimulat-
ing factors. So, itis one of the answers on
the situation when even an ideal system
in terms of hygienic factors could face a
problem of the “human factor”. Herz-
berg believes that true motivation
comes within the person itself and does
not need external stimulation. The opti-
mal combination for a company to aim
for could therefore be “High hygiene +
high motivation”.

How can employers influence the “hu-
man factor”in this way through well-be-
ing programs? According to Herzberg,
people seek the satisfaction of higher
psychological needs that are connected
with success, recognition, responsibility,
progress and the type of work itself. This
seems corresponding to main elements
of well-being programs as psychological
health (e.g. collective activities and
trainings on cohesion, smart communi-
cation, conflict behavior, emotional in-
telligence development, stress manage-
ment practices, psychological support
programs) and Professional/Career
growth (e.g. opportunities for learning
and personal growth in terms of hard
and soft skills with a personalized trajec-
tory).

! Herzberg, F. (2003). One more time: How do you motivate employees? Harvard Business Review

(January), P. 87-96.
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In this regard, one of the best practices
our team implements for manufacturing
and logistics leading companies are sem-
inars, combining labor safety and psy-
chology. During seminars our team con-
sistently discusses certain safety rules’
causes with employees, what mecha-
nisms of individuals” psychology are be-
hind this or that behavior and its dynam-
ics. This allows each participant to look at
himself/herself personally from a new
point of view, understand hidden reasons
and mechanisms of their own behavior,
cognitive biases and accordingly —take a
more conscious approach for work-rest
balance, safety instructions execution,
stress management practices.

We also conduct these kinds of seminars
and master classes for managers sepa-
rately. They are focused not only on the
causes of employees’ cognitive biases
and other psychological features, but
also on jointly developed recommenda-
tions for their friendly use in communi-
cation, as well as what changes should
be made within the company’s current
system of occupational safety rules, tak-
ing into account employees’ well-being.
Managers rehearse challenging situa-
tions in groups, such as how to deal with
people who don't take safety seriously.
This element of the development pro-
gram aims to teach leaders how to com-
municate through difficult situations,
learn tactics on how to keep calm and
address the situation without escalating
to a non-productive atmosphere.

Advanced technologies and continuous
improvements from EHS leaders in
workplace organizations, especially in
the production sector, lead to the fact
thatemployees eventually get a sense of
“total safety”. This is typically where the
“optimist’s mistake” is concealed. An
employee’s own experience is clear. In-
dividuals debate based on the facts at
hand rather than statistical conclusions.
The mistake is that people tend to exag-
gerate their thoughts about themselves
that they are smarter or lucky than oth-
ers — so, they neglect safety risks due to
the “exclusivity effect”. A useful tech-
nique for overcoming such cognitive bi-
ases that managers could use is employ-
ees’ “lifetime epicrisis” — a group
discussion of the case and collaborative
detailed analysis of the reasons after fail-
ure (personal or one of team members).

Managers, on the other hand, could take
advantage of the human tendency to
misrepresent probabilistic events. Peo-
ple often infer the general from the par-
ticular rather than the other way around,
which is the basis for the argument.

Managers can affect employees’ per-
ception of situations that pose a risk to
their personal safety by purposefully fo-
cusing greater attention on infrequent
incidents (accidents, injuries) that elicit
strong memories and vivid imagery,
when these events are “overloaded”
with facts. As a result, there is an out-
come of “over-attention” to effort to re-
duce the likelihood of unusual events.

Simultaneously, it is imperative to con-
duct an audit of the company’s current
occupational safety system. This in-
volves analyzing the system for inconsis-
tencies in instructions, “overloading”
employees with unnecessary proce-
dures, contradictions with one another,
and inconsistencies with business objec-
tives and other business processes. Here
is an illustration of how these “system
bugs” may affect the “human” element
and the well-being of employees.

A worker on a large plant discovered
that working without gloves is more con-
venient and efficient. His products are
being produced at a faster rate. Because
the pay is piecemeal, income is increas-
ing.Since then, this worker has instituted
the practice of working without gloves,
rising to the position of production lead-
er...until the incident occurred. Is it suit-
able to discuss the amount of money he
lost while receiving treatment and re-
covery? This employee now makes sure
that not only does he wear protective
equipment himself, but he also takes
great care of his coworkers’ equipment.
He always recalls what happened. It was
a classic case of a conflict of interest be-
tween an individual’s desire to raise their
own income and their own safety at
work. This circumstance instructs us to
reevaluate the current state of concrete
C&B and safety measures in order to re-
duce inconsistencies with each employ-
ee’s motivational “dominant”.

Our team has been effectively imple-
menting a development-focused, safe-
ty-focused, inspirational leadership ap-
proach forseveralyears. The mostlogical
example comes from a famous writer,
marketer, and businessman Seth Godin,
who said: “People don’t believe what
you tell them. They rarely believe what
you show them. They often believe what
their friends tell them. They always be-
lieve what they tell themselves™.

Our Inspiration Safety Management
Development Program emphasizes ef-
fective communication and teaches
participants how to create captivating
safety stories they can share with peers
and subordinates. The more significant

2 Godin, S. (2008). Tribes: We Need You to Lead Us. Penguin, P.138.

3 Kotik, M. (1981). Psychology and safety. Tallinn: Valgus, 440 p.

the narrative, the more it impacts an in-
dividual, the more likely it is that the per-
son hearing the story will successfully
absorb its meaning. It's coupled with the
following psychological effect: the more
identifiable the image, the more the
statement is associated with safety and
honesty, simple phrases convince more
than complex ones. It all comes down to
storytelling, which is currently one of the
most widely used business tools and a
welcoming, easy approach to convey in-
formation that promotes employees’
well-being.

Everyone who takes part in the Inspira-
tion Safety Program chooses a personal
safety narrative. Storytellers share their
stories in small break-out groups choos-
ing one of their own. They get input on
their narrative from the group when they
finish sharing it. Feedback includes sug-
gestions on how to enhance the story to
ensure that the audience isreached at a
higher level. It also includes helpful
feedback from both listeners and train-
ers on what aspects of the story they
found difficult to follow, what parts
grabbed their attention, and how the
story made them feel. Superior safety
performance can be inspired by pre-
senting compelling personal tales and
messages to the audience. Constructing
a personal delivery strategy that inspires
through authenticity, presence, and
tone while fostering emotional aware-
ness and a connection with others influ-
ences leaders by raising their own
well-being levels.

Development of a company’s overall
safety culture is the last but equally cru-
cial component. According to scientists,
an employee’s psychological makeup
combined with specific work conditions
should be taken into account when de-
termining their likelihood of accidents.
Personal qualities are formed through
activity and are directly influenced by
the social environment. Therefore, anin-
dividual’s propensity for danger is not so
much an innate trait asit is a result of de-
velopment®. Therefore, the company
doubles the effect of influence on “hu-
man factor” and personal well-being by,
for example, using the psychological
priming effect through constant and
consistent communication of relevant
context, messages such as “There are no
indifferent people”, “An employee
comes to work healthy and must leave it
healthy”, “When one person suffers, sev-
eral people suffer, his family and other
families”. This is because safety behavior
becomes not only a “rule for the work”,
but also a “way of life” for employees and
their families and friends.
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Sustainability is about business making

a difference, while also making profits.
Businesses do so by transforming their core
product and operations. Businesses also

partner with each other to scale up their
impact. At AEB we help businesses to achieve
those objectives. Come join us!

Join the AEB

Telegram channel now!
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