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Dear Readers,

Welcome to the Summer edition of the AEB Business Quarterly, which is devoted to a relatively new business sector in Russia:
Energy Services.

Russia is the fourth-largest energy consumer in the world. According to World Bank research, Russias theoretical potential
for energy saving was 45% of the country’s total primary energy consumption in 2005. Currently, the energy losses each year due
to old, inefficient buildings, factories, and heating systems equal the amount of energy that many European countries consume
in a year. Given that the Russian economy depends heavily on energy production and exports, there is a need to address this
issue systematically.

Energy efficiency issues have already been given a high priority by the Russian government. New energy efficiency mea-
sures have been adopted since 2009, giving rise to an Energy Service Company (ESCO) market. For Russia, the ESCO industry
is comparatively new, and is still in the early stages of development. But its potential is enormous and surely it will serve as a
catalyst for the effective modernization of the Russian economy and, hence, increased foreign investment.

The AEB and the European Bank for Reconstruction and Development (EBRD) plan to introduce an energy efficiency
label to the Russian market. This label will hopefully be available soon, giving companies the opportunity to offer their energy
efficient products to the Russian consumer based on this voluntary certification.

This issue of Business Quarterly magazine provides you with the expert opinions of specialists in the sphere of
energy efficiency in Russia. The articles include those from representatives of the leading companies in the Russian
market. In addition, you will, as usual, get a chance to acquaint yourself with updates from the AEBs committees and
our members’ news, as well as to see a list of our new members, all of whom we are pleased to welcome to the AEB.

[ wish you all the best ahead!

Dr. Frank Schauff
Chief Executive Officer
The Association of European Businesses
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ENERGY SERVICE COMPANIES IN RUSSIA: A
250 YEAR OLD IDEA COMING TO FRUITION?

Jeroen Ketting, Managing Director, Lighthouse Group;
Chairman, AEB Energy Efficiency Committee;

The idea of energy performance
contracting is about 250 years old, but
we are still struggling to make ESCOs
and energy performance contract-
ing work. ESCOs, or Energy Services
Companies, offer energy efficiency
improvement services by which the
remuneration of the ESCO’s services
is linked to the projects’ performance
(performance-based contracting). This
means that a part or all of the ESCO's
revenue is directly linked to the amount
of energy saved.

[ recently participated in a meeting
between the home-owners association
of the apartment building where I live
in Moscow and the local management
company that is responsible for provid-
ing the communal services to us, the
owners. When one of my neighbours
complained that the light in the hallway
is on twenty-four hours a day, the repre-
sentative of the management company
replied, “You are not paying for those
lights, so why worry about it?” That,
unfortunately, is still typical of the way
most people still think about energy.

But, as the Russians say: “Hope
dies last” There is a small but deter-
mined group of people who strive to
save energy through entrepreneurship.
Energy Service Companies represent
entrepreneurship in its purest form as
the ESCO invests and risks its own
money by tying its fate to the actu-
al performance in energy, and thus
money, saved.

Member of the AEB Board

"We will leave a steam engine free of charge to you. We will install the engine and will
take over for five years the customer service. We guarantee you that the coal for

the machine will cost less than you spend at present on fodder for the

horses, and that it will do the saime work. And all that we ask of you, is that you

give us a third of the money which you save.”

The ESCO business is complex
because an ESCO would typically
include the development and design of
energy efficiency projects, installation
and maintenance of energy efficient
equipment and measurement, and the
monitoring and verification of the proj-
ect's energy savings.

Finance for the investment is usual-
ly either provided by the ESCO from its
internal funds or by the customer. Also
Third-Party Funding (TPF) is widely
practiced, meaning a financial institu-
tion finances the ESCO or its client.
The funding provided is often backed
by a guarantee of the projected savings.

The ESCO business is complicated
also because it brings together know-
how, technology, energy, money and
legislation, and it only works when
these are all in harmony.

The world’s biggest ESCO market,
the USA, has a yearly turnover of over
$5 billion. In the EU, the most success-
ful ESCO markets can at best be mea-
sured in the hundreds of millions of
dollars. Most ESCO markets are driven
by solid public policies and legislation.
In most ESCO markets projects are
mainly for public entities and institu-
tions. Over 75% of the ESCO projects
in the USA involve educational, health
and municipal entities at the municipal
and state level.

Not every country has the right mix
of components to create an interesting
ESCO market. In some countries there

[James Watt, 1736-1819]

is no direct need for one because, for
example, they have effective manda-
tory demand-side management pro-
grams. It is still to be seen whether
Russia will be able to produce the right
policy environment for a healthy and
sizeable ESCO market.

If Russia manages that, the potential
is large as there is a huge public sector
that could benefit from ESCO activi-
ties. In addition, the private sector is
feeling the squeeze of rising energy
costs, so it also provides opportunities
for the ESCO business. The potential
size of the ESCO market here can in
theory be compared to the US market.

Today however, the successful
ESCO projects that have been imple-
mented in the public and private sector
can still be counted on the fingers of
one hand. Public policy and legislation
in support of the ESCO sector are still
wanting in Russia, and a savings culture
still has to take root. But a relatively
small group of enthusiasts continues to
show engagement and entrepreneur-
ship in Russias ESCO sector and from
time to time successful ESCO projects
are implemented.

Many of these enthusiasts are rep-
resented in this Business Quarterly and
I hope that reading about their ideas,
results and plans you will become an
ESCO enthusiast as well.

If James Watt could think of the
ESCO model 250 years ago, we should
be able to implement his ideas today! Bt

AEB BUSINESS QUARTERLY - Summer 2013



VHTennekTyanbHbIN YUYeT Kak CepBUcC.
PeweHune ASGS KkomnaHum Atos

Atos npegnaraeT onepaTtopam ceTen addenTuaroe u
NPHENEKATENLHOE NO CEOSA CTOMMOCTH PELEHWE
ANA EHTENANEKTYANLHOMD yyeta ASGS [Atos Smart
Grid Solution). 3mo macwrabupyemoe pewenne
obecneunBaeT TOeXHHYECKYID IKCONYATALMM BOSR
WHEPACTPYKTYPS  MHTENNEKTYANBHOTD y4eTa B
COOTHATCTRMM © TPeOOBAHMAMW IJADTPAWMOrD AHA
AP MAHIMANBHBIX FRCAMYATAUWOHHBIK JATPATAX.

B nOCNeaHEs BRSMA BO MHOTHY CTPaHAY Gulni COZhaHe)

npasoswe YCNOBWA anA PETMOHANEHOTD
paiﬂ'p!'mHHH CHCTEM  HHT BHOMD Y‘-‘E'Ta-
Breppedie  Takux  CACTEM T et ryBoxaro
MOHMMEHAA  0AHHOW  TEXHONDTHK,  KauECTBEHHON
PEANIALAM ¥ HENCNEIOBAHKA DNLTA WHTETpALMH. 3T0
rapamMTHDYeT hdeRTHEHYIO KOOI
FMCANYSTALUMKD  BCEX  KOMNOHEHTOB  CWCTEMS

MHTENNSKTYANLHOMD yyeTa. Romnanua Atos ofinagaet
KOMOETEHLMAMM MO BOEA  UeNouse  COoIfamHmKR
CTOMMOCTI B MHTENASKTYANEHOA CETW, NOCTARNAAT BLE
KOMITOHEHTH MDOTDAMMHEY DEWEHAR, HEOGXOMMEE
AnA obpaloTki faHHEY CUETUMKOB W TEXHHUBCROR
IKCNNyaTaley obODYN0BaHHA

Pewenne ASGS

Komnanms Atos NPagnarasT DELWEHWE,
CNPOSRTMROBAHHOE 1 PaIpaboTaHkoe gnA Bansuwors
KOMWUECTRA  MHTENNEKTYANEHEX  CUSTUMKOE (A0

B0 MANNMOHOR) - peusHee ASGS, Ha Gaze atoro
PELUEHMA KOMNAHWA Atos  oTEsuana 13
NEOSKTARORIHNE, pazpaborey Ll CREDIHYMID
HHTErpaLM0 CaMOR BonswoR CHCTEMB
MHTENAEKTYVANBHOM  CeTM  yueta 8  Espone
(MnarupyemeR obbeM — 35 MNH, HHTEMMEKTYaNbHBX
CHETUMKDR B0 DpanLMm)

CTampapTHOR PEWeHWe COCTONT M3 CRenyowms

KOMMNOHEHTOB:

» YureepcansHwia mogyne (UHE) obecneunsaet
CBAZL € WHTEMNEKTYANBHEMA CUSTUMKIMA W

KOHLEHTRATOpaMMH oT PAZNAYHEX
NPOMIBOOUTENER,
P Momfe  ASTOMATHIMPOBAHHOND  YIIDBANEHHA

cueTuMEEM (AMM] COBMPRAET W NPOBERAET NONHOTY
OAkHbBN  CYETUMROB, OTBEYBET 33 HALTROMAKY
NApaMETDOE W DOHOBNEHWE BCTDOSHHBX MDOrPasst
KOHLEHTRATODOE M HHTEMMSRTYANbHSY CUSTUHFDR,

P Mogyne Ynpasnesns fanssme cuetumkos (MDM)
ORECHEUNBAET XDaHEHNE, Arperayms, NDoBEnKY
W KODDEKTHROBKY AaHHbIX CHETYMKOB.

P MDUS Beinoneset dyrsume coenumeeHa ASGS ©
SAPCmowbanmie inA  obecneueHin  pacueToR C
nOTPEtMTENAM | YTPaEneHMA NoTpefuTenawy B
cucTeme SAP/5-L,

B KOpnopaTHEHan CEPBMCHAR WWHA OOVLECTRNAET

KOOPAMHAUMD W KOHTpONE  BCex  Ouanec-
npoueccoa

> Mogyns Habnonesue " MOHHTODHHTS
obecneyueaet  MhOEKTHEHEA  KOHTRONE  ©
TEXHAMECKYID  IKCAMYATALMD  MHBDACTDYRTY D
CYETUHRDE

P Cpencteo  ANMMHHCTRMPOBAMMA  NO3BONAST
YNPAENATE NPABAMK SOCTYNA W NALAMETRAMA
CHCTEME,

= Mogyne OTHETOR MPeQoCTIBNAST BOIMOMHOCTE

NOGroTOEKK  Camex  PasHeld  OTUSTOR €O
CNELMANBHEME  MEXAHUIMAMA  GNETROE M
1ANpOLos,

P Bel-nopTan AnA CAHEUMOHMPOBAHHOND O0CTYNA
AAMMHWCTRATOROR ONEpATOPOs CETH "
noTpefuTEns i,

> Mogyne ynpagneHisa yoTROACTEAME OTCNERABAET
paIgepTeaaHe 1 COCTORHWE  NPOfpaMHOrRD
CHeCNEUSHIA CUBTUMNOE W KOHLEHTRATOPOR

P Momgyne YNDIENEHWA DECYDCAMM HAKBMMWEIET
M CONDIHAST BCE  CTATHCTHYECHME M
AMHAMHUECKHE  [aHHEE,  NOMuasMse  ©
CUBTUMKDE M KIJHL,],EH'TDBTIJ[!CIH.

P YHERANGHOE peleHWe ODeCNeusHMA CKBOIHOR

GeIonacHoCTH ana BNCTYATILMN
HHTEANEKTYANEHEE CHOTUMKOR

ASGS Kak
pasgensaembiil cepBuc

B Wa4eCTEE PREWEHHA [INA PAINERABMOID CEDEMCA
KOMNAHKMA ATDS NPERNATasT BOEM MONKACUEHHEM
ONEpaToOpaM CETW  BOIMOMWHOCTE  MCNONBIOBIHMA
ASGS M3 uacthoro ofnawa. B TakoMm  pPEWEHWW
KawsM ONERATOP B PABHOR CTEMNEHW MMEET BOCTYN
KO LM iy HKLARM,

B wawesm uewTpe oBpabothi panspx Tierd+, Wa

MNATHORME BHCOKORA QOCTYTIHOCTH, Sy HELROHHDYET
UEHTRANEHAA  MHBODMILMOHHAR  CACTEMA,  ATDS

BHNoNHRET BCE  TpebopaHMA no  GelonmacHocTd,

AOCTYNHOCTH U HDGERTHEROLTA UeHTRa 0BpaboTrm
LAHMEYX, YTPAENEHWE KOTOPGM OCYIECTRNABTCA C
MEMSHEHREM  CAMBIX  COBDEMSHHEYK  METOG0E,
Kawguit  3akasuvk  nonyuaet  coboreesmei
IKIEMNNAD YETAHORNEHHDMA CHCTEMEL 3T0 NOZBONAST
KAMOOoMy  CETEROMY  Oneparopy  paforams
HCKMOWATENSHD  CO  CEBOMMA  CHBTYMHAMH K
COOTRETCTEVNOWMMA  [aHHnMH O noTpadurensx
MCNHOCTEA HEIFBWIHMO OT gEYrax onepatopos. [ns
CNEpATopa 310 DIHAYAET MAKCUMANEHD BOIMOMHLIA
YPOBEHL BEIONACHOCTH W OOCTYNHOCOTH CHCTEME
MEM MAHAMANEHEY  33TPATAY . HA HHBECTHLWE W
SIKCMMYATHHD MHDODMALMOHHOR CHCTEMEL HalTHOS
0fnaKD NpegCTaanReT CoD0R NPOSEDEHHYID MORENE,
YEMELWHD WONONbIVEMYD  KOMNaMWel Atos AnA
LOYTH FPYTIN KAMEHTOS.

NMpenmyuwiecrea
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BOSA), 30 ABETOMATWMECKKM  NDHBOOWT K
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PSEUDO-ENERGY SERVICE IN A
QUASI-MARKET ECONOMY

Boris Portyankin, President of the Association of Energy Service
Companies and Manufacturers of Metering Instruments, New

n 2009, Russia adopted Federal Law
No. 261-FZ On Energy Savings and
Improvement of Energy Efficiency,
which provides for a relatively new
form of business in Russia, an energy
service contract with an Energy Ser-
vice Company (ESCO) as a contractor.
In developed countries, ESCOs are the
main tool to identify and monetize sav-
ing by implementing new technologies,
equipment and innovation solutions.

In Russia, however, there is no mass
implementation of energy solutions,
especially where they are most needed,
in the utilities sector. The structure of
energy services under the law proved
inapplicable to the realities of the Rus-
sian economy, as it is being implement-
ed in an over-simplified and abridged
form of “performance contracting”

In brief it can be formulated as
follows: the cost of an energy service
contract may not exceed the amount
(percent) of savings resulting from its
fulfillment. Such a narrow view of ener-
gy services restricts the scope of their
application in Russia, and makes them
too complicated in terms of accounting
and recording of the obtained results
and impossible from the perspective of
the whole economy.

The so-called EnPC (Energy Per-
formance Contract) model appeared
in the mid-80s, and became popular
among public officials by offering a
theoretical possibility to finance energy
savings work without allocating money
from the budget. The EnPC approach

Dimension

was in demand throughout the world,
especially during the crisis. It is this
model that the Russian law is attempt-
ing to implement as the only possible
model for ESCOs.

This approach may have grave con-
sequences, as it does not factor in the
historical, technological, geographical
or financial conditions which make it
possible to use this kind of a model.
Moreover, there is a risk of stifling the
nascent energy saving culture that was
nurtured in Russia before the energy
saving law.

Then, ESCO activities were based
on setting up optimized energy
resource consumption at the facilities
subject to accounting, and identifying
and eliminating the sources of losses by
repairing equipment. Before the energy
savings law was adopted, such compa-
nies had united into an interregional
association, and started to develop and
implement rules and standards regulat-
ing their activities.

However, the energy savings law
defined ESCO activities otherwise,
identifying ESCOs with EnPCs. It
adversely affected the work of ESCOs,
and facility owners practically stopped
allocating funds for the creation of

basic conditions for energy savings.
Most projects remained incomplete,
and many contracts were terminated.
Accounting arrangements practically
ceased, especially in heat supply, as heat
is the most expensive energy resource
in Russia, ten times more expensive
than water, gas or electricity.

In a market economy, provision
of energy resources to a consumer is
impossible without accurate measure-
ment of what is consumed, when, and
the quality of the resource consumed.
When such resources are measured at
the point of consumption, they actually
become commodities, as the metering
device determines their volume, con-
sumer value and market price.

In Russia, most facilities have no
consumption accounting at all, and
the consumer pays for access to the
resource, rather than for the commod-
ity, while the government continues
to establish consumption rates and
standards on an administrative basis.
That is why, without energy resource
accounting, there can be no market
relations in the utilities sector.

