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Abstract:

A critical part of the climate agenda is to drive sustainable development in general and ESG-practices of financial markets in particular.
International standard-setters and national regulators have professed support for incorporating the issues of climate change into the
disclosure standards, acknowledging that a climate plan and/or strategy is an instrument to raise capital in debt markets. The aim of the
study is to examine the concept of a climate transition plan and its basic elements as part of a broader climate strategy, while also to eva-
luate the progress of sampled Russian companies towards developing such climate transition plans (strategies) and disclosing climate-re-
lated information. The paper finds a lack of convergence in defining the concepts of a climate strategy and transition plan among Russian
companies, as well as insufficient climate-related disclosures in line with national and international requirements. To address these issu-
es, Russian enterprises should continue developing emissions reduction actions, bringing increased transparency to their climate projects,
setting robust targets, and improving governance practices within their businesses. Additionally, policy-makers could underpin companies’
efforts by developing a convenient yardstick for defining climate transition plans and strategies that are used in transition debt issuance.
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Pa3pa60TKa nJ1IaHOB U crpaTeruﬁ KAMMaTu4yeckoro nepexoaa: onbiTt pOCCMﬁCKMX KOMMaHui

AHHoTauma: Knumatuyeckas noBecTka He rnepecTtaeT ObiTb APaiBEPOM YCTOWYMBOIO PasBWTUS, B TOM uMcie AN GUHAHCOBbIX PbIHKOB.
MexayHapoaHble pErnamMeHTUPYIOLME OpraHM3aLMu U HALMOHANbHbIE PErynsTopbl HanpaBAsioT CBOM YCMAMA HA CTAHAAPTU3aLMIO
MHGDOPMALMOHHBIX MOTOKOB, CBA3AHHbLIX C K/IMMATOM, YTOBbl NPUAATh MMMYNbC «3e1eHOMy» (QUHAHCUMpoBaHuio. Llenbio uccnepoBaHums
ABNAETCSH M3YYEHUE KOHLEMLMM MAaHa KAMMATMYECKOro NMepexofa M ero OCHOBHbIX 3/IEMEHTOB KaK YacTW CTpaTerMn KAMMaTUM4yecKoro
nepexofa, a TakXKe OLEeHKa Nporpecca POCCUICKMX KOMMAaHWI B pa3paboTke TakuMx NNAHOB (CTpaTernit) U B packpbiTum MHMOpMaLMK,
CBSI3aHHOM C knuMaToM. Kak nokasan NpoBEeAEHHbIN aHalu3 POCCUICKUX KOMMAHWUU, MHOTUE M3 HUX HAaxOAsSTCs Ha pasHbiX 3Tanax nmyTu
K PacKpbITUIO KNMMATUYECKUX AAHHbIX, B TOM Yucie B opMmaTe NnaHoB M CTpaTterit. Pesynstathl UCCNIELOBaHMS TakkKe YKasbiBaloT Ha
OTCYTCTBME €LMHOr0 MOAXOLA K OMpPEeAeneHUd 3TUX KIHOYEBbIX LOKYMEHTOB CPeAM KOMMaHuii B POCCMM M HA HeJoCTaToOuHbIN YpPOBEHb
PacKpbITUS KNMMATUUYECKOW MHBOPMaLMKU AN COOTBETCTBUSI TPeGOBaHMSM PENMaMeHTUPYIOWMX OpraHu3aumii. Ha npakTuke koMnaHuu
aKTMBHO Y4YaCTBYIOT B MPOEKTaX MO CHWXKEHWIO BbIGPOCOB MAapHUKOBbLIX ra3oB, YBENMUMBAS MPO3PAYHOCTb KIMMATUUECKOM MHDOPMaLMK
M COBEPLUEHCTBYS CUCTEMbI KOPMOPATUBHOMO YrNpaBneHus. TeM HE MeHee 3TOro MoKa HeLOCTaTOYHO, YTOBbI BbIMYCTUTh UHCTPYMEHTbI AN
YNpaBneHus KIMMaTUYECKUMU PUCKAMM, TaKUe KaK afanTalMOHHble obnuraumm M obnurauum KaMMatuyeckoro nepexopa. Hanucanue
PYKOBOACTBA MO COCTaBAEHUIO KNMMATUYECKUX MAAHOB M CTPATErnii perynsatopoM nomorio 6bl NoaAepxaTtb U CUCTEMATU3UPOBATb YCUUS
KOMMaHUiA, OTKPbIBAs A1l HUX HOBbIE BO3MOXXHOCTM MO NPUBNEYEHUIO HDUHAHCUPOBAHUS.