Obviously, the main objective of
ESCOs is to create a system of energy
resource accounting. But the energy

AEB BUSINESS QUARTERLY - Summer 2013



7 .

savings law completely confused the
issue by making an energy service con-
tract equivalent to an EnPC. Now, no
one is willing to spend money on ener-
gy savings, or on accounting arrange-
ments.

Everyone is expecting that the costs
of accounting and energy savings mea-
sures will be borne by the ESCO, which
will make a small economic miracle at
each specific facility at its own expense
and at its own risk. Consumers will
have energy inspections, automated
accounting equipment, and capital
improvements of their facilities for free.
Various intermediaries, like managing
and operating companies, local admin-
istrations, energy saving centres, and
other bodies that own energy consum-
ing facilities, will try to make money
out of the ESCO.

But the problem is that there are no
such miraculous ESCOs anywhere in
the world. In Russia, the EnPC ideology
was naively identified with ESCOs' real
work. An ESCO’s objectives have noth-
ing to do with patching budget holes
or solving the problems of officials and

fﬂ%é#ﬁ‘u onAL
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owners that are not willing to spend
money on energy saving. Its goal is to
identify and use the savings obtained
at a customer’s facility in ways that are
acceptable in specific economic condi-
tions and at the same time enable the
ESCO as a commercial organization to
make a profit in the foreseeable future.

In no country is the EnPC the only
model for ESCOs. It is only a small
part of the many types of energy ser-
vice provided by ESCOs. An ESCO's
order portfolio may or may not include
EnPCs. An ESCO may work both at
public and private facilities perform-
ing work from energy inspection and
designing energy saving measures, to
replacement or modernization of util-
ity equipment, setting up operation
modes of household appliances, opti-
mization of energy consumption, mak-
ing repairs, and everything else that is
wanted in the market and which the
customer is willing to pay for.

ESCOs that use only EnPCs are not
a mass phenomenon, even abroad. In
fact they are quite rare. Such ESCOs
are more often cultivated for advertis-
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AlS is a Family of international schools in Moscow and 5t. Petersburg

- Full range of education on one site including Early Years Pre-school, Primary and Secondary

- Access to a Full, enriched and creative Cambridge International curriculum (Cambridge
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ing purposes by large corporations as
part of “innovation centres, research
institutions, or technopolises to which
delegations from developing countries
are brought on excursions. Their expe-
rience is interesting, but not relevant to
Russian conditions.

One more national peculiarity of
ESCOs in Russia is that Russian ESCOs
were deprived of the main function of
all energy service activities, that is car-
rying out an energy inspection. Only
after conducting its own inspection,
can an ESCO assume the obligations
and risks of obtaining a share of the
savings it can provide to the customer
within a certain period. It is the target
setting stage — inspection — and further
target attainment stages ensured by an
ESCO under an energy service con-
tract that distinguishes an ESCO from
an ordinary contractor carrying out the
work to achieving energy savings.

The Russian energy savings law first
of all cut out the initial stage for every
ESCO, the energy audit of the facil-
ity. Energy inspections can legally be
performed only by specialized com-
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panies mandatorily included in a list of
self-regulatory organizations. The only
work product of the companies prolif-
erating immediately after the adoption
of the law is making energy certificates
and submitting them to these self-regu-
latory organizations, which then send it
to the Ministry of Energy for approval.

Although the guarantor of the ener-
gy certificate accuracy is the Ministry
of Energy, hardly any ESCOs will rely
on its calculations in order to define
contractual obligations or calculate
commercial risk. ESCOs will have to
conduct their own energy inspections
and document their results separately,
since the energy certificates made by
non-interested parties are for the most
part inapplicable and drawn up only for
reporting purposes.

Evidently, those who contemplat-
ed all these mandatory, self-regulatory
organizations of energy audit compa-
nies did not think of the outcome. Thus
for ESCOs, energy inspection (target
setting) and implementation of results
(target achievement) were discon-
nected from each other because of the
absurd bureaucratic procedure intro-
duced by the 2009 law.

But that is not all. In the utilities
sector, there appeared an almost insu-
perable barrier for ESCO activities.
Though apartment houses have great
energy saving potential, the legislator
left no chance for ESCOs here either.
According to the existing procedure,
even to drive a nail into the outer wall
of a house, a general meeting of its
residents must be convened and votes
of the apartment owners totalling over
50% of the house area have to be col-
lected.

To reconstruct an apartment house
(including its extension or build-up),
construction laws require collecting
the votes of 75% of apartment owners.
And for an ESCO to perform this or
that energy saving measure, Part 4 of
Article 19 of the energy savings law
requires not 98%, not even 99%, but
100% of votes! Moreover, the cost of
organizing such general meetings may
be ten times higher than the cost of the
ESCO's work.

Lets have a closer look at this leg-
islative barrier. Part 4 of Article 19
of the energy savings law sets forth
requirements for the terms of ESCO's

making an energy service contract with
“the person responsible for keeping an
apartment house, that is a managing
organization, a condominium or a
housing cooperative. To make the con-
tract, such a managing organization,
condominium or housing cooperative
has first to obtain the power to sign
such a contract by holding a general
meeting of residents and collecting at
least 50% of the votes.

And there is more. Having obtained
the power to sign a contract with an
ESCO, the managing organization,
condominium or housing cooperative
will have to obtain the individual writ-
ten consent of each apartment owner
separately to any action prescribed by
the energy service contract, which has
already been approved by the general
meeting. And if just one apartment
owner does not give his or her con-
sent, the energy savings law renders
the contract void. This means that if
one apartment owner lives in another
city or country, the public prosecutor’s
office or a court may also deem the
energy service contract made by an
ESCO void.

Clearly such requirements are not
practical for energy service contracts.
With such risks, any bona fide ESCO
will keep away from apartment houses.
Far less will it raise funds or risk its

property.

So the law declaratively calls for
energy savings and improvement of
energy efficiency in apartment houses
,on the one hand, but eliminates every

possibility of using an energy service
contract to do so, on the other.

While housing laws require 50%
agreement of all residents, the energy
saving law demands 100% agreement,
confirmed in writing! Is such unanim-
ity possible in a liberal country with
deeply-rooted values of non-conform-
ism and individual freedom?

In my opinion, there are no com-
parable examples of obligations to
hold general meetings with a strictly
prescribed legal procedure of making
collective resolutions on trivial house-
hold issues anywhere in the world. In
view of the commitment of the Russian
housing laws to collectivist methods of
making decisions by apartment own-
ers, supposedly to protect their indi-
vidual rights, we cannot hope that this
situation will ever change.

However, we would like to believe
that the evident absurdities and barri-
ers will be removed from the energy
savings law, especially in respect of
such new and promising form of busi-
ness as ESCOs.

The impossibility for ESCOs to
operate within the law will inevita-
bly lead to numerous abuses. In some
regions, schemes of mass population
deception by falsifying metering data
are already being implemented under
the slogan of energy service develop-
ment. If such processes are not nipped
in the bud, and the law is not changed,
the consequences for energy savings
development and the improvement of
energy efficiency will be negative.
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ADAPTING THE EUROPEAN ESCO
MODEL TO THE RUSSIAN MARKET:
OPPORTUNITIES AND CHALLENGES

Vincent de Rul, General Director, Fenice Rus

hen considering the potential for

improvement of the energy

efficiency of a facility, the most

efficient and reliable partner is
an Energy Service Company (ESCO).
Indeed, the ESCO will define the best
technical solution, will implement the
project in due time, will arrange financing
of the project, will make a commitment on
the quality of work and services and on the
reliability of modernized equipment, and
so the client will receive guaranteed results
in the form of achieved savings.

When contracting with an ESCO
for such a project, the final client (private
or public) will not have to invest a single
rouble, and will receive a guarantee that
his energy bill will decrease during the
whole life of the contract. It looks like
ESCOs have in their hands Aladdins
Lamp, and they are proposing to their
clients to make more than three wishes.
This is partly true, but actually the dif-
ficulty is not to find Aladdins Lamp, but
to know how to get the genie out of it!

In Europe, where the ESCO busi-
ness is well developed, well understood
and widely spread, you can easily find
an operating manual for doing ESCO
business. The legal, technical and finan-
cial mechanisms exist to make such
business profitable, with an acceptable
level of risk. Actually, the ESCO busi-
ness is more about risk management:
the ability to identify risks and to miti-
gate, accept and share them.

The main risks are the ones we
expect when doing such business:

= Technical risks: as through the tech-
nical solution the ESCO will guaran-
tee results,

= Financial risks: as the ESCO will
support investment and own equip-
ment,

= Operational risks: as the ESCO will
have the responsibility of the Opera-
tion 7 Maintenance (O&M) of the
modernized assets for the duration
of the contract (standard is from 7
to 12 years, depending on project
characteristics),

= [egal and fiscal risks: in Europe they
are fairly well defined and manage-
able through the corresponding
legislation which usually takes into
account the ESCO model and cor-
responding contractual scheme.

This of course does not mean that
life for ESCOs is easy in Europe. It is
still a risky business, but the keys to
making it profitable are well known
by the professional operators in this
market.
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The energy service efficiency is the result of several improvements
proposed by an ESCO and implemented together with the customer
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Finally, the market risk usually can-
not be managed directly but through
some specific mechanisms, which
depend mainly on the characteristics
of the project and of the client.

What about transposing such a busi-
ness model to the Russian market? Are we
still speaking about Aladdins Lamp, or we
are getting closer to “Lost in Translation"?

ESCO model for Russian market:
Aladdin’s Lamp or “Lost in
Translation™?

If you have your own European manual
for the “Perfect ESCO" and try to apply
it to the Russian market, you will face
difficulties that are not only linked to
the quality of “Google translation” To
illustrate the problems, I will take a few
examples of the difficulties that can
arise, and some solutions that can be
implemented. This is of course not to
be considered a Russian manual for the
“Perfect ESCO; as [ am pretty sure that
cannot be created, but it shows some of
the challenges and opportunities of this

market in Russia.

Your difficulties will start when you
try to define in which category of con-
tract (according to fiscal authorities) it
is possible to classify the Performance
Contract (the standard model of con-
tract in Europe) between an ESCO and
its client. Is it a service contract? Is it an
investment contract? [s it a contract to
exchange goods and materials? As long
as you cannot classify your activity, and
thus the corresponding contract in a
conventional form, you will be ques-
tioned by public and fiscal authorities.

In Russia there tend to be two main
answers. Some companies will simply
limit the scope of the ESCO’s activi-
ties (audit, engineering, financing, con-
struction, commissioning, operation
and maintenance) to the activities that
can be classified under the same cat-
egory. In such a way, you will have
ESCOs that will propose only audit
and engineering, including from time
to time acting as an EPC contractor
(Engineering, Purchase, Construction).

Others will propose financing
(through a loan or leasing solution).
Very few ESCOs will propose only
the O&M activity (it is the one which
requires specific know-how and experi-
ence). This solution is perfectly adapted
to the market as a way to get round the
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difficulties. But in some way, it repre-
sents a de-rating of the ESCO’s poten-
tial, both for the ESCO itself and also
for the client.

The other solution is to maintain
the full ESCO range of activities under
the same entity, adapting the contrac-
tual scheme to the requirements of
Russian law. This is feasible, and repre-
sents the only way to be able to make
a commitment to the client on the
achievement of the saving, accepting
that the ESCO remuneration is based
on actual saving.

Fortunately, things are changing,
slowly but in the right direction. Since
the last change in the law (in particular
the Federal Law 261 on Energy Effi-
ciency) it has become easier to define a
recognized contractual scheme corre-
sponding to the standard ESCO model.

What about outsourcing?

As you will have understood by now, the
principle of an ESCO business is to have
remuneration based on the actual sav-
ing that will be generated by the project.
To be able to make such a commitment,
and to guarantee the efficiency and the
reliability of the system, over a period
of years, it is necessary to have, as far as
possible, control over the new assets.
Furthermore, such assets represent the
best technologies and usually require
specific organization for the implemen-
tation of the appropriate O&M.

This means outsourcing to the
ESCO the O&M of the new assets.

If we look at industrial sector in Rus-
sia, most companies are fully integrated,
and may have the capability to implement
with their own resources some complex
projects like energy efficiency ones. So

when you propose to externalise part
of the activity, and even transfer people
to the payroll of the ESCO, which is the
standard way to organize outsourcing of
the O&M, this will be looked at nega-
tively. Once I was told, when discussing
with an industrial partner such outsourc-
ing, that it would be just like ‘cutting out
an organ from the body” It is then neces-
sary to explain the advantages of adopting
such a scheme, and present the benefit
of externalising some responsibilities to
professional partners who can bear them.

By the way, also on this matter
things are improving: the incentive for
a company to concentrate on its core
business and work with professional
partners on other topics (like an ESCO
for the optimisation of energy efficien-
cy) is becoming obvious in most sec-
tors, both private and public.

What's next?

The Russian market is not yet ready
for a full and quick development of
the ESCO business as we know and
understand it in Europe. But that does
not mean that those who are making
it happen should give up, or be afraid
of what must be done to succeed. In
the end, it took more than 200 years to
transform the idea of James Watt into
real business. Russia started to look
seriously at its potential for energy sav-
ing and energy efficiency improvement
less than five years ago. Furthermore,
there is such energy and creativity in
this country that almost anything is
possible and potentially profitable.

My advice: do not count the cost
of your personal energy, if you want to
undertake energy efficiency projects in
Russia!
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Legrand lighting management
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ENERGY PERFORMANCE CONTRACTS &
ENERGY SERVICE COMPANIES: LEGAL
REQUIREMENTS & CHALLENGES

Dominique Tissot, Partner, CMS, Russia

ustainable energy supply will be
one of the key challenges of the
forthcoming decades in most
countries, but particularly in Russia.
Fortunately, the Russian authorities and
companies have understood that the
application of energy efficiency technol-
ogies can allow them to save cash and
reduce the impact on the environment.

But the challenges are numerous
and dealing with them requires consid-
erable political support. Urgent action is
required to achieve, notably, an increase
in tariffs and termination of cross subsi-
dies, the completion of energy account-
ing systems across the country, the
modernization of energy generation,
transportation and consumption, the
establishment of independent energy
efficiency management bodies and a
specific system of penalties and incen-
tives. Last but not least, both an increase
in public awareness and sensitivity to
environmental challenges as well as a
new culture of energy consumption are
key to the successful implementation
of any environmentally-driven energy
efficiency measures.

Russian leaders have admitted that
the modernization of the economy will
not be possible until there is some
development of energy effective sys-
tems. A first step towards encouraging
the use of energy eflicient technolo-
gies was made by the Federal law, On
Energy Saving and Energy Efficiency

Increase, dated 23 November 2009
(referred to below as the “Law”), as well
as a full spectrum of secondary legisla-
tion which was developed in order to
give effect to this law.

In accordance with the Law, all
state (regional and municipal) pro-
grams must provide for the increased
use of energy efficient technologies
and secondary energy sources and/or
renewable energy sources with specific
energy saving targets to be met within
the next 15 years. In order to facilitate
the efficient use of energy resources
and to support and encourage energy
saving, new public procurement rules
have been introduced, as well as incen-
tives e.g. investment tax credits, accel-
erated depreciation of assets classified
in the top energy efficiency classes and

partial compensation for interest pay-
able on loans granted by Russian banks.

Also, tariff-regulated companies
transferring energy resources will be
able to take advantage of different
incentives for a maximum period of five
years through either a gross-up of their
proceeds by the amount of expenses
incurred for actions aimed at reducing
energy losses or retention of the eco-
nomic benefit generated by investments
in energy efficiency and energy saving.

However, these measures are lim-
ited in their effect and scope of appli-
cation. To date, investment in energy
efficient technologies in Russia has
been low compared with the rest of
the world.

Among the key barriers to the
development of the Russian sustainable
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energy market are tariffs, which are still
too low. Most experts agree that an
increase is crucial to make projects in
the sphere of energy efficiency finan-
cially viable. Also the paucity and high
cost of financial resources available in
the Russian market, the lack of under-
standing of the energy efficiency busi-
ness and prospects, and the low level
of public awareness and sensitivity to
ecological and energy consumption
issues, make it quite difficult to attract
private investment into the Russian
energy efficiency market.

That being said, several notable
mechanisms were introduced in Russian
legislation that should help to make the
development of projects in the sphere of
energy efficiency more attractive.

In this respect, in particular the
Law introduced the concept of the
Energy Performance Contract (EnPC).
The key feature of this type of contract
is that the investor is remunerated out
of the profits generated from the mea-
sures taken on energy savings, the price
being fixed depending on the achieved
results or upon the level of perfor-

mance of the contract i.e. subject to the
actual value of the energy savings.

The Law provides for a number of
mandatory terms to be included in an
EnPC, eg. on the volume of energy
saving guaranteed by the executor and
the expiration date of the agreement
(which may not be less than the term
necessary for the achievement of the
volume of energy resource savings set
by the agreement).

EnPCs usually cover planning,
financing, implementing and moni-
toring of energy efficiency measures
where the ESCO provides energy sav-
ing guarantees expressed in monetary
and/or physical terms.

Apart from “pure” EnPCs, the Law
also provides for the possibility of intro-
ducing clauses concerning energy ser-
vice agreements into contracts of sale,
purchase, supply or transfer of energy
resources (except natural gas).

Generally speaking, two main
ESCO business models can be envis-
aged:

The shared savings model — under
that scheme the ESCO finances the

project by covering the project costs,
through own funds and/or debt financ-
ing) and assumes both the performance
(energy savings guarantee, and credit
risks. The energy saving is split between
the ESCO and the client according to
the EnPC terms.

Clearly this model requires finan-
cially strong ESCOs to either finance
the project on their own or attract
financing based on solid guarantees
(assets pledge, group guarantee, etc.).
In principle, by putting all cost and
risks onto the ESCO, this model should
help develop the ESCO market and
its attractiveness to Russian clients. In
practice, though, only a few ESCOs
are financially strong enough so far in
the Russian market to self-finance their
activities and/or attract outside fund-
ing. Moreover the costs of financing,
as well as the lack of financial solutions
from Russian banks adapted to the spe-
cifics of the ESCO business, also hinder
development.

The guaranteed savings model —
under this model the ESCO guarantees a
certain level of energy savings and takes
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RUSSIAN TAX POLICY

the energy savings risk (performance
risk). The client provides the financing
and takes the credit risks. If savings are
higher than planned, the surplus is split
between the client and ESCO, based on
EnPC terms. This model requires a high
degree of trust between the various
project participants (ESCO, client and
bank) and so is probably more relevant
for more mature countries due to the
lack of understanding of the energy efti-
ciency business in Russian companies
and the short history of financing ESCO
businesses in Russia at present.

This new type of contract is also
aimed at allowing companies from the
public sectors as well as state authorities
and state companies to invest in energy
efficient and/or renewable sources of
energy at limited cost. Little or no up
front investment is required from them
as the investor is paid from the profits
generated by the energy savings.

But the difficulty is that these proj-
ects, mostly in the housing and utili-
ties sectors (heat, water, etc.), usually
require substantial investment, with a
long payback. So investors look for
financial guarantees from banks and
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In this respect, the Russian law on
concessions might facilitate the financ-
ing of projects in the sphere of energy
efficiency through the conclusion of
Private-Public  Partnerships (PPPs).
This is an instrument for providing
public services while sharing financ-
ing and/or responsibility between the
private and public sectors.

This law is the backbone of the PPP
framework which opened the way for
the implementation of PPP ventures in
many parts of the public sector, includ-
ing transportation, ports, airports,
pipelines and other infrastructure, as
well as housing and communal servic-
es, energy, medical, sports, recreational
and educational facilities.

However, investing in the public
sector is still risky due to the political
character of such projects, the weak-
nesses of, and loopholes in, procure-
ment law and the budget code of the
Russian Federation covering these pay-
ments.

In the end, to modernize, Russia
needs to find ways to grow more pro-
ductively. And in this respect, it can
opportunistically take advantage of its
rich, diversified energy resources to
grow in an energy efficient and carbon
neutral way, yet through economically
attractive measures without equivalent
among the BRIC countries. BQ
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EXPECTATIONS AND REALITY

OF ESCO BUSINESS IN RUSSIA

Sergey Borovkov, General Manager, Lighting Business

n Russia, Philips Lighting started to

investigate the energy service com-

pany (ESCO) business model in

2009 when the new law, Ne261-FZ,
on Energy Saving was adopted. At the
time, taking into account the state of
lighting systems in the country and
the lack of money and real interest
in improving them, I thought usage
of Energy Performance Contracts
(EnPCs) could make a breakthrough
in lighting projects because this busi-
ness model supposes minimal or no
customer involvement in financing the
project or the selection of the technical
solution.

Looking back and evaluating the
actual results, [ see that the ESCO busi-
ness is developing more slowly than I
expected at the end of 2009 when law
261-FZ was adopted. Why? What went
slower than expected? What are the
main difficulties of Russian ESCOs?
Lets look at the biggest roadblocks that
restrain the development of the ESCO
business in Russia.

Legislation. De jure, EnPCs are not
considered as investment contracts,
and this creates difficulties for ESCOs
when they are participating in munici-
pal or government tenders (e.g. in street
lighting projects). According to the law,
in the majority of cases, participants are
obliged to provide a security deposit of,
on average, 10%. This requirement is
absolutely valid for the standard cases
with governmental financing. But de
Jacto an ESCO is investing its own or
borrowed money in the project. This

Consulting LLC

leads to extra costs that ESCOs finally
add to the contract. Alignment of de
jure and de facto issues, and changing
the legal status of EnPCs to investment
contracts would create proper condi-
tions for the development of the ESCO
business in Russia.

Quality of data. ESCOs bear huge
risks in the projects. One of the big-
gest is the guarantee of achieving ener-
gy savings. To minimize this risk, it is
vitally important to establish the base-
line and precisely measure and verify
results. If the second issue is under con-
trol of the company, the first one very
much depends on customers’ data. Due
to historical conditions in design and
exploitation of industrial or street light-
ing systems, finding precise data on
current energy consumption and the
working hours of installed equipment
is difficult for the ESCO. Understand-
ing these problems, an ESCO is forced
to run the risks associated with data
quality and unreliability, and the price of
the contract reduces its attractiveness.
Implementation of modern control
systems, especially in street and indus-
trial lighting, and splitting of the elec-
trical networks for lighting and other
purposes, would significantly increase
transparency and the reliability of the
data, and decrease the risks to ESCOs.

Project financing. By the nature of
business and circumstances, Russian
ESCOs are not very big companies, hav-

ing limited assets, which leads to limita-

tions on banking financing. Even with

their technical capacity and the cus-
tomers” demand for service, in practice

ESCOs cannot expand their business for

the reasons mentioned above. Financial

barriers are one of the main roadblocks
inhibiting the expansion of the ESCO
business. To eliminate this roadblock
will need mechanisms for loan refinanc-
ing. At the moment, the European Bank
of Reconstruction and Development

(EBRD) is working on this subject. But

still, there is no clear idea of when the

process will be finished.

Total cost of ownership. The bud-
get systems of our municipalities are
deeply rooted in Soviet practice. Even
now, investments in, and exploitation of,
street lighting systems are financed from
different categories in the budget. The
ESCO business is built on the model
called Total Cost of Ownership (TCO),
but unfortunately its basic principles
are unknown to municipal authorities
(when we are talking about street light-
ing projects). This mismatch between
the traditional and the new ways of
thinking on financing projects creates
stress on the decision-making side.
Changing the point of view of the proj-
ects decision makers, explaining TCO
principles to them, is one of the time-
consuming aspects of the project. But
these efforts are paying off, otherwise
we would not be looking at a growing
number of EnPCs.

Proposals and recommendations:
1. Creation of refinancing mechanisms

for ESCO companies would boost

attractiveness of the business and
increase number of ESCO projects;

2. Remove contradictions between the
de jure and de facto status of EnPCs
and consider them as investment
contracts.

3. Increase the knowledge level about
TCO and basic ESCO business
principles, especially among govern-
ment decision makers.
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A RUSSIAN VIEW ON THE ESCO SECTOR

Stanislav Qvchinnikov, Marketing Director, ESCMO

clear picture of the Russian ESCO,
or Energy Service Company,
remains rather difficult to obtain.
In the international literature,
authors state that an ESCO is a private
or a public company that implements
special projects to improve energy efhi-
ciency and lower costs for energy users.
ESCOs are usually able to install and
maintain high-quality energy equip-
ment, to finance energy efficiency proj-
ects and to monitor project energy
savings. These services are usually
included into the project’s cost.
There is no state support for the
ESCO sector. Most projects are finan-
ced from an ESCO’s own funds. Russian
banks rarely try to finance energy efhi-
ciency projects.
Russia is the fourth-largest energy
consumer in the world. Its potential
for energy saving is high. In Russia,
the ESCO sector is new. Some for-
eign companies are trying to promote
projects, but there is no information
about the results and no research has
been done in this area. However, there
is enough information available to
declare that the level of energy effi-
ciency in Russia is low because of the
following factors:
= Strong administrative barriers are
one of the main issues. Local authori-
ties are unaware of energy efficiency
problems and have no interest in
reducing energy costs. In this case
it is often difficult for ESCOs to per-
suade them to cooperate in energy
efficiency projects.

= Lack of experience of Russian banks
with financing ESCOs'’ projects, and

the high credit risk of energy efhi-

ciency projects. Lack of experience

in cooperation between ESCOs and
banks. No guarantees of return of
investments.

= Lack of information on energy efhi-
ciency opportunities, as is com-
mon in developing countries. For
example, top managers are usually
unaware of opportunities which the
modernization of their equipment
may bring. This leads to inefficient
energy project development.

= Lack of incentives. For example, if
individuals in an organization are not
motivated to cut energy costs, they
will have no incentive to improve
energy efficiency. Another example
is that maintenance staff may have an
incentive to minimize capital costs of
equipment but have no incentive to
minimize running costs. This might
be considered as a hidden cost. Per-
sonal motivation is a very important
factor, and managers should take it
into consideration in order to reduce
their energy costs.

= Non-payment of electricity bills,

which is common in Russia.

Lack of competition in the Russian

energy market.

Russian bureaucracy.

Lack of skills of ESCOs’ staf.

Weak legal base for energy efficiency

projects.

However, energy efficiency prob-
lems are widely discussed within the
Russian government, and laws are
being drafted to change the situation.
According to Art.16 of the Federal
Law No. 261-FZ, On Saving Energy
and Increasing Energy Efficiency, and
on Amendments to Certain Legisla-
tive Acts of the Russian Federation,
which was adopted on 23 November
2009, state organizations, companies
implementing energy savings mea-
sures that are financed through the
governmental budgets and Russian
Federation industrial companies with
annual energy consumption exceeding
RUB 10 million are obliged to undergo
energy audits before the end of 2012,

and once every five years thereafter.
Other organizations may do the same.
According to Article 19.1 of the law, an
energy service contract is a type of civil
law contract under which a contractor
attempts to increase the efficiency of
energy consumption on the part of the
customer.

Energy audits, also known as ener-
gy assessments or surveys, are a prelim-
inary requirement for efliciency pro-
grams. They attempt to balance energy
inputs with use, and serve to identify
all the energy streams in a facility. After
an energy audit, an energy passport is
issued which includes all information
and recommendations.

What is the aim of this law? The
main reason is to build a legislative
base for future ESCO development,
and to oblige companies to think about
their energy costs, and how to reduce
them. This may result in significant
investments in the ESCO sector in
future. Another aim is to bring energy
efficiency standards up to internation-
al levels in order to attract foreign
investors.

Moreover, the Federal Energy Ser-
vice Company was established in order
strengthen the control of energy ser-
vice market and to supervise the imple-
mentation of Federal Law 261 FZ.

In conclusion: the Russian ESCO
market has a high growth potential.
Most projects are financed from ESCO
funds or by their customers. Russian
banks are only starting to offer leas-
ing contracts. The Russian govern-
ment is taking measures to develop
the ESCO sector. After the require-
ment to conduct an energy audit, many
audit companies appeared. However
the legislation has significant gaps in
terms of rights and the funding of ener-
gy efficiency contracts. The Russian
ESCO market may benefit from foreign
investment, but now the unknown
payback period of energy investments
represents a high risk.

More research is needed on this
subject due to the lack of information
about the Russian ESCO sector. ~ EM
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ENERGY SERVICES CONTRACTS IN RUSSIA

Jean Gravellier, Business Development Manager, Schneider Electric

n Energy Performance Contract

(EnPC) means any type of con-

tract supplying services with the

aim of energy efficiency improve-
ment and for which the remuneration
is contractually linked with the level of
improvement achieved by these ser-
vices. In Europe, these EnPCs have
become one of the key policy tools for
improving energy efficiency. In its 2010
report on the European ESCO market
survey, the Institute for Energy at the
European Commission (JRT EIT) esti-
mated the amount of these contracts at
nearly EUR 9 billion for the 27 mem-
bers of the Union. Of these 9 billions,
France and Germany alone accounted
for 80%.

EnPCs represent only a part of a
broader set of so-called “energy services
contracts” that integrate the operation
of facilities, delivery of fuel, and main-
tenance services under a total or partial
guarantee. The contracts themselves can
be sold in a flat mode or with a total or
capped profit-sharing related to savings.
Similarly, delivery of equipment where
the supplier offers a technical guarantee
subject to penalties for failure to achieve
the guaranteed level is also a form of
energy services contract.

In France, the Ministry of Ecology,
Sustainable Development, Transport
and Housing has analysed the situa-
tion of energy performance contracts in
2011. It is interesting to note that “obsta-
cle” is the leitmotiv of this report: legal
obstacles, technical obstacles, economic
and financial obstacles. For the French
Ministry, performance contracts suf-
fer from a lack of definition; guarantee

mechanisms are deficient. The report
speaks of a “nascent appropriation of
the new contractual field” There are
difficulties in quantifying the savings to
be achieved and of taking into account
changes in energy costs, and difficulties
in getting an objective base line which
is a condition for calculating the remu-
neration under the contract.

If we look closely, these problems in
France could be described identically
in Russia, except that France already
generates a volume of EUR 2.4 billion
in energy performance contracts per
year. We must therefore do more than
just talk.

In Russia, we can indeed speak of
obstacles to concluding contracts with
public sector companies due to limited
time commitments for budgetary orga-
nizations. But who prevents us achiev-
ing energy performance contracts in
the industrial sector? And which con-
ditions are problematic?

Clarify all roles and responsibilities
The manufacturer must clearly under-
stand his own interest when undertak-
ing an outsourcing operation. It must
analyse its strengths, its core business,
but also the added-value it can hope to
receive from a provider of energy ser-
vices. Often, an industrialist sees only
the financing issues and is not willing to
challenge his own expertise. Often he is
still ready to buy technology or know-
how but is wary of losing control of its
operation to a third party.

In my view, the performance con-
tract provides considerable expertise,
technology and management skills, but
it serves primarily to establish a dia-
logue and constructive challenging of
industrial practices. It generates a more
objective and standardized procedure,
it provides a structure for the energy
management of the company. Finally
it involves more than just delivery of
equipment. Preparatory works such
as audit, contract negotiation and set-
ting up a base line are all useful for
the manufacturer as information can
help shape a new image of the com-

pany management. For this reason, the
manufacturer must select an energy
services company based on criteria of
competence (not just technical skills)
and not only according to finance.

The financial criterion is not the first
The issue of funding the contract per-
formance is secondary. If it is based
on a reliable, credible and bankable
partnership, then project funding will
be found. Performance contracts can
be financed by a third party or by the
manufacturer itself. A financial institu-
tion will more readily finance a project
if it can assess the quality of the “tech-
nical and managerial signature” of an
energy service company.

Introduction of contractual flexibility
The relative lack of development of
energy performance contracts in Russia
is due to the fact that the parties want
too specific contractual commitments
and do not accept a flexible interpreta-
tion of the contract. Often, the federal
regulation says too much and requires
the parties to submit to binding con-
tractual obligations. In reality, only the
parties can define what suits them.

The performance contract pre-
supposes an agreement in principle
between the parties about what each
does. This agreement will result in a
contract which clarifies the roles and
responsibilities of each party. Is it really
useful to penalize a contractor who
does not reach hundreds of guaranteed
savings when it has already achieved
40 or 60% savings? Chemical purity
does not exist; it is necessary to define
an objective contractual base line, but
the parties must agree that much can
change and a flexibility in interpreta-
tion is required throughout the life of
the contract. In short, the principle of
contract performance should remain
as much as it can a win-win scheme.