KnioueBble cnoBa: kiMMaTMyeckas OTYETHOCTb, KNMMaTMUECKas CTpaTerus, KAMMaTUYeCKuit NiaH nepexoaa, o6mraumm KnmMmMaTuyeckoro
nepexoga

Intro

UNEP’s latest 2022 Emissions Gap Report (EGP) states that
the international community is falling far short of the goals
set in the Paris Agreement, with no credible pathway to limit
global warming to 1.5°C% According to the study, if current
trends hold, global temperatures could rise by 2.8°C by the
year 2100. The experts highlight the need for urgent and
multilateral actions to address the emissions gap and pre-

vent further negative climate change impacts. The 2022 EGP
also underscores the importance of a rapid transformation
of such sectors as electricity supply, industry, transportation,
buildings, food, and financial systems to achieve the goals
set in the Paris Agreement. Similar conclusions are drawn
in the State of Climate Action 2022 Report by the Climate
Action Tracker (CAT) project?.

t UNEP, Emissions Gap Report 2022: The Closing Window — Climate Crisis
Calls for Rapid Transformation of Societies, 35-36, https://www.unep.org/
emissions-gap-report-2022.

2 Sophie Boehm et al., State of Climate Action 2022 Report, 2022, 160,
https://climateactiontracker.org/documents/1083/state-of-climate-acti-
on-2022.pdf.


https://climateactiontracker.org/documents/1083/state-of-climate-action-2022.pdf.
https://climateactiontracker.org/documents/1083/state-of-climate-action-2022.pdf.
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Although policy makers are in a position to create synergi-
es among companies and to incorporate their climate-rela-
ted initiatives into policies, strategies and plans, regulato-
ry authorities are not doing enough to support the climate
agenda, according to UNEP’s and CAT’s reports. The same is
confirmed by the standard-setting organizations, such as the
Climate Disclosure Project, that analyze the problem through
the corporate lens. In February 2023, CDP published its an-
nual review on whether companies are developing credible
climate transition plans. The study shows that in 2022 more
than 4,100 organizations disclosed through CDP’s climate
change questionnaire that they have already developed a
1.5°C-aligned climate transition plan. These are only one-
fourth of the total 2022 reporting sample. Even though the
overall tendency is positive, with around 6,500 organizati-
ons planning on developing a climate transition plan within
two years, such plans may not be having the desired effect.
Only a fraction of more than 18,600 organizations — 0.4% or
81 companies — reported sufficient details on all of 21 CDP’s
key criteria for a credible climate transition plan3. This num-
ber might indicate that organizations are having troubles
providing high-quality information in their climate-related
reporting, which entails another problem also raised by the
CAT* and other initiatives, like the G20 Data Gaps Initiative®:
there is a data gap that hinders monitoring and evaluati-
on of the progress made in achieving global temperature
targets. Another explanation might be that some companies
set this goal as a must-do to keep up with the latest green
trends with no robust science-based, strategic planning be-
hind them and no intention to develop one, or that they do
not know how to do it properly yet. Either way, it might be re-
asonable to assume that organizations are in need of further
explanation and guidance on developing a robust climate
transition plan and increasing the quality of climate-related
information disclosures, especially those coming from regu-
lators and the expert community.

The structure of this research is as follows. In the first part,
the existing approaches to defining climate strategies and
transition plans, as well as the Russian national regulations
on the related issues, are analyzed to provide theoretical
background and conceptual framework for the study. The
second part describes the methodology of the conducted
empirical research while the third part outlines its results. In
the last part, the overall conclusions and recommendations
for the Russian companies on improving their climate stra-
tegies and transition plans are given.

Approaches to Defining the Climate Strategies and Transiti-
on Plans

The increasing pressure on companies to move from cor-
porate climate commitments and declarations towards

> CDP, Are Companies Developing Credible Climate Transition Plans?, 6-8,
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/785/
original/Climate_transition_plan_report_2022_%2810%29.pdf?1676456406.