Based on these three conditions, a
manufacturer can find a reliable ener-
gy services company with which to
embark on the path of improving ener-
gy efficiency. Here we must emphasize,
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in my opinion, the equipment suppli-
ers, as Russian industry will be much
more open to a technology manage-
ment approach. European experience
relevant to Russia is in several areas:
Infrastructure Building: in Mitel-
Ifart  (Denmark), the municipal-
ity entrusted Schneider Electric, after a
tendering process, with the renovation
of 97 municipal buildings (184,000m?)
with the aim of covering the renovation
investments by generated savings. An
audit conducted on eight pilot buildings
showed potential gains of 24% com-
pared to the average consumption of
the last three years. An investment plan
worth EUR 6 million was developed
with a gradual classification of measures
according to the return time on invest-
ment (from 2 years to 10 years). In the
contract signed with the municipality,
the savings to be achieved were limited
to 85% of the potential savings in order to
reflect unquantifiable and unpredictable
factors. The period of investment has
been spread over three years, after which
a maintenance and guarantee period
lasts for 10 years. The contract provided
that in the event of non-achievement of

the contractual performance, the energy
services company must pay the differ-
ence between actual performance and
contractual performance or re-invest in
order to achieve the contracted perfor-
mance. After a few years of operation,
the contract has made an average of 21%
energy savings for the municipality, or
EUR 0.5 million per year.

Industry: In a subsidiary of a glass-
maker in France, Schneider Electric
managed a true turnkey energy control
project, including the phases of audit,
energy expertise, proposals, implemen-
tation of technical solutions and project
management. Five areas of the plant
were analysed in detail and made the
subject of proposals for energy sav-
ings. A system for heat recovery from
fumes at the outlet of the furnace was
installed, using electrostatic filters with
a steam generator and a steam turbine.
Existing compressors were replaced and
the power supply was switched from
200 to 400V in order to allow variable
speeds. Finally, the fans of the cool-
ing towers were equipped with variable
speed drives. Total estimated earnings of
this investment (of around EUR 3 mil-

lion) provided a return on investment
in 8 to 10 years. The customer funded
this through a lease with several French
banks. They have been particularly sen-
sitive to the contribution of Schneider
Electric not only for estimating correctly
the savings but also for project manage-
ment and meeting deadlines.

A similar approach was used by a
French mining and metallurgical group.
Investments were made in energy
recovery with the installation of a heat
pump at the outlet of the cooling water
circuits, then in lighting, then in build-
ing management. Finance for these
investments (EUR 0.5 million) was
secured by an assignment of debt with
a de-consolidating scheme according to
IFRS norms for the two parts.

Industry thus provides a test-bed
for energy performance contracts.
Governments should encourage free-
dom of contract and not restrict it.
Manufacturers must develop genuine
partnership strategies and be less reluc-
tant to sign contacts with major part-
ners who have strong expertise in their
fields so they can achieve great success
with energy efficiency. BQ
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PERFORMANCE CONTRACTS AT AvtoVALZ -
A KEY SOURCE OF ENERGY SAVINGS

Maxim Grishin, President’s Adviser, JSC AvioVAZ

SCO-operated,  performance-

based energy service contracts

have become a key source of ener-

gy savings at JSC AvtoVAZ. Per-
formance contracts make possible the
implementation of modern technical
solutions, generating considerable sav-
ings in economically effective projects
and complying with energy efficiency
legislation. I am pleased to share the
experience of AvtoVAZ working with
an ESCO to optimize its energy con-
sumption.

A lot has been said about Russias
energy consumption in recent years.
Attention has been paid to the question
at national level and the relevant legisla-
tive action has been taken, particularly
the Federal Law (23 November 2009) Ne
261-FZ, On Energy Savings and Energy
Efficiency a Improvements. Expert opin-
ion on the results of its execution and its
effectiveness vary.

During an energy efficiency seminar,
the head of energy at a major metal-
lurgical plant commented on the issue
of participation in state financed energy
efficiency programs and the utilization
of tax incentives, saying that his com-
pany never counted on help from the
state and would rather not have the state
interfere in the implementation of the
plants energy efficiency initiatives. Such
an attitude, though radical, presents the
position of a commercial entity making
real efforts to reduce its energy bills.

In my opinion, this law, if properly
interpreted, will help development. One
of the requirements of 261-FZ for a com-

pany whose energy bill exceeds 10 mil-
lion roubles is having an energy passport,
prepared after an energy audit by an
appropriate energy audit company. Audit
procedures include identification of the
company’s energy savings potential, sug-
gestions for energy efficiency measures
and an analysis (if possible) of the com-
pany’s energy efficiency program.

An energy service contract, whose
realization results in the reduction of
total energy consumption, definitely has
a place in such a programme.

It is worth noting that even though
there is a lot of scepticism with respect to
the legislator's methods and approach to
decreasing national energy consumption,
in my opinion this is a unique chance for
energy maintenance heads at production
plants to implement the efficiency proj-
ects they have been unable to find room
for in a company’s budget for years.

Depending on the availability of
financial resources, companies choose
the most effective ways of financing
their projects. As a representative of
the energy management system of
AvtoVAZ, I can state that the best way
for us to generate energy savings under
the current conditions is performance-
based contracts.

Whereas internally generated admi-
nistrative consumption-cutting and
energy efficiency measures do not
require significant, if any, investment,
energy efficiency projects generally deal
with the replacement of equipment.
Despite the fact that projects bring
savings and reduce energy consumption,
getting the investment budget for them
is usually a difficult task.

Performance-based contracts are
easily approved since they require no
investment by the company and they
improve the P&L by reducing operating
expenses. This is especially useful when
borrowing facilities are fully utilized.

Performance-based contracts, most
of which were entered into during the
economic crisis period, made it possible
for AvtoVAZ to save more than 5% of

its annual energy consumption, mostly
due to the existence of performance
contracts. There are several projects real-
ized by Fenice, a specialized ESCO in
the EDF group. Under performance-
based contracts, we share with Fenice
the savings in energy resulting from the
modernization of the centralized com-
pressed-air production system, the auto-
mated control of heating systems and
compensation for active and reactive
energy. AvtoVAZ's share of nett savings
amounts to millions of dollars per year.

Reporting savings generated from
performance contracts is important. It
is necessary to trace how a company
reports the energy savings data to the
appropriate internal and external bodies.

The effect on a company from the
realization of performance contracts is
a decrease in the company’s total con-
sumption and its energy bill. The savings
are decreased by the payments made to
the ESCO for their services in order to
arrive to the nett economic effect.

For national energy statistical pur-
poses, the decrease in kW/h terms
and the respective decrease in mon-
etary terms are important. This data is
included in the energy passport, whose
aggregation and analysis is done for the
purposes of “inventorisation” of Russias
energy balance. It is also important for
the specific consumption indicators at
plant and technological process level,
and ideal for benchmarking purposes.

The nett cost of sales decrease,
though, is the amount that is brought to
the attention of the finance and econom-
ics department of the company. Both fig-
ures should be explicitly indicated in the
company's energy efficiency programme
in order to provide transparency and to
act as a single source of data.

Over the past three years AvtoVAZ
has felt a positive effect from this
approach. In my opinion, energy ser-
vice performance-based contracts could
become best practice for energy effi-
ciency solutions for Russian production
companies. B
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EQUIPMENT MANUFACTURERS AND
ESCOs: NATURAL PARTNERS TO
PROVIDE BUILDING ENERGY SAVINGS

Paul Alias, Marketing Director, Legrand Russia, CIS

he construction sector is the big-

gest single energy consumer in

Europe, accounting for 40% of

overall consumption, and is up by
30% over the last 30 years. Commercial
sector buildings in particular should
see their surface increase by 20%
between now and 2030. On a positive
note, confirmed by the new European
Directive on Energy Efficiency, this sec-
tor presents considerable potential for
lowering greenhouse gas (GHG) emis-
sions, with a commitment to cutting
both energy consumption and CO:
emissions by 20%.

SERVICES DEDICATED TO OPTIMISED
OPERATIONS
As the business model of European
energy suppliers is being fundamental-
ly reworked to take account of the need
to provide innovative services match-
ing new environmental restrictions,
the role of Energy Services Companies
(ESCOs) is that of third-party opera-
tors. They need to be able to perform
building energy audits and consump-
tion analysis, then put in place action
plans involving quantifiable amounts of
energy savings and, where appropriate,
the use of renewable energy sources,
while providing a guarantee of lasting
long-term results. Corrective action
plans are used to ensure achievement
of the targets set by thermal manage-
ment regulations and eco-labels. To

ensure an effective service and reduce
conflicts of interest, ESCOs work inde-
pendently of equipment suppliers.

EQUIPMENT MANUFACTURERS AND

ESCOs: NATURAL PARTNERS
The ultimate purpose of ESCOs is to
propose energy efficiency contracts
guaranteeing investors and operators
an overall reduction in their energy
bills. Equipment manufacturers are a
natural partner for ESCOs in this con-
text, and provide them with support
through information and/or training
on the available solutions for an opti-
mized approach to energy efficiency:
measuring, presence detectors and
lighting management, dry-type trans-
formers, power factor compensation,
etc. For example, measuring solutions
enable ESCOs to perform energy
audits by taking local or remote con-
sumption readings in both new and
existing buildings. ESCOs are thus very
much at the heart of the pursuit of
energy efficiency, combining efficien-
cy and effectiveness while optimizing
human and financial resources over the
long term.

PRACTICAL SOLUTIONS FOR ENERGY
SAVING IN COMMERCIAL BUILDING
The measurement and visualization of
consumption are necessary prelimi-
naries before analyzing and setting up
action plans. For practical energy sav-
ing, there are easy-to-install and ready-

to-use solutions:

(1) Lighting: presence sensors (for
occupancy or vacancy; and for daylight
detection) can save up to 55% of light-
ing energy consumptions offices.

(2) Oftice work-station equipment
(computers, printers, fax, coffee
machine, etc.), when plugged to “green
sockets” linked to timers, will cut elec-
trical consumption during nights and
over week-ends.

(3) Emergency Lighting: the use of LED
technology will extend their lifespan
and reduce consumption.

(4) Scenario switches in meeting rooms
will not only enable all-off functions to
save energy, but will also improve com-
fort and working productivity. This is
a reminder that energy saving is not
only a question of technology but is
also dependent on individual behavior
change. BQ
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THE PUBLIC SECTOR: ESCOs -
THE KEY TO THE LARGEST RUSSIAN
ENERGY EFFICIENCY MARKET

Anastasia Nazarenko, Senior Consultant, Lighthouse Group

he public sector is one of the most

energy-intensive parts of the Rus-

sian economy, ahead of the agri-

culture, construction and machin-
ery sectors. The energy consumption of
public buildings is equivalent to nearly
10% of the budget of an average Russian
region. At the same time, during man-
datory energy audits of public build-
ings, the energy saving potential has
been calculated at 30-45% of the energy
consumed, equalling several billions of
dollars.

Despite this, ESCOs have not yet
been able to tap into this potential mar-
ket because of the inconsistent legal
framework within which the ESCO
businesses in Russia must operate.
Other problems are the lack of avail-
able capital and the low motivation
for energy efficiency in the public sec-
tor. This makes energy performance
contracting (EnPC) with public sector
clients a high-risk business. Intensive
consultations with the Russian ESCO
sector have shown that companies are
willing and able to execute energy ser-
vice projects in the public sector. How-
ever, these companies require techni-
cal support in mitigating the project
risks associated with the discrepancies
between tender procedures and the
legislative framework , as well as help
from the government to build capacity
for EnPC projects in the public sector.

The public sector is potentially the
largest market for ESCOs in Russia. One
of the objectives of the government is to
reduce energy consumption in public
buildings by at least 15% in the period
of 2011-2015 without additional invest-
ment. EnPCs could be an ideal solution.
Importantly, they could also improve the
comfort level of the teachers and stu-
dents, doctors and patients, civil servants
and other users of the public buildings by
upgrading the ventilation, heating and
lighting systems. Nevertheless, despite
the interest in ESCO activities in the pub-
lic sector, both by ESCOs and municipal
governments, up to now there have been
almost no examples of successfully com-
pleted EnPC projects in the public sector
in Russia.

In this article [ will describe the main
challenges which ESCOs face when try-
ing to tap into the EnPC potential of
the public sector. While studying the
ESCO and EnPC financing markets,
interviewed twenty of the largest Russian
ESCOs. The following five challenges for
ESCOs in the public sector became evi-
dent based on the practical experience

of these companies: the small capacity of
the EnPC market in the public sector, the
human factor in the execution of EnPCs,
discrepancies in the legal framework,
imperfections in tender procedures and
the lack of available capital.

One of the challenges for ESCOs is
the lack of practical experience in execut-
ing EnPC projects in the public sector
because of the small size of the market. It
is supply-driven, so the few existing proj-
ects are based on direct arrangements
between ESCOs and municipal govern-
ments. Generally speaking, the ESCO
designs the project and prepares the ten-
der documents, so that it is appropriate
for only one company. This individual
approach to projects limits the scalability
of the ESCO business and gives oppor-
tunities mainly to companies which are
already supplying goods or services to
these municipalities. For this reason,
some of the ESCOs currently imple-
menting EnPCs in the public sector are
spin-ofts from regional energy suppliers
and IT integrators.

The second challenge of the ESCO
business is the human factor, which can
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impact on the successtul implementa-
tion of energy saving measures in a public
building. The human factor is manifested
in the lack of awareness, motivation and
culture of energy saving by public clients.
During the energy audits of schools and
kindergartens in various regions, ESCOs
have identified unregistered energy con-
sumption for purposes like a car wash, a
fitness club and even a sauna. Using energy
resources for non-core activities is more
common among public sector clients than
implementing energy saving measures.

First of all, managers of public build-
ings have no direct motivation to sign
an EnPC. The part of the energy savings
attributed to the public client cannot be
spent on salaries or bonuses, but needs to
be invested into further improvement of
energy efliciency, so the building owners
do not “feel” any money resulting from
the savings. Secondly, energy efficiency
may be a key term in regional and munic-
ipal government policy, but mid-level
decision-makers have no knowledge of
it and no instructions on how to treat
EnPC projects. Neither can they per-
form regular verification procedures and
execute payments to the ESCO under
the budgetary code. Finally, the level of
energy saving literacy of building opera-
tors is still extremely low. These operators
tend to be rather conservative, and one
course on the use of energy efficient
equipment provided by an ESCOs is not
enough to counteract this.

The third challenge for ESCOs is the
legislative framework, which does not
take into account the nature of EnPC
contracts and the specific risks of initiat-
ing and executing these projects. Such
risks include mistakes in determining the
baseline during the initial energy audit,
difficulties of verification of savings in
comparable conditions, and excessive
bureaucratic requirements for an EnPC.
Such risks directly influence the size of
the remuneration of the ESCO.

Consulted ESCOs have noted the
low efficiency of the mandatory energy
audits in public buildings and on existing
energy passports. A lot of companies per-
forming energy audits launched this new
service because of the growing demand
for mandatory audits, but they do not
have the required expertise and profes-
sional staff. Energy audits are performed
in 72 hours, often without even visiting
the actual site. The access to primary data

in the public sector also needs consid-
erable improvement. Currently around
30% of the public buildings are still not
equipped with heating meters, and more
than 50% lack cold water meters.

Project risks associated with the veri-
fication of energy savings in comparable
conditions are not regulated by the current
contractual arrangements and legislative
framework. There is no commonly used
methodology, or standards of measure-
ment and verification in comparable con-
ditions, which would be widely accepted
by the ESCOs, public clients and finan-
ciers. Thus, the verification process can
lead to disputes between the parties and
last for several months. Some ESCOs have
encountered an intentional increase of
energy consumption by public sector cli-
ents through installation of new and more
powerful equipment or inappropriate
usage of resources, for example using hot
water to get better ice on a school skating
rink. Resulting from this, companies are
forced to establish an on-site project office
or install automated remote control moni-
toring and metering devices, which are
usually not included in the project budget.

As energy service activities and
EnPCs are not clearly defined in Russian
legislation, the contract can be interpret-
ed by the public client in its own favour.
Public entities enforce the same require-

ments for an EnPC as for a standard
civil works contract, including manda-
tory expertise of the project plans, design
documents and other paperwork.

Discrepancies in the legislative frame-
work are closely linked to the fourth chal-
lenge of the ESCO business in the public
sector: the imperfections of tendering
procedures. The tender process for EnPC
projects falls under the standard rules of
state procurement without taking into
account the nature of energy service
activities. For example, a factor like the
accumulated savings attributed to the cli-
ent is not taken into consideration.

One of the main factors contributing
to the rapid development of the ESCO
business in the public sector worldwide is
the standardization of the building stock
and the opportunity to use economies of
scale when executing a number of identi-
cal projects. But the current tender legisla-
tion in Russia makes this nearly impossible,
as ESCOs need to sign separate contracts
with every public building operator, each
time completing the full paperwork.

The fifth challenge for the ESCO
in Russia is the lack of available capital.
There are four groups of ESCOs oper-
ating here: engineering companies and
equipment producers, spin-offs from
energy suppliers, spin-offs from IT
integrators, and subsidiaries of finan-
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cial institutions like Gazprombank and
Sberbank. Only the last group has free
access to financial resources to invest
into EnPCs. The most active ESCOs,
which have the right technical exper-
tise to implement projects in public
buildings, are small and medium-sized
engineering and construction compa-
nies, which have minimal assets and
their own capital. Banks offer such
companies loans on general terms with
interest rates of at least 15% with high
requirements for down-payments and
collateral. Lack of available funding
limits the possibility of an ESCO to
execute large-scale projects and forces
ESCOs to form consortia in order to
jointly fund and execute projects.

All the above challenges are con-
straints on the development of ESCO
markets everywhere. They were suc-
cessfully overcome in some of the devel-
oped countries with the support of gov-
ernment, assistance from international
financial institutions and initiatives for
sector associations and partnerships.
Experience in Eastern European coun-
tries shows that technical assistance to
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for industry on the basis of an innovative model

FENICE RUS is an ideal partner for industrials,
public or private, seeking tailored energy solutions.

www.fenicerus.ru
fenice.rus@fenicespa.com

public clients in the preparation of ten-
der documents and drafting contracts
can create confidence on the part of
the ESCOs and stimulate EnPC activi-
ties in the public sector. The awareness
and motivation of public clients can
be raised by creating a set of clear offi-
cial instructions and recommendations.
Awareness campaigns are also impor-
tant for creating a positive image for
energy efficiency and raising knowledge
about energy-saving technologies and
measures among the general population.

Both ESCOs and financial institutions
note that execution of several show-case
pilot projects in the public sector can boost
activity. At the moment, stakeholders have
ashortage of practical knowledge of EnPC
mechanisms and project risks. Evaluation
of a reallife project can help create an
effective risk management program and
allow financial institutions to develop spe-
cial financial instruments, such as factor-
ing of receivables under an EnPC.

In order to build capacity for the
EnPC market in the public sector, the ini-
tial efforts of the energy service commu-
nity should be concentrated on organiz-

ing and streamlining the EnPC process
in one segment with the lowest possible
risks. In the Russian market, this is the
street lighting segment. EnPC projects in
street lighting can be implemented in a
controlled environment with minimum
human factor risk, and can be easily repli-
cated, scaled up and adapted to any Rus-
sian region. Systematic development of
the ESCO business in the street lighting
segment will attract third-party funding
to the sector and demonstrate the ben-
efits of EnPCs to Russian municipalities.
The willingness and ability of ESCOs
to engage in EnPC projects with pub-
lic sector clients is clear, but the young
ESCO sector needs support from the
Russian government, and technical assis-
tance from international institutions, in
order to jump-start activity on a wider
scale and tap into the substantial potential
that exists. But the main step towards the
development of the ESCO market in the
public sector is raising awareness among
policy makers, managers of public build-
ings and the population at large. We hope
that this edition can contribute towards
achieving this important objective. B
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EnPCs INTHE PUBLICSECTOR

espite several unresolved issues in
connection with public procure-
ment and budget legislation (cov-
ered by other authors in this mag-
azine), there are a number of Energy
Service Companies (ESCOs) in Russia
that have accumulated large portfolios
of public sector EnPCs worth several
million dollars in future savings. The
key barrier to a faster uptake of market
opportunities faced by these compa-
nies is not the lack of capital, or legisla-
tive hurdles (these constraints are at the
bottom of the list), but rather a lack of
capacity on the part of beneficiaries of
these projects to prepare quality tender
documents for the public facilities in
need of an energy efficiency upgrade.
This bottleneck is not specific to
Russia though. In other markets where
the European Bank for Reconstruction
and Development (EBRD) operates and
where it has supported ESCOs, such as
Bulgaria and Romania, ESCOs face the
same challenges. To tackle this problem
in a consistent manner, the EBRD has
ensured that in Russia and other mar-

Alexey Zakharov, Product Development Manager, Energy
Efficiency and Climate Change Team, European Bank for

Reconstruction and Development

kets where the Bank is investing (or is
planning to invest) in ESCOs and EnPC
projects (such as Ukraine, Poland and
western Balkans), public sector clients
are offered technical assistance pro-
vided by high-quality international and
local consultants hired by the EBRD in
order to prepare and implement EnPC
tenders, thus helping to create the basic
market demand for ESCO services.
These consultants’ services are paid for
by a grant from the Global Environ-
mental Facility (GEF)".

The program combines advisory
services with investment support to
enable regions and/or municipalities
to develop and implement energy effi-
ciency programmes in public buildings.
It consists of the following components:
= Technical assistance programs to

selected regions/municipalities for
developing and implementing ener-
gy efficiency projects in public build-
ings. This includes preparation of the
pilot project, including an energy
audit of buildings, development of
the investment plan, financial model,

! Global Environmental Facility (GEF) is an
international climate change donor agency
under the auspices of the UN. The GEF-funded
program runs for 5 years from November 2010
to October 2015. In early 2011, the EBRD
hired a consortium of Russian and interna-
tional consultants with expertise in the techni-
cal, legal and financial issues related to energy
performance contracting to support the EBRD
in implementing the Program.

monitoring and verification proce-

dures and training, preparation of

model EnPCs and tender procedures
and documentation, training for staff
of the municipality and potential par-
ticipants in the tender (ESCOs, engi-
neering companies).

= Policy support to the Ministry of

Economic Development and local

authorities to develop the necessary

regulations to ensure the successful
implementation of the projects, and
their scaling up.

= EBRD financing of Energy Efficiency
projects in public buildings through
the following options:

- A direct loan to a private company, a
so-called ESCO, implementing the
energy efficiency project.

-Loans or guarantees of loans to
dedicated energy efficiency financ-
ing facilities to be established by
Russian banks, other financing com-
panies or companies active in the
energy services sector (private and
publicly owned) or regional govern-
ment authorities.

In May-June this year, the city of
Omsk will call for tenders for EnPC
projects as part of a large program of
creating a market for such projects
in the public sector, supported by the
GEF grant.

A total of about 14 buildings, all of
them schools and kindergartens, will
be offered to potential ESCOs for ener-
gy efficiency upgrades through con-
cluding an EnPC between the winning
bidder and the school or kindergarten
in question. Next year, two or three
more cities will join the pilot regions’
club, while Omsk should see buildings
put out to tender on a larger scale.

And here is where the issue of avail-
ability of capital comes to the fore.
Although the EBRD is able to provide
long-term financing to ESCOs directly,
it is unlikely that many engineering
companies will be willing to take on
large sums of long-term debt for the
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benefit of third parties (schools, hos-
pitals and the like). The Bank there-
fore expects that the market will get a
serious development boost only when
there are a number commercial entities
willing to use their capital for the sole
purpose of buying receivables on con-
cluded EnPC contracts from ESCOs
though factoring transactions. The
EBRD is searching for such players and
is ready to consider different approach-
es from a variety of sponsors (ESCOs,
banks, public authorities, etc.) in order
to create a financial instrument suitable
to their needs. Such a facility, when
it emerges, will help ESCOs get refi-
nanced. That in turn will free up capital
for new EnPC tenders.

The EBRD is also actively involved
in shaping the legislative landscape of
the public EnPC sector, which has quite
a number of hurdles to overcome. The
Bank is working both with the Ministry
of Economic Development on address-
ing the issues and through other forums
(for example the Working Group of the
Duma Energy Committee). One of the
significant outcomes worth mention-

ing are two amendments to procure-
ment legislation that will take effect
from 1 January 2014.

The first links the collateral require-
ments of ESCOs to savings (as opposed
to linking them to the volume of client’s
energy consumption as is done today;
utility bills are always much larger than
savings).

The second makes EnPCs eligible
for the competitive negotiation type of
tender envisioned in the Federal Con-
tract System Law, the new procure-
ment law that will come into effect on 1
January 2014. Competitive negotiation,
officially called a “two-stage tender’, is
a radical departure from the one-stage
tender of today, under which ESCOs
cannot comment on the adequacy of
a range of tender requirements and
specifications proposed by clients.

That said, of the public sec-
tor EnPCs, it should also be noted
that a breakthrough has already been
achieved in the area of industrial
EnPCs. In December 2012, the EBRD
financed one of the first dedicated
industrial sector ESCOs in Russia,

Fenice Rus, a 100% subsidiary of an Ital-
ian ESCO, EDF Fenice (which is ulti-
mately controlled by EDF, Electricité
de France). The EBRD provided Fenice
Rus a seven-year local currency loan
equivalent to EUR 20 million to fund
the energy efficiency investments that
the company will be making under its
growing portfolio of industrial EnPCs.
Fenice Rus has been active in the Rus-
sian industrial market since 2009 when
it signed the first EnPC with AvtoVAZ,
the largest carmaker in Russia.

The EBRD's work on the develop-
ment of the market for energy per-
formance contracting is integral to
the Bank’s Sustainable Energy Initia-
tive (SEI), which places an important
emphasis on promoting energy efhi-
ciency investments across all sectors
by combining financing with technical
assistance and policy dialogue aiming
to catalyze such investments. Since the
launch of its SEI in 2006, the Bank has
invested over EUR 2.4 billion in energy
efficiency projects in Russia, resulting
in annual COs reductions of over 18.1
million tonnes. [BQ]
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AEB AND EBRD BACK LABELLINGTO
PROMOTE ENERGY EFFICIENCY IN RUSSIA

Natasha Khanjenkova, Managing Director, Russia, EBRD

uying energy efficient household
goods can still be difficult in Russia.
Sales staff in most shops tend to
promote wares on the basis of the
attractiveness of their design or the addi-
tional functions they can perform, but
are at a loss when asked which particular
model is the most energy efficient.

The fact that the AEB and EBRD are
cooperating to make it easier for buyers
to invest in energy eflicient equipment
is therefore both a timely and welcome
development.

It offers an important opportunity
for Russia since companies investing
in modern energy efficient equipment
can help to reduce costs and improve
their competitiveness, not to mention
the environmental benefits.

One of the tangible outcomes from
the cooperation between the AEB and
the EBRD is the development and roll-
out of an energy efficiency endorse-
ment label. Such endorsement labels
have proven extremely effective in
many other countries — from the USA
to China, and from India to Australia.

These labels help to transform the
market by creating consumer awareness
of the benefits of energy efhiciency by
helping to distinguish energy efficient
equipment from that which is more
energy-intensive. Companies that have
adopted such labels in other countries
have seen their sales and market share
of energy efficient equipment increase.

The AEB Board’s decision to take
on the role of label scheme owner and
operator in Russia places the Associa-

tion of European Businesses as a clear
champion of energy efficiency equip-
ment in this country.

The endorsement label scheme is
being developed in stages. The first
equipment type to be covered by the
label is stationary electric motors, a
segment that is one of Russian indus-
try’s huge energy users. This will be
followed by labelling for energy efhi-
cient windows, refrigerators and other
equipment types yet to be determined.

It is important to be able to link the
increased consumer awareness gener-
ated by the label scheme to the avail-

THE AEB CONFERENCE
CENTRE IS AVAILABLE
FOR YOUR MEETINGS
AND CONFERENCES

ability of the finance needed to buy
such equipment.

This is why the AEBSs decision to
work closely with the EBRD’s Russian
Sustainable Energy Finance Facility
(RuSEFF (see www. ruseff.com), as well
as with local banks showing an interest
in energy efficiency investments, is to
be welcomed.

The AEB endorsement label
scheme will take time to implement,
but it marks a first step in educating
not only the buying public but also
sales staff about the importance of this
issue.

*
*

*
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AEB

Association of
European Businesses

Up to 3 rooms, accommodating 10-70 people

5-minute walk from Novoslobodskaya metro station

Equipped with WiFi and a modern air conditioning system
Multimedia overhead projectors, professional audio equipment,
laptops, flip-board available for your convenience

Coffee breaks

Affordable pricing, with even better rates for AEB members

Contact: Vera Solovaya

Email: vera.solovaya@aebrus.ru, Tel.: +7 (495) 234 27 64 ext. 149
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Annual General Meeting

On 18 April 2013, the AEB held its Annual General
Meeting at the Swissotel Conference Centre. Most
AEB members and many distinguished guests partic-
ipated. Attendees were greeted by Reiner Hartmann,
AEB Board Chairman, Fernando Valenzuela, Head of
the Delegation of the European Union to the RE and
Tatyana Valovaya, Member of the Board, Minister for

Macroeconomics and Principle Directions of Inte- %ne, il .
gration, Eurasian Economic Commission. c an 4!halrman of the el

Reports on the achievements and results of The 2012 Annual Report, 2012 Financial Report, and 2014 Budget
2012 were delivered by Frank Schauff, AEB CEO,  were presented.
Donald Scott, Chairman of the Council of National The Association is pleased to announce the re-election of Frank
Representation and Marco Koschier, Chairman of ~ Schauft as the AEB Chief Executive Officer and the election of René
the Auditing Commission. Pischel as an AEB Auditing Commission member.

¢ b
i ". -
Reiner Hartmann, Chairmansef the AEB Board

= ol .
igctive LobL q ! . Sponsors of the Grand reception:
TN, JBE The platinum sponsor:

, [l L AUFEN

*

B Director, ROCA; Frank Schauff, AEB CEQ The go'd sponsor:
The Meetmg was followed by Grand Reception. We would like to thank the

platinum sponsor of the Reception LAUFEN and the gold sponsor ROCA for RO c a
their support.

Swiss EuroReception
The Embassy of Switzerland and the
Association of European Businesses
held the Swiss EuroReception. Numer-
ous guests had the pleasure to view an
exhibition of the prize-winning and
nominated watches of the “Grand Prix
d'Horlogerie de Geneve’ The Recep-
tion took place at the residence of the
Swiss Embassy, 28 November, 2012.
We kindly thank the sponsors of the
reception: platinum sponsor Phillip

M is Sal d Marketi Ltd L-R: Ruslan Kokarev, AEB 00; Olga Bantsekma ug Chaa\he AEB Board, Chair of the AEB HR Committee, C“i'uef represenfative, (olem
orris sales an ar (etlng td as Services UK; Philippe Pegorier, President, ALSTOMJua Member of the AEB Board; H.E. Pierre Helg, Ambassadof of Switzerland to the R
well as go[d sponsor Syngenta' Jacques Derron, Head Economic Affairs and ScienceiSvetlana Lomidze, AEB External Relations Director
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Polish EuroReception
On 22 January, 2013 the Polish
Embassy opened its doors to
high-ranking guests, top busi-
nessmen, AEB member com-
pany representatives and the
media. We wish to acknowledge
our sponsors: the gold sponsor
ORANTA, the silver sponsor
Lindab as well as sponsors Bella

Italian EuroReception

H.E. Antonio Zanardi Landj, the Italian Ambassador, and his
spouse kindly hosted a reception for AEB members at their
residence on 26 March 2013. We heartily thank the sponsors
of this high-level event: platinum sponsor FIAT and silver
sponsors Chiesi, Enel, Eni.

H. E. Wojcieeh Zajaczkowski, Ambassador of
Poland to the RF

L-R: Frank Schauff, AEB CEO; H.E.Antonio Zanardi Landi, Ambassador of Italy to the RF; Reiner Hartmann,
AEB Board Chairman

srTrakon

e Loblweng

1-R: Enrico Viale, CEO, Enel OGK 5} Giuseppe Valenti, Deputy Gefieral Director, Eni Energia

Guests at the reception

The Fourth Northern Dimension Forum
On 4 April 2013, the Fourth Northern Dimension Forum was held in St. Petersburg, with more than 350 delegates attending.
The Forum was organized by the Northern Dimension Business Council and the AEB.

This year's Forum was devoted to important issues associated with deepening trade and economic cooperation, and
moving from predominantly trade activity to investment in various sectors of the national economies within the Northern
Dimension area. Special attention was paid to the regions of the North-Western Federal District of the Russian Federation
and neighbouring European regions.