4 State of Climate Action 2022 Report, 9-10.

> IMF, G20 Data Gaps Initiaive 3: Workplan. 2022, 5-13, https://www.imf.
org/-/media/Files/News/Seminars/DGl/Home/g20-dgi-3-workplan-pe-
ople-planet-economy.ashx.

credible climate transition plans and strategies is not only
external. Domestic policy makers in Russia are also recogni-
zing this trend. It is their responsibility to set up an internal
framework with climate-related guidelines and to create fa-
vourable conditions for companies and financial institutions
to follow it. The Central Bank in Russia (CBR) has professed
support for incorporating the concept of sustainability and
climate change into the financial market. It also acknow-
ledges an idea that ICMA and other standard-setters that
a climate plan and/or strategy is a tool to raise capital in
debt markets®. Given that, in November 2022 CBR, upda-
ted issuance standards by introducing new types of fixed
income instruments sustainability-linked, transition bonds,
and bonds linked to climate strategy’. Among documents
regulating issuance of sustainable development bonds in
general and the aforementioned three in particular, one can
highlight: the National Green Taxonomy® and the Regulati-
on of the Bank of Russia N 714-P° and 706-P?°,

As for bonds linked to climate strategy, this is a financial
instrument for general corporate purposes, and it might be
used for developing green business activities to improve the
company's carbon performance. To issue such bonds, compa-
nies should provide the regulator with their science-based
climate transition strategy, approved, in most cases, by the
board of directorst. According to chapter 69(2), section 1.1.
of the Russian Central Bank’s Regulation N 706-P, the cli-
mate transition strategy consists, inter alia, of the following
elements:

- One or more goals set in line with the Paris Climate Ag-
reement, the achievement of which is facilitated by the
implementation of the issuer’s climate transition strategy.

- Information about the application of internationally re-
cognised climate change scenarios.

- Description of the issuer’s core and/or most GHG-intensive
activities and how they are incorporated into the climate
transition strategy of the company.

- Interim and final climate related-targets of the issuer and
the time boundaries for achieving these targets, as well as

¢ ICMA, Climate Transition Finance Handbook, 2023, https://www.icmag-
roup.org/assets/documents/Sustainable-finance/2023-updates/Clima-
te-Transition-Finance-Handbook-CTFH-June-2023-220623v2.pdf.

7 INTERFAX.RU, “Bank Rossii s 28 Noyabrya Rasshirit Linejku Obligacij
Ustojchivogo Razvitiya”, November 17, 2022, https://www.interfax.ru/bu-
siness/873007.

& The Russian Government, The Government Decree No. 1587 of September
21, 2021, On Approval of Criteria for Sustainable (Including Green) Develop-
ment Projects in the Russian Federation and Requirements for the Verifica-
tion System for Sustainable (Including Green) Development Projects in the
Russian Federation, 2021, http://government.ru/docs/all/146531/.

° Central Bank of Russia, The Regulation of the Bank of Russia dated March 27,
2020, N 714-P “On Disclosure of Information by Issuers of Equity Securities”,
2020, https://www.cbr.ru/Queries/UniDbQuery/File/90134/1038.

10 Central Bank of Russia, The Regulation of the Bank of Russia dated December
19,2019,N 706-P (ed. dated July 4, 2022) “On Standards for the Issue of Securi-
ties”, 2019, https://www.cbr.ru/Queries/UniDbQuery/File/90134/1030.

1 Svetlana Bik, “Adaptaciya, Klimaticheskiy Perehod i Slb Po-russki”, Climate
Change Moscow, November 22, 2022, https://climate-change.moscow/ar-
ticle/adaptaciya-klimaticheskiy-perehod-i-slb-po-russki.


https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/785/original/Climate_transition_pla
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/785/original/Climate_transition_pla
https://www.imf.org/-/media/Files/News/Seminars/DGI/Home/g20-dgi-3-workplan-people-planet-economy.as
https://www.imf.org/-/media/Files/News/Seminars/DGI/Home/g20-dgi-3-workplan-people-planet-economy.as
https://www.imf.org/-/media/Files/News/Seminars/DGI/Home/g20-dgi-3-workplan-people-planet-economy.as
https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Climate-Transition-Finan
https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Climate-Transition-Finan
https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Climate-Transition-Finan
https://www.interfax.ru/business/873007.
https://www.interfax.ru/business/873007.
http:////government.ru/docs/all/146531/.
https://www.cbr.ru/Queries/UniDbQuery/File/90134/1038.
https://www.cbr.ru/Queries/UniDbQuery/File/90134/1038. 
https://www.cbr.ru/Queries/UniDbQuery/File/90134/1030.
https://climate-change.moscow/article/adaptaciya-klimaticheskiy-perehod-i-slb-po-russki.
https://climate-change.moscow/article/adaptaciya-klimaticheskiy-perehod-i-slb-po-russki.
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the procedure for determining them. These targets cannot
be prompted by the need to comply with national regula-
tions.