We acknowledge the General Partners of the event Fortum and Severstal, our silver sponsors Ego-Translating, Pepeli-
aev Group and Vodokanal of Saint Petersburg; as well as sponsors NovoNordisk, MAERSK Line and car sponsor Porsche
for supporting the event.

|
L-R: Rgl}g Aasheim, Consul General of Norwayili St. Petersburg; a
Peter Balas, Deputy.General Director, DG Tradé, European Compiission; MikaeliAro, Presidentiand
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Trends and prospects for the
Russian pension system

On 9 April 2013, the AEB held an open event
“Trends and Prospects for the Pensions System
in Russia’ The event was moderated by Alexan-
der Lorenz, Chairman of the AEB Insurance &
Pensions Committee, Raiffeisen Pension Fund.
The audience was given a comprehensive update
on pension reform and the market, as well as an
analysis of the likely future of the pension system
in Russia. The event also made possible exchang-
es of experience in the practical implementation
of different pension solutions. The event was
kindly sponsored by Raiffeisen Pension Fund.

| l F .
I.R Alexander Lorenz, Chairmanig fAEB lns ltafice&Pensions Committee, Chamn;n of the Council, Ralffelsen enon Fund; '§8
Olga Truba(h Pensmns Bu;lnesevelome t )

4ZA0 ALICO Insurancg) (ompany, Arkady.Nedbai, Pres -[fﬁ NPF Allignz

LT

Briefing by Igor Artemiev, Head of the Federal Antimonopoly Service

-

of the'AEB LegalCom ltee,'gorAnemlev,J;lead ofthe FAS; Natalla_KhanJenkova Managing Directqr,
EBRDAFrankiSchantr, AEB CEQN === —

- H
-R: Ole-Bjorn SjulstadaGer eral Dlr'%g Telenor Russia AS; AIexStoILrsku BEI Burkhardt, Ch 1

On 25 April, 2013 the AEB held a briefing with Igor Arte-
miev, Head of the Federal Antimonopoly Service of the
Russian Federation. The meeting was co-chaired by Frank
Schauft, AEB CEO, and Alex Stoljarskij, Chairman of the
AEB Legal Committee. The issues discussed at the briefing
included: current practice after the implementation of 3%
antimonopoly package, further changes to competition law
(exclusion of notifications in merger control etc.), Strategic
Sectors Law (FL-57), the parallel import issue, current prac-
tice under 223-FZ (procurement state-controlled companies)
and its further development, and advertising law (financial
services advertising: current FAS practice). The AEB highly
appreciates the fact that Mr. Artemiev and his colleagues
observe the tradition of regular meetings with representatives
of European companies in Russia.

HR Conference 10 Years of HR in Russia: Achievements and Prospects”

L-R: Ruslan Kokarev, AEB C00; Olga Bantsekina, Chair of the AEB HR Committee, Deputy Chair of the AEB
Board, Chief representative, Coleman Services UK; Tim Carty, Partner, Erst & Young, Former Chair of the
AEB HR Committee

Ekaterina Ukhova,-Partner,':Ernst & Young, Chair

Michael Germershausen, Antal Russia, Managing
Director, Chair of the Recruitment Sub-Committee

of the Compensation & Benefits Sub-Committee

The 10™ Jubilee AEB HR Conference, titled “10 Years of HR in
Russia: Achievements and Prospects’, took place on 16 May
2013 at the Marriott Grand Hotel, Moscow.

The conference focused on the developments in imple-
mentation of HR practices and strategies within the last
decade and gave an overview on the future of personnel
management in Russia.

This year, the HR Committee offered an interesting pro-
gramme with four special sessions prepared by the following
Sub-Committees: Assessment, Training & Development,
Compensation & Benefits, Labour Law, and Recruitment.

We kindly thank the silver sponsors of the conference:
Businessland, Coleman Services, FutureToday, IWM,
TMF Group and Work Service.
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Briefing by Timur M. Suleimenov, Minister of Economy and Financial Policy, EEC

On 17 May 2013, a briefing by Timur M. Suleimenov, Minister of Economy and Financial
Policy, Eurasian Economic Commission, was held at the AEB Conference Centre. The briefing
was dedicated to intellectual property issues: trademarks, establishment and administration of
Unified Customs Union Register of intellectual property objects and parallel import; technical
implementation of the information exchange process between the Customs Union parties;
administrative barriers cutback in customs administration.

The event was opened by Reiner Hartmann, AEB Board Chairman and Ruslan Kokarey,
AEB COQO, and chaired by Wilhelmina Shavshina, Deputy Chairwoman of AEB Customs and
Transport Committee, Legal Director, DLA Piper and Eugene Arievich, AEB Intellectual Prop-
erty Committee Chairman, Principal, Baker & McKenzie.

The event was widely covered in mass media.

"RaWilhelminaiShavs

RenerHartmal Chairma TlmurM SuIelmenov,Mlmster of Economy and Financial Policy, Eurasian Economic (ommlsswn (EEC); Samat Aliev, Deputy Dlre(tor, Entrepreneurshlp Department EEC; Rustam
Akberdin, Director of Entrepreneurship Department, EEC; Askar Kishkembaev,Head of Secretariat, EEC

10* Flagship Conference titled “Russia: What Strategy in a Changing World"
On 21 May 2013, AEB held its 10" Flag-
ship Conference titled, “Russia: What
Strategy in a Changing World"

The Conference was dedicated to
the following issues: the challenges and
possibilities of Russias presidency of
the G20; Russias key role for the Euro-
pean and national economies as an oil
and gas exporter; existing tools and
achievements in development, mod-

ernization and innovation within the - , =g " i )

R . P | . L-R: Alexander Ivlev, Country Managing Partner for Russia, Erst & Young; Sergey Stlor(hak RF Deputy Finance Minister; Ddd-Per-Brekk, Senior
ussian economy. Fanel sessions were Resident Representative, IMF in the RF ; Igor Yurgens, Vice- President, RSPF; Chairman of the Board, INSOR; RogerMunnmgs‘l_lﬁ_ngndent

moderated by Reiner Hartmann, Chair- RIS uan eI

man of the AEB Board and of the AEB Energy Committee, Alexander Ivlev, Country Managing Partner for Russia, Ernst &
Young and Michael Akim, Director of Strategic Development, ABB.

The topics discussed at the event, raised a keen interest of the guests and media representatives.

We express sincere gratitude to the gold sponsors Telenor and Shell as well as the silver sponsor E.ON.

L-R- Reiner Hartmann, Chairman of thelAEB Board and of the AEB Energy Committee; Vladimir Feygin,
President, Institute for Energy and Finap(e';'ﬁ'cﬁues de Boisseson; General Representafive in Russia, Total;
Igor Ignatiev, Deputy Country Chair.in Russia, Shell; Maxim Shirokov, General Director, E.ON Russia

Partners Group; Domlnlque Fache, President, Foundatlon Sophla Antlpo ; Irina Bakhtina, Director
Communications, Board Member Unilever; Vadim Kulikov, Head of Kullkov Innovatlon Centre, Chairman of
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AEB COMMITTEE UPDATES

CONSTRUCTION EQUIPMENT COMMITTEE

Open event “Construction Equipment Industry in Russia: Prospects and
Developments in the Current Economic Realities”

CR: Frank' chauff CEO, AEB; Andrey Komov, AEB Construction Equipment Committee Chairman, Volvo Vostok; Timur Mikaya Head of [
[Automobile and Agricultural Engineering Department, Ministry of Industry and Trade of the RF; Pavel Antonov, AEB Constru(tlon Equlpmen
Committee Statistics worklng group Chairman,(NH-KAMAZ Commerce; Mumin Azamkhuzhaev, President, (aterpllla?Eu y
[Ramzhaev; Head'of Import Support Department, EuroChem; Dmitry Serhin, PJT GM, Government Regulation Departfnent Komatsu

On 22 April 2013, the AEB Construction Equipment Committee held an open
event “Construction Equipment Industry in Russia: Prospects and Developments
in the Current Economic Realities”

HEALTH AND PHARMACEUTICALS COMMITTEE

Participants included foreign and
Russian construction equipment manu-
facturers, Russian mineral and chemi-
cal, construction equipment and buil-
ders associations, the Head of the Auto-
mobile and Agricultural Engineering
Department of the Ministry of Industry
and Trade, Timur Mikaya, as well as the
press.

The event focused on topical issues
for the industry: market overview, its
investment attractiveness and the latest
legislative changes.

The participants had an opportunity
to learn about activities of the Commit-
tee in 2012, its statistics programme
and to discuss localization experience
and the impact of introduction of the
disposal fee on producers and consum-
ers of construction equipment.

Round-table on Treatment Standards and Modernization of Drug Provision System

On 4 April 2013, the Health and Pharmaceuticals Committee held a Round

Table on Treatment Standards and Modernization of Drug Provision System

within the framework of the 4" Northern Dimension Forum in St. Petersburg.

The event was co-chaired by Sergey Smirnov, Chairman of the Health and

Pharmaceuticals Committee and Alexander Borisov, General Director of NTFF

Polysan. The lively discussion included such topics as

= Treatment standards and economic aspects of healthcare system;

= Treatment standards and drugs lists in the state procurement system at the
federal and regional levels;

= Experience of regional healthcare authorities in the field of treatment stan-
dards;

= Experience of the Northern Dimension countries in the field of drug provision
systems and treatment standards;

AlexanderKhadjidis, Chief Clinical Pharmacologist of the Healthcare
Committee of the Government of St. Petershurg

= Accessibility and availability of drugs within the framework of the existing system and development prospects;
= Dialogue of healthcare organizers, expert community and pharmaceutical industry on linkage between treatment stan-

dards and the drug provision system.

P
and Sergei Smirnov; Chairman of the AEB Health
Nordisk

Guests at the Round Table

AEB BUSINESS QUARTERLY - Summer 2013




3

HuUMAN RESOURCES & MIGRATION SUB-COMMITTEE

Open meeting on “Legislative Regulation of Workplaces: certification, compensations and distance work”

On 16 April 2013, the HR&Migration Sub-Committee of the AEB North-Western Regional Commiittee held an open meet-
ing on “Legislative Regulation of Workplaces: certification, compensations and distance work” the Chief Labour Inspector of
St.Petersburg, Olga Frolov was the guest speaker. She elaborated on the latest amendments as regards to the certification of
workplaces. Such issues as guarantees and compensation for work in harmful/hazardous conditions, recent developments
and legislative regulation of distance work, were also touched upon.

REAL ESTATE COMMITTEE

Open event “Green Building: from Theory to Practice”

On 25 April 2013, the AEB Real Estate Commit- |
tee held an open event titled “Green Building: from
Theory to Practice” The welcome speech was made
by Christophe Vicic, COO of Jones Lang LaSal-
le, Chairman of the AEB Real Estate Committee
and Jeroen Ketting, General Director of Lighthouse
Group, AEB Energy Efficiency Committee Chairman,
AEB Board member.

During the event, specialists covered such topi-
cal issues as: certification market overview in Russia:
LEED and BREEAM; DGNB Certificate — the Central
European premium quality building label for sus-
tainability beyond green and energy efficiency; legal
grounds for green building in Russia; development
prospects for national “green’” standard in Russia; expe- i HE=S

' " | = :
rience of South Gate Industrial Park — first BREEAM L-R: Dlavid Simﬁ's',-Managing Director, Ratlius GroupjGerald Sakuler, Deputy Chairman of the AEBIBoard; Anna Minayeva,
ified logisti . . Lawyelr, Beiten Burkhardt; Christophe Viit.C00, Jons Lang LaSalle, Chairman of the AEB Real EState Committee; Jeroen
certified ogistics property In Russia. Ketting, General Director of Lighthouse Gfpup, AEBIERergy Efficiency Committee Chairman, AEBBgard member; Maxim

The AEB l(ll’ldly thanks YIT, the platinum spon- | Kobert, KdAI'Board Member; Ksenia A épova,-Sus}plnal;EIity Manager, Jones Lang TaSalle; Victofiferma, General Manager,
YIT Elmek LLC, AEB REC Project Mana'g%ment & AgcillaryServices Working Group Chairman; Rashid Ismailov, Director,

sor and RuUkkl’ the silver sponsor of the event, for Green Standard Center, RF Ministry,of Natural Résources; Mark Pollitt, Head of Office Agency, Cushman & Wakefield, AEB
their support, REC Industry sub-sectors Working Group Chairriian; Dmitry Yuryev, Design and Pricing Director, Ruukki Rus LLC

SAFETY, HEALTH, ENVIRONMENT & SECURITY COMMITTEE

Open event “Corporate Social Responsibility:

incentives or obligations?”

On 23 April 2013, the AEB SHES Committee organized an open
event titled “Corporate Social Responsibility: Incentives or Obli-
gations?” The event provided the audience with an opportunity
to receive first-hand information on challenges and opportunities
as well as best practices in the CSR sphere in Russia. The high-
profile speakers representing both international and Russian
companies shared their extensive experience in the CSR sphere.

We would like to thank the silver sponsor of the confer-
ence, Total E&P Russie. Guests at the event

Sergey Bourtsev,IMana;mEDireq

; ERM Eurasia Ltd.; Alex Stoljarskij, AEB Legal Committe man, Senior Associate, Beiten BurkRard
L-R: Alexandr Barkhatov, Financial Corporation Uralsib; Natalia Poppel, 0JSC S&Verstal; Alexey Akuloy, Igor Reichlin, AEB‘PR&Communications Committee’Chairman, Ganeral Director “Reichlin & Partnersfl
Vneshekonombank Frank Schauff, AEB CEQ#™ &
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MEMBER NEWS

Incredible Guinness World Record attempt in Russia

This year may bring yet another amazing sounding Guinness
World Record with ALPE consulting right in the middle
of it. Race Across Russia (www.raceacrossrussia.ru) — or
RARUS — is an unofficial non-stop 24-hour solo race cover-
ing an audacious distance of 10,000 kms and a total differ-
ence in altitude of 90,000 metres. Four racing cyclists from
Austria will attempt to cycle from Moscow all the way across
Russia to Vladivostok in 14 days starting on 1 August 2013.

The entire project in Russia is being managed by Most
Managements General Director Paul Bruck, an Austrian
with 25 years' experience in Russia. The main sponsor of the
event is heavyweight SAP CIS, along with Jaguar Land Rover,
Continental, Hotel Baltschug Kempinski and Liebherr
Russia. The event is supported by the Austrian Chamber of
Commerce ‘Advantage Austria’ and the Austrian embassy in
Russia. Alexander Schachner, General Director of ALPE con-
sulting, a SAP Gold Partner, is driving a Land Rover as part of
the support team accompanying the racers from start to finish.

SAP and ALPE consulting are developing a mobile
application which will give everybody the possibility for live
tracking of the bikers.

Good luck to Alexander and Paul and their fellow coun-
trymen and women from the entire ALPE consulting team!

ALPE consulting

SAP project at SEW Eurodrive — St. Petersburg

ALPE consulting started in the middle of April its Fit Gap
Analysis and plans to finish its investigation stage by the end
of May. The Go-Live date is forecast to be the beginning of
2014. As a world leader in drive technology and a pioneer
in drive-based automation, Sew-Eurodrive has established
a reputation for quickly solving the most difficult power
transmission and motion-control challenges.

SAP Roll-Out at Mahle RUS

Mabhle offers unique systems competence in the internal
combustion engine and engine peripherals. Mahle Tech-
nologies RUS plans to increase its presence on the Russian
market by building a distribution center in Obninsk, Kaluga
region. Local business operations would be integrated into
the Mahle SAP ERP system within a global template. ALPE
consulting has started the first workshops for the project,
and the planned Go-Live date is January 2014 with func-
tional scope of FI, CO, SD, MM and WM.

SAP Roll-Out at Kermi Russia:

From the 13" to the 16" of May a SAP Kick-Off Workshop
took place at Kermi GmbH in Plattling, close to Regensburg,
Germany.

The workshop involved experts in Finance, Controlling,
Sales & Distribution and Material Management from ALPE
consulting and Kermi. The SAP Roll-Out project will com-
mence in June and Go-Live is scheduled for 1 January 2014. As
part of the AFG Arbonia-Forster-Holding AG with its head-

quarters in Lower Bavaria, Kermi is among the leading Europe-
an manufacturers of heating technology and shower enclosures.

Beiten Burkhardt

Beiten Burkhardt advises Schneider Electric on the acquisition
of ZAO GK Electroshield

The international law firm Beiten Burkhardt advised Schnei-
der Electric — international company with its headquarter in
France, global specialist in energy management — relating to the
receipt of approval from the government Commission for Con-
trol over Foreign Investments in the Russian Federation regard-
ing the acquisition of full ownership of the Russian electrical
engineering company ZAO GK Electroshield — TM Samara.