- Description of the methodology for setting climate-rela-
ted targets and the steps that will be undertaken if their
evaluation becomes impossible due to circumstances
beyond the issuer's control.

- Description of an action plan for the implementation of
the climate transition strategy, including the specified
time frame for each step, and monitoring tools, including
corporate governance practices.

In order to ensure transparency and accountability, the is-
suer is obliged to submit an annual report on the progress
made in meeting its climate commitments that are articu-
lated in the corporate climate strategy and the decision to
issue transition bonds. As sections 1.3 and 1.4 of the same
chapter state, progress on climate transition and emissions
reduction should be verified by a third party. This third party
verification organisation should be a Russian entity qualified
by VEB.RF against the requirements set out in the Taxonomy
and be included in the national list of verification bodies!?
or a foreign company approved by ICMA or Climate Bond
Initiative!®* as an independent verifier. The verification body,
whose role is served mostly by rating agencies, publishes an
independent statement assuring compliance of the issued
bonds with international and national sustainability stan-
dards and principles as well as the achievement of interim
and final climate performance goals or lack thereof.

However, even though the regulations are in place, as of
May 2023, the Russian companies had not issued any cli-
mate transition bonds*. Director of the Corporate Relations
Department of the Central Bank of the Russian Federation
Elena Kuritsyna believes that one of the main reasons why
Russian companies do not use this type of financial instru-
ment is because “in order to issue such bonds, it is necessary
to have an internal sustainable development strategy. It is
still difficult for our companies to develop such strategies.
They don't have the experience yet’”. Therefore, the Rus-
sian Central Bank recently announced that it would prepare
a set of recommendations to help companies develop and
articulate their climate transition plans and sustainable de-
velopment strategies.

Even though national soft regulations on developing a valid
corporate climate transition plan have not been published
yet, there are several international initiatives that have for-
mulated recommendations in this regard, including the Inter-

12 “L st of Verifiers Approved by VEB.RF”, VEB.RF, 2022, https://xn--90ab5f.
xn--plai/en/sustainable-development/green-finance/national-compe-
tence-center/?tabs=verifiers_and_bond_issues.

3 “Approved Verifiers under the Climate Bonds Standard’, Climate Bonds
Initiative, https://www.climatebonds.net/certification/approved-verifiers.

* Prime, “CB Vypustit Rekomendacii po Formirovaniyu Strategii Kli-
maticheskogo Perekhoda”, May 18, 2023, https://1prime.ru/busi-
ness/20230518/840630345.html.

> Prime, “CB Vypustit Rekomendacii po Formirovaniyu Strategii Klimatiche-
skogo Perekhoda”.
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national Sustainability Standard Board (ISSB), the Transition
Plan Taskforce (TPT), etc. These initiatives deserve approbat-
ion for helping companies develop a robust transition road-
map to a low-carbon economy, although several differences
in approaches and methodologies do exist. In 2022, the is-
sue of the climate transition plans and their differences was
brought up by the group of international standard-setters,
resulting in a report that examines the core building blocks
for the plan in a variety of metrics. This “Climate Transition
Action Plans: Activate Your Journey to Climate Leadership”
(hereinafter — CTAP’s research)®¢ report brought about a ran-
ge of documents that guide and shape a credible climate
transition plan'’. As a result of the analysis, the guidance
formulated the definition of a climate transition action plan
as “A forward-looking list of actions taken in the near term
to align internal strategies and external climate and energy
policy advocacy to reduce GHG emissions in line with a 1.5°C
pathway and achieve a just transition®®”. For improving the
effect on climate plans, companies should disclose specific
blocks of information and pay close attention to carbon re-
duction actions and targets. According to CTAP’s research,
the following GHG reduction programmes and actions are
outlined:

- Energy efficiency and renewable energy programmes; ac-
tions on supply chain emissions reduction

- Waste reduction practices

- Switching fuel and electrification alongside fuel efficien-
cy programmes and/or electrification of transportation
and logistics?®.