Over several months Beiten Burkhardt supported Schnei-
der Electric during negotiations with the competent autho-
rity — the Federal Antimonopoly Service, and prepared the
necessary documents for the filing of an application for appro-
val of the transaction by the government Commission (consis-
ting of 20 government representatives). Prime Minister Dmi-
try Medvedev, Chairman of the Commission, approved the
transaction for a total value of EUR 510 million. The approval
of the government Commission was a necessary precondition
for the closing of the deal at the end of March 2013.

Alex Stoljarskij has already participated in the legislative
process relating to control over foreign investments in strate-
gic sectors of the Russian economy as a representative of the
AEB in Russia and was a member of the working group at the
Russian State Duma. Implementation of this project further
cemented the recognized competence of Beiten Burkhardt
Moscow office in providing comprehensive support for for-
eign investments in Russia, including in sectors of national
strategic importance.

BNP Paribas ZAO

BNP Paribas ZAO announced a new structure
BNP Paribas ZAO announced a new structure of its Corpo-
rate Banking Europe — Russia set-up, effective 1 April 2013.

BNP Paribas (BNPP) said the new Corporate Banking
Europe structure for Russia, which will further strengthen
one of the companies core business lines in Russia.

The newly created department of Corporate Banking
Europe — Russia (CBE-R) combines the existing Client Cov-
erage organization for its natural resources clients (Energy &
Commodities Finance Russia) as well as its Client Coverage
& Flow Banking Product set up for Russian corporates and
European subsidiaries of large and medium-sized European
corporates serviced by BNPP Group worldwide.

The new Department includes 32 Relationship Manag-
ers and Product Specialists, servicing clients for both loan
and debt products, cash management as well as supply chain
financing and export finance solutions under the leadership
of Frank Sibert.

Cesar Satellite Group

Cesar Satellite became a member of “Promotion of
Development and Use of Navigation Technologies" (GLONASS
NCP) Non-Commercial Partnership

In April 2013 the Cesar Satellite Group of Companies
became the tenth member of GLONASS Non-Commer-
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cial Partnership. Cesar Satellite will work to contribute to
development of GLONASS technologies, including ERA-
GLONASS, an emergency response system.

“‘Currently, the Cesar Satellite Group of Companies
renders a full range of services, with some envisaged within
the ERA-GLONASS system. 24-hours a day, seven days a
week and 365 days a year more than 100,000 clients can
count on our assistance in the event of a traffic accident or
any other road emergency. Information received from the
vehicle allows registration of the accident, dispatch of the
emergency response services, as well as reconstruction of
the emergency circumstances.

“We understand the importance and significance of
the ERA-GLONASS Project for Russia where casualty rate
attributable to traffic accident still remain extremely high’
says Leonid Ogarev, President of the Cesar Satellite Group
of Companies.

New international firm Dentons launches in the legal services
market

Dentons, the new international law firm, combining Salans,
Fraser Milner Casgrain LLP (FMC) and SNR Denton, has
started operating in the legal services market.

Clients will now be able to call on over 2,500 lawyers and
professionals in 79 locations in 52 countries across Europe,
the CIS, the US, the UK, Canada, Asia Pacific, Central Asia,
the Middle East and Africa. The firm will become the sev-
enth largest law firm in the world by number of lawyers and
professionals.

Dentons is polycentric with no single headquarters and
no dominant national culture. The firm provides clients
with legal talent from diverse backgrounds and countries
and with deep experience in every type of law including
civil law, English common law, US common law, and others.

Dentons offers practical business solutions oriented
towards getting a deal through or a dispute resolved. The
firm will continue to uphold the highest standards of quality
in its legal services. Whatever the scale or scope of the cli-
ent’s business needs, Dentons will provide the attention its
clients need and deserve.

A dynamic and personalized tool on the firm's new web-
site (www.dentons.com) illustrates how Dentons works to
assemble a team of lawyers and professionals, customized
to the needs of each client, drawing from knowledge of 24
sectors and expertise in 36 practices.

Kempinski Moscow

Hotel Nikol'skaya Kempinski Moscow welcomes its first guests
in the heart of Russia’s capital

Hotel Nikolskaya Kempinski Moscow welcomed its first
guests in May 2013. After painstaking reconstruction, the
complex of buildings located at the corner of Nikol'skaya
Street and Lubyanka Square opened its doors as the Kem-
pinski groups second hotel in the Russian capital. At this
point, one third of the rooms and suites, the lobby bar,
MosaiK restaurant and all the conference facilities are fully
operational, with additional restaurants, bars and the spa
set to open later this year. The Nikolskaya is the second
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Kempinski managed property in the city after the Hotel
Baltschug Kempinski Moscow. Guests are only a few min-
utes’ walk from the Bolshoi Theatre, the Duma and GUM. In
total, Nikolskaya Kempinski will have 211 spacious rooms
and suites, some of them overlooking the Kremlin and Red
Square. The conference facilities are ultra-modern and are
designed to host events for as few as 16 or as many as 180
people. The interiors have been designed by Leo Interna-
tional Design Group, which has united historical legacy
and ultra-modern amenities: as seen in Belle Epoque style
inspired lobby lounge, or the MosaiK signature restaurant
with historical mosaics saved during the reconstruction.
The hotel is planned to have six restaurants and bars.

Legalife

Legalife is announcing a series of seminars on Russia's laws
The law firm, LegaLife, is conducting an ongoing series of
seminars on the laws of the Russian Federation offered to
executive managers, lawyers and chief accountants. The
seminar series, entitled “Operating in Russia”, covers a mul-
titude of topics, including:
= labour issues;
= Russian entity financing, including permanent establish-
ments and subsidiaries;
= pros and cons of the subsidiary, branch office, and repre-
sentative office;
taxation & shareholders’ rights and obligations;
protection of intellectual property;
inter-company transactions (transfer pricing rules); and,
various other topics.
Frank Sibert has worked in the banking industry for 24
years, with a strong focus on coverage and product solu-
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tions in Energy & Trade Finance as well as Structured Debt
Finance in Europe and the US. Frank joined BNP (Suisse)
SA in Geneva in 2005, working in the Commodity Finance
& Structured Debt Department. Most recently he has been
heading Energy & Commodity Finance Russia, servicing
both large and medium-sized companies in the natural
resource sector in Russia.

The new set-up complements the creation of Corporate
Banking Europe within BNP Group and will further strength-
en the scope and level of services to Russian corporates under
its “One Bank for Corporates in Europe” Strategy.

The opening of the 8" Regus business centre in Moscow
Regus is delighted to announce the opening of its 8th busi-
ness centre in Moscow ‘Krasnaya rosa business park.
Named the Red Rose for its bold, brick-built exterior,
the comfortable centre is on the third floor of an attractive
building with arched windows and a contemporary styled
reception. This centrally located loft-style office building is
in an established 5.7 hectare quarter that's home to Russian
corporations in online search, digital marketing communi-
cations, banking, electronics and private investment. The
quarter is also home to large international firms in aggre-
gates, consulting and advertising. The Krasnaya Roza district
is convenient for public transport, being close to the central
road network that includes the Garden Ring, Komsomol-
sky Prospekt and the Third Transportation Ring. It's also
good for commuters, with the Park Kultury metro within a
five-minute walk. Access to Moscow's airports and railway
stations is easy, and the centre is close to all amenities. The
Regus centre offers 60 fully serviced office ready-to-go, 3
meeting rooms with video-conferencing equipment and a
cosy business lounge for mobile workers. For more informa-
tion, please visit www.regus.ru.

RH Partners Russia

New partnership between RH Partners Russia and Demimpex ME
RH Partners Russia is glad to inform about a new successful
project with Demimpex ME.

Demimpex ME is a worldwide export company that
benefits from a solid track record and an unrivalled 40 years’
expertise in export activities across the globe, specializing in
new vehicles, spare parts, tyres and lubricants.

Following the sustainable development of the company
and in response to the growing demand, Demimpex ME
starts up their activities in Russia, distributing premium
quality industrial lubricants and tyres. To operate locally
they have chosen RH Partners to recruit and out-staff their
personnel and manage all HR related and administrative
issues. This partnership will allow Demimpex to increase
its profit and market share in Russia as well as minimize
the biggest part of administrative and juridical risks and
expenses related to development of new territories and
employment of highly qualified specialists.

Thanks to RH Partners’ full-scaled and customized out-
statfing service, which enables managers to focus on the com-
pany’s core business, and excluding workload on HR, admin-
istrative and accounting services for any HR related issues in

Russia, Demimpex ME receives a very strong support in their
business development in Russia and CIS countries.

Staffwell

Master class “Careers in Finance and Business”

Mark Amelin, Staffwell Executive Director, joined fellow
panelists at the Plekhanov Russian University of Economics
to deliver a presentation on the ACCA and CIMA Interna-
tional Finance Qualifications

Mark Amelin, Staffwell Executive Director, presented
his master class "Careers in Finance and Business” at the
Plekhanov Russian University of Economics.

The training was designed by Mr. Amelin for financiers
and MBA program graduates interested in the international
qualifications ACCA and CIMA.

Earlier this year, Mr. Amelin presented his training class,
titled “Finding a Good Job”, to managers and financial pro-
fessionals at the launch of the CIMA qualification compo-
nent of the PWC Academy, and again at the annual forum of
financial recruitment agencies held in the Moscow branch
of the Institute of Management Accountants.

Staffwell is a Partner in the International Conference

“Life after the Cyprus Crisis: Tax Upgrade”

The Legal Insight Magazine, in association with Interna-
tional Tax Associates, and supported by the Russian branch
of the International Fiscal Association (ROS-IFA) will host
a conference on the topical issues of international taxation
called “Life after the Cyprus Crisis: Tax Upgrade” Staffwell
will join in the capacity of an official partner. The conference
takes place on June 4, 2013 in Moscow.

The recent events in Cyprus drive home the need for
more detailed analysis of the evolving situation in countries
frequented by foreign company groups. Russian experts will
discuss solutions with their foreign colleagues for problems
arising out of the Cyprus crisis, and current trends in those
countries that are most frequently used in Russian corporate
tax structures.

AEB Membership Benefits
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APPOINTMENTS

Human Search AB

Denis Panov appointed Head of Moscow office
of Human Search AB

Human Search announces the appointment
of Denis Panov as Head of its Moscow
office. Denis joined the Human Search team
in March 2012. His promotion follows a
strong growth in the company’s operations
in Russia and the CIS. In his new position Denis will be
responsible for the acquisition and development of interna-
tional clients. Prior to joining Human Search, Denis worked
for more than 10 years in various Russian and international
companies in B2B sales and sales management positions. In
2003 he got a PhD degree (Nizhny Novgorod State Univer-
sity). Denis holds a second university degree in marketing;
he also completed the Presidential Program on training
managers (LINK, Innovation Management).

Jones Lang LaSalle

Leonid Zakharov joined Jones Lang LaSalle in

St. Petersbhurg

Leonid Zakharov has been appointed Head

~ of Strategic Consulting in St. Petersburg.
Prior to joining Jones Lang LaSalle he

- worked in Knight Frank St. Petersburg for

w B more than 6 years.

In his new position Leonid will continue to develop Stra-
tegic Consulting services in St. Petersburg, coordinate the
work of the department, be responsible for the attracting of
new clients and lead Jones Lang LaSalle's consulting projects
in the North-West region.

Leonid has over 10 years of experience in the com-
mercial and residential real estate market in St. Petersburg.
He specializes in concept development, business planning,
investment and technical consulting. Prior to joining Jones
Lang LaSalle, Leonid worked as a Project Manager in the
Strategic Consulting department in Knight Frank St. Peters-
burg, where he was in charge of most complex and projects
including international accounts management.

His portfolio includes such large projects as the Saint-
Petersburg Plaza office complex (concept adjustment, tech-
nical consulting during the construction, investment con-
sulting on financing schemes and exit strategy, setting work
of a management company), Leontievsky Mys high-class
residential complex (technical and economic monitoring
over construction, business plan), concept development
of the Moskovskaya-Tovarnaya territory, concept develop-
ment of the Osinovaya Roscha, Ust-Luga, Imperia-Farma,
UltraStar logistics complexes, regional projects in commer-
cial real estate in Volgograd, Chelyabinsk, Petrozavodsk and
Vologda.

Pepeliaev Group

Vladimir Sokov has been elected a senior partner of Pepeliaev
Group
As a partner in the firm, Vladimir Sokov
became head of Pepeliaev Group’s corporate
division in February 2009. Since 1 March
2013, Vladimir became a senior partner.
Before joining Pepeliaev Group, Vladimir
‘ headed up the Moscow office of interna-
W tional law firm Hannes Snellman. Before
working at Hannes Snellman, in 2005-2006, Vladimir was a
partner at ETL Law Offices.

Vladimir specialises in corporate law. Across almost fifteen
years of his professional career, he has handled major projects
involving mergers and acquisitions of companies. He has
also successfully been involved in many legislative initiatives
involving corporate issues, having been instructed by well-
known international and Russian companies. Vladimir has
extensive experience of advising in areas such as real estate
and antimonopoly regulation. He has been actively involved in
projects such as: the acquisition by SCA of the Georgia-Pacific
businesses; and providing legal support on the development of
the Shtokman deposit; providing legal support on drafting the
regulatory and legislative basis for hosting the football World
Cup 2018 at the behest of FIFA.

Vladimir and the lawyers of our corporate practice have
provided ongoing support to companies such as: Energy
Standard Group, Hoffmann La Roche, MSD Pharmaceuti-
cals, NovoNordisk, Auchan, Shtokman Development, Volk-
swagen, Skamol, Rosneft, Johnson & Johnson, Becton Dick-
inson, Omya Rus and Gals Development among others.

Staffwell

Staffwell has appointed Maxim Kaurov to the position of
Executive Director

W | Staffwell, one of Russias leading recruitment
' and executive search firms, is pleased to
¥ announce the appointment of Maxim Kau-
" rov as Executive Director and member of
the Company's Executive Management
Team.

- In addition to continuing to lead Staff-
well's Oil & Gas, Energy, and Industrial sectors, Maxim will
now also assist the management team with further devel-
oping and implementing the company’s strategy and goals.

Previously, Maxim was a Senior Director (since 2012)
and Business Development Director (since 2010) respon-
sible for Staffwell's Oil & Gas, Energy, Industrial and IT
sectors. Before joining the Staffwell team, Maxim worked
as an Account Executive at the Moscow office of a global
recruitment company (since 2007) and a Partner and Sales
Manager for a catering company in Irkutsk (since 2003).
Maxim is Russian, resides in Moscow, speaks fluent English,
and has a degree in international relations from Irkutsk
State University.
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NEW MEMBERS

7 DAT RUS
AT PYC

DAT-Rus Ltd.

DAT-Rus Ltd. is the Russian subsidiary of DAT Deutsche
Automobil Treuhand GmbH, the oldest supplier of IT-
services and software products for the automotive market in
the fields of repair service, vehicle maintenance, buying and
selling of used cars, claims in motor insurance, etc.

DAT-Rus is responsible for adaptation and implementa-
tion of DAT software as well as customer support in Russia
and the CIS.

Key products available today in Russia are:

SilverDAT 1I Russian version the effective application
for repair cost calculation and communication, gives the
possibility to get a complete and accurate damage costs cal-
culation, based on the original technology and labour times
from car manufacturers.

SilverDAT online — evaluation of used vehicles and sales
management the unique instrument of used car sales man-
agement, taking into account the various factors affecting
the residual value of the vehicle.

www.datrus.ru

a cuscoms

ECUSTOMS

ECUSTOMS Company Limited is a customs representa-
tive and provides services in the field of customs affairs
on the basis of Certificate of Registration in the Register of
Customs Representatives number 0430/00 dated 31 January
2013. Core assets: customs clearance, logistics, consulting
on customs legislation and assisting in certification. Regions
of activity: Moscow and the Moscow region, Sheremetyevo
airport, St. Petersburg, Smolensk, Belgorod, Bryansk, Pskov
region and Vyborg.

Our priorities: quality of services, an integrated approach
to clearance, full compliance of services with Russian legisla-
tion. Our advantages: 100% electronic declaration (including
the preliminary declaration), remote declaration through
the E-declaration Centres with the possibility of customs
clearance of goods at any customs/logistics terminal in the
RE We promote the development of companies and solve
all problems of transportation, shipping, customs clearance
and storage processing.

www.ecustoms.ru

Evans Property Services
Evans Property Services, an international real estate invest-
ment boutique, provides a full range of real estate invest-

ment, brokerage and relocation services to Russian and inter-
national customers. We work in residential and commercial
real estate assisting with purchase, sale, lease, relocation and
property management in both central and suburban Mos-
cow. Our primary area of expertise is the premium market
segment, and sixty percent of our clients are members of the
expat community in Moscow. We also assist Russian buyers
with their investment and lifestyle purchases in Moscow.
www.evans.ru
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Hotel Nikol'skaya

Kempinski

MOSCOwW

Kempinski Moscow
Nikol'skaya Kempinski Moscow luxury hotel is a complex
of historical buildings, located at the corner of Nikol'skaya
street and Lubyanka square. The hotel has 211 rooms and
suites, including Orlov suite and two Presidential suites.
The guests enjoy innovative culinary experience in six res-
taurants and bars, the main attraction being the MosaiK
restaurant with its international cuisine, open kitchen and
restored mosaic arches, created in 1907 by French archi-
tect E. Nierman. The conference facilities include a Grand
Ballroom, three meeting rooms and a Boardroom. Wellness
facilities include the Spa with 10-metre indoor pool, fitness
centre and Nikol'skaya Health Club. Get Your “keys” to
exquisite accommodation, gourmet temptations, high cul-
ture and first-rate shopping in the heart of Moscow!

Hotel Nikol'skaya Kempinski, Nikolskaya Str. 12,
tel.: +7 495 967 7776

www.kempinski.com

MERS

Fxpertiie. our sourre of energy

Mersen

Global expert in materials and solutions for extreme environ-
ments as well as in the safety and reliability of electrical equip-
ment, Mersen designs innovative solutions to address its
clients’ specific needs to enable them to optimize their manu-
facturing processes in sectors such as energy, transportation,
electronics, chemical, pharmaceutical and process industries.

Www.mersen.com

¢

M

Mitsubishi
Corporation

Mitsubishi Corporation

Mitsubishi Corporation is a global integrated business
enterprise that develops and operates businesses across
virtually every industry including industrial finance, energy,
metals, machinery, chemicals, foods, and environmental
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business. Mitsubishi Corporations current activities are
expanding far beyond its traditional trading operations as its
diverse business ranges from natural resource development
to investment in retail business, infrastructure, financial
products and manufacturing of industrial goods.

With over 200 offices and subsidiaries in approximately
90 countries worldwide and a network of over 500 group
companies, Mitsubishi Corporation employs a multina-
tional workforce of nearly 60,000 people.

www.mitsubishicorp.com

(Pe.

Open Link

Founded in 1992, OpenLink (www.openlink.com) is the
global leader in transaction lifecycle management solutions
for the commodity, energy and financial services industries.
OpenLinks products address portfolio management, trad-
ing, risk management, and operations processing for both
financial and physical assets.

Owned by leading private equity investment firm, Hell-
man & Friedman, OpenLink is a global software and ser-
vices business that has grown both organically and through
strategic acquisitions, to achieve revenues in excess of $300
million. The company serves over 500 clients, including
prominent financial institutions, central banks, insurance
companies, asset managers, and corporations. OpenLink
has 1,300 employees in 13 global offices including Moscow.

www.openlink.com

cQto

SATO

SATO is one of Finland's leading corporate investors in
housing. The company has existed for more than 70 years
and owns around 23,000 homes in Finland's largest centres
of urban growth. Since 2008 SATO offers rental apart-
ments in St. Petersburg. By 2013 SATO opened their rental
homes in 9 properties in St. Petersburg: in Central, Petro-
gradskiy districts, on Krestovskiy and Vasilievskiy islands
and in Udelniy Park.

www.satodom.ru

Il SUPPORT PARTNERS

Support Partners

Support Partners is an executive recruitment boutique
devoted to the manufacturing, consumer and banking sec-
tors. Established in 2009, the firm combines unique local
executive search expertise with the latest Western technolo-
gies and unmatched customer care. Our searches have taken
us from busy Moscow to the snows of Sakhalin, and the
sands of Kazakhstan, from the roles of CFO to Plant Manag-
ers and Sales Directors. Being an exclusive Russian member
firm of IRC Executive Search, a renowned international alli-
ance of executive search firms, we maintain the high service
standards that our clients are used to in Europe and the US.

We deliver best-in-class executive search and related HR-
consulting services and always “hungry” for new challenges.
www.support-partners.ru

ElVaillant

Vaillant Group
Vaillant Group is the leading European producer of heating
equipment, based in Remscheid city in Germany. It is an
international group of companies with more than 135 years’
of tradition, and yet is still a family-owned company.
The company’s portfolio includes 8 heating equipment
brands provided worldwide. In Russia we have 2 brands
available on the market: Vaillant — the major, premium
brand and Protherm — a performance segment brand.
The Russian office of the Vaillant Group company was
open in 1994. In nearly 20 years we have come a long and
fascinating way, having become one of leading suppliers of
the Russian heating equipment market.
Today the Vaillant Group Russia LLC has:
= Offices in Moscow, St. Petersburg, Yekaterinburg, Saratov,
Rostov-on-Don;

= Wide network of regional representatives;

= Warehouse terminal in Bryansk;

= More than 100 authorized service centers;

= Professional education programs, certification of install-
ing and service organizations.

www.vaillant.ru

implement
)(‘ PM | your ambition. Now !

A XPM © 1 F A L Venture

X-PM CIFAL

Created in France in 2001, X-PM is an international special-
ist in project management. X-PM fulfills over 100 project
management assignments yearly and is present in Brazil,
China, India, Singapore and Russia.

To ensure the success of its clients’ projects in Russia and
the CIS, X-PM CIFAL - a joint venture with French group
CIFAL, a historical B2B services provider in Eurasia — pro-
poses to multinational corporations and mid-size compa-
nies high-caliber interim managers, familiar with the local
business environment.

X-PM CIFAL interim managers who are provided to
reinforce a clients’ project team are directly operational
senior executives, all with a successful track record. Their
assignments strictly correspond to the project duration
(1 year as an average). Clients do not have any commitment
to managers after the project’s completion. During their
assignments, X-PM CIFAL interim managers are integrated
in the clients’ organization and are performing operational
managerial tasks. However, their intervention is linked to
X-PM CIFAL fees and they do not appear on the clients’
payroll.

Examples of projects: integration of an acquisition,
brown-field and green-field industrial projects, turnaround,
performances optimization in Finance, I'T, HR, Purchasing,
Logistics and Supply Chain etc.

AEB BUSINESS QUARTERLY - Summer 2013



ASSOCIATION
OF EUROPEAN BUSINESSES

Russian Federation, Ul. Krasnoproletarskaya 16, bid. 3
127473 Moscow, Russian Federation
Tel.: +7 (495) 234 27 64. Fax: +7 (495) 234 28 07
info@aebrus.ru. http://www.aebrus.ru

ACCOLMALIMA
EBPOMENUCKOIo sU3HECA
Poccuiickaa ®epepaums, 127473, Mockea,
yn. KpacHonponeTtapckasi, 16, ctpoeHue 3
Ten.: +7 (495) 234 27 64. dakc: +7 (495) 234 28 07
info@aebrus.ru. http://www.aebrus.ru

AEB MEMBERSHIP APPLICATION FORM / 3AABAEHUE HA YAEHCTBO AEB

Please fill out the Application Form in CAPITAL letters, sign it and fax it: 234 28 07/
3anonHuTe 3aaBneHne nevyaTHeiMM OykBamu 1 npuiinmTte no dakcy 234 28 07
Calendar year / KanenpapHbiii rog: 2013 [ (Please check the appropriate box/boxes / YkaxuTe COOTBETCTBYIOLLMIA roa,/roaa)

Name of your AEB Contact / Bawe koHTakTtHOe AuLo B AEB:

1. COMPANY / CBEAEHUA1 O KOMIMAHUMU

Company Name in full, according to company charter. (Individual applicants: please indicate the company for which you work /
HaaBaHne koMnaHUM B COOTBETCTBUM C YCTaBOM. ([Nt MHAMBUAYasbHbIX YIEHOB — Ha3BaHMe KOMMaHuK1, B KOTOPOK paboTaeT 3asBUTESb):

Legal Address (and Postal Address, INN / KPP / UHH/KIMT:
if different from Legal Address) /
IOpuamHecknin n bakTuHecknii aapec, Phone Number / Homep TenedoHa: Fax Number / Homep dakca:

€CJIN OH OT/ZIN4YaeTCd OT PPNANYEeCKOro:

Website Address / CTpaHuua B UHTEPHETE:!

2. CATEGORY / KATEroPuf:
THE CATEGORY IS DETERMINED ACCORDING TO THE COMPANY’S WORLD TURNOVER

Please indicate your AEB Category / Company’s world-wide tu,r nover AEB Membership Fee /
o (euro per annum) / MupoBoii 060poT o
TMETbLTE KaTeropuio YneHckuin B3HOC B AEB
KOMMaHum (eBpO B rof,)
[ ] | SPONSORSHIP / CnoHcopcTBO - 10,000 euro/eBpo
[ ] | CATEGORY A / Kateropus A >500 million/MmunnuoHoB 6,300 euro/eBpo
[ ] | CATEGORY B / Kateropus b 50-499 million/MunanoHos 3,800 euro/eBpo
[] | CATEGORY C / KaTteropusa C 1-49 million/MmunnuoHos 2,200 euro/eBpo
[] | CATEGORY D / Kateropus [ <1 million/MmunnunoHos 800 euro/eBpo
INDIVIDUAL (EU/EFTA citizens only)/ lHonBuayansHoe _
O (Tonbko ansa rpaxaaH EBpocoto3a/EACT) 800 euro/espo

Any non-EU / non-EFTA Legal Entities applying to become Associate Members must be endorsed by two Ordinary Members
(AEB members that are Legal Entities registered in an EU / EFTA member state or Individual Members —
EU/EFTA citizens) in writing/
3asBneHve noboro LPUANYECKOro N1LA U3 CTPaHbI, He Bxoasiler B EBpocoio3/EACT, v xenaioLlero ctatb 4neHom AEB,
[DOJIXKHO ObITb MMCbMEHHO NOATBEPXAEHO ABYMS YyneHamu AEB (lopuanyeckumMm nvuamm, 3apermcTprupoBaHHbIMA
B EBpocot3e/EACT, unm niamemnayanbHbIMn YneHamu — rpaxaaHamm EBpocoto3a/EACT)

Individual AEB Membership is restricted to EU / EFTA member state citizens, who are not employed
by a company registered in an EU / EFTA member state /
K paccMOTpeHuio MpMHMMAlOTCS 3asBIEHNS HA MHAMBUAYabHOE YIEHCTBO OT rpaxxzaaH EBpocoro3a/EACT,
paboTatoLLMX B KOMIMAHUSX, CTPaHa NPOVCXOXAEHNS KOTOPbIX He BXxoauT B EBpocoto3/EACT

Please bear in mind that all applications are subject to the AEB Executive Board approval /
Bce 3asasneHus yreepxapatotcsa lNpasneHnem AEB

3. CONTACT PERSON / INDIVIDUAL MEMBER / KOHTAKTHOE AULIO / UHAUBUAYAAbHbIN YUAEH

Title, First Name, Surname / ®.1.0:

Position in Company / [J0/XHOCTb:

E-mail Address / Aopec an. no4Thbl:




4. COUNTRY OF ORIGIN / CTPAHA MPOUCXOXXAEHUA

A. For a company / KomnaHusm:
Please specify COMPANY’S country of origin /
YkasaTb CTpaHy NPOUCXOXOEHNS KOMNAHUN'

or B. For an individual applicant /

MHanBMayanbHbIM 3a9BUTENSAM:

Please specify the country, of which you hold CITIZENSHIP /
YKaszaTb rpaxaaHcTBO

Please note that only EU / EFTA members can serve on the Executive Board and the Council of National Representatives/
BHumaHue! B CoBeT HaumoHanbHbIX npeactaButeneii n NMpasneHve MoryT 6biTb M3GpaHbl YiEHb!,
npencrasnsaolme ctpaHbl EBpocotosa nnm EACT.

Please fill in either A or B below/ 3anonHute Tonsbko rpady A unu B

5. COMPANY DETAILS / UH®OOPMALUA O KOMNAHUA

Company present in Russia since: / KoMnaHms npucyTCcTBYET HA POCCUNCKOM PbIHKE C: r.
Company activities/ Primary / Secondary /
JleaTenbHOCTb KOMMaHum OcHoBHas: BTopocTeneHHas:
Company turnover (euro)/ |In Russia/ Worldwide / [JPlease do notinclude this in
. . the AEB Member Database/ He
O6opoT komnaHuu (B EBpo) | B Poccuu: B MUpE: .
BKJltOYaliTe 3TO B cnpaBo4HuK AEB
Number of employees/ In Russia / Worldwide / [JPlease do notinclude this in
. . the AEB Member Database/ He
KonnyecTtso COTpyaHMKOB B Poccuu: B MUpeE: o
BKJIIOYalTe 3TO B cnpaBo4HuK AEB

Please briefly describe your company’s activities (for inclusion in the AEB Database and in the AEB Newsletter) /
KpaTtkoe onuncaHue pesitensHocTu Bawen komnanuy (ans BkioveHns B 6a3y aaHHbIx AEB n nybnukaunin AEB)

6. HOW DID YOU LEARN ABOUT THE AEB / KAK Bbl Y3HANU Ob AEB?

[l Personal Contact / JTn4HbI KOHTakT [lInternet / NnTepHeT
[ IMedia /CMUN [ ] Event / MeponpusTtue
[] Advertising Source / Peknama: []Other / Opyrou:
Signature of Authorised Representative of Applicant Signature of Authorised Representative of the AEB /
Company / lNMoanucb ynosHOMOYEHHOo NvLa 3asBUTENS: Mognuce Pykosoautensa AEB:
Date/Oara: Date/Oara:

'Location of a parent company or of the main shareholder/ MecToHaxoxaeHne ronoBHON KOHTOPbI AWM OCHOBHOIO y4peauTens.



Austrian 7

We fly for your smile.

HoBoe nckyccerBo
MyTeeCTBUH.

Co3paHHbIV 3aHOBO Ans Bac: He3abbiBaeMblIli OMbIT ‘ N A A
nyTewwecTsmmn B 6n3Hec-knacce Austrian Airlines. o ) F Vs

7\%?@ - Beijing.
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\ Bangkok
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YnoBonbcTBMe OT nyTewecTtBA Ha AaJibHUE PAaCCTOAHUA:

* NMOMHOCTbIO FOPM30OHTaNbHaA KPOBaTb ANMHON NOYTK 2 MeTpa
C perynauunen MAarkoctu, GyHKLMen maccaxa, yBenmyeHHbIM
JINYHBIM NPOCTPAHCTBOM

* N3blcKaHHOe MeHto oT DO & CO, wurpokas BUHHaA KapTa u
BeHcKan KoderHA Ha 6opTy

« wed-nosap 1 comesnbe Ha 6opTy

» 60nee 100 YacoB pa3BrneYEHUI: KUHO, ayANO, LUIOMUHT-
NprnoXxeHna — B LMGPOBOM KaueCTBe Ha CEHCOPHbIX dKPaHax
15 aonmoB

« MEePBOKIIACCHbI CEPBUC 1 aBCTPUICKOE rOCTENPUNMCTBO Ha
6opTy

7' A STAR ALLIANCE MEMBER v, WWW.aUStrian.Com

Hakonute munu no nporpamme Miles & More. ViHpopmauusa n 6poHnposaHue no Ten. 8 (495) 995 0 995, Ha caiiTe www.austrian.com 1 B Baluem TypucTyeCckom areHTCTBe.

. HoBbi1 peiic 13 BeHbl B Ynkaro - 5 gHel B Hepento ¢ 17 mas.



Ur business —
the worlc
of communications

f(telenor Norway /{telenor Montenegro /{grameenphone Bangladesh
/{telenor Sweden /{telenor Serbia /{dtac Thailand
f{telenor Denmark f(uninor India VEIEVYSE!

/{telenor Hungary /{telenor Pakistan (GoBUL  Bulgaria

VimpelCom Ltd. in17 countries

For the last 20 years Russia is a strategically impaortant market for Telenor.

We are one of the biggest foreign investors in the country’s telecommunications te le n O r
having invested more than $2.6 bn since 1992. And we are proud that our main
investment in Russia, VimpelCom Ltd., has become a global maobile carrier g rO u p

operating in 17 countries across the world.

www.telenor.ru
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