The publication also highlights the importance of integra-
ting the transition plan into business strategy and gover-
nance. This includes adapting business models, conducting
research and development, developing new products and
services, and more, while also conducting robust scenario
analysis to assess climate-related risks and opportunities,
and implementing strong oversight and governance struc-
tures?,

In 2023, the definitions and elements of the climate stra-
tegies and plans were also brought up by ISSB as a part of
its IFRS S2 climate-related disclosure standard that is built
on the TCFD recommendations. One essential dimension of
the standard is how interconnectedness of a climate stra-
tegy and transition plan are explained. The standard defines
a climate-related transition plan as “an aspect of an entity’s
overall strategy that lays out the entity’s targets, actions or

6 CDP, Ceres, the EDF, Climate Transition Action Plans: Activate Your Journey to
Climate Leadership, 2022, 3, https://www.wemeanbusinesscoalition.org/
wp-content/uploads/2022/10/WMBC-Climate-Transition-Action-Plans.
pdf.

7 Reviewing 31 transition plan guidance documents from 17 organisati-
ons and surveying over 100 companies, investors, and other stakeholders
worldwide to benchmark relevant practices and identify common core
transition plan elements.

8 Climate Transition Action Plans: Activate Your Journey to Climate Leadership, 4.
9 Climate Transition Action Plans: Activate Your Journey to Climate Leadership, 7.
20 Climate Transition Action Plans: Activate Your Journey to Climate Leadership, 8.


https://xn--90ab5f.xn--p1ai/en/sustainable-development/green-finance/national-competence-center/?tab
https://xn--90ab5f.xn--p1ai/en/sustainable-development/green-finance/national-competence-center/?tab
https://xn--90ab5f.xn--p1ai/en/sustainable-development/green-finance/national-competence-center/?tab
https://www.climatebonds.net/certification/approved-verifiers.
https://www.climatebonds.net/certification/approved-verifiers. 
https://1prime.ru/business/20230518/840630345.html.
https://1prime.ru/business/20230518/840630345.html.
https://www.wemeanbusinesscoalition.org/wp-content/uploads/2022/10/WMBC-Climate-Transition-Action-Pl
https://www.wemeanbusinesscoalition.org/wp-content/uploads/2022/10/WMBC-Climate-Transition-Action-Pl
https://www.wemeanbusinesscoalition.org/wp-content/uploads/2022/10/WMBC-Climate-Transition-Action-Pl
https://www.wemeanbusinesscoalition.org/wp-content/uploads/2022/10/WMBC-Climate-Transition-Action-Pl
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resources for its transition towards a lower-carbon economy,
including actions such as reducing its greenhouse gas emis-
sions?”. According to paragraph 14 of the standard, a clima-
te transition plan should reflect the company’s response to
climate-related risks and opportunities in its strategy and
decision-making, current and anticipated changes to the
entity’s business model, including its resource allocation, to
address climate-related risks and opportunities. Additionally,
it should include direct and indirect mitigation efforts, infor-
mation about key assumptions used in developing the tran-
sition plan, and underpinning dependencies as well as how
the entity plans to achieve any climate-related targets, inclu-
ding GHG reduction targets; and quantitative and qualitative
information about the progress of plans?2. Another piece of
the explanatory jigsaw relates to climate strategy. The basic
elements of it are given in paragraphs 8 and 9 of the IFRS
S2 standard. According to IFRS S2, a climate strategy refers
to the approach and actions taken by an entity to manage
climate-related risks and opportunities. It also should ad-
dress the current and potential impacts of climate-related
risks and opportunities on the entity's prospects, business
model, value chain, corporate strategy, decision-making and
financial performance. When disclosing its climate strategy,
the company should specify how such risks and opportuniti-
es are integrated into the financial planning process as well
as the resilience of the entity's strategy and business model
to climate-related changes and uncertainties?>.

As noted earlier, policy makers are faced with the need to
reconcile building blocks of the climate plans and strategies.
For companies this means an iterative process of upgrading
and adjusting their documents in accordance with the re-
gulatory frameworks, non-binding disclosure standards and
own progress reports. Down the road the companies might
realize that their initial plan has to be modified to attain
long-term climate targets set in the strategy. These updates
and changes signify a dynamic, not static nature of transition
plans as an integral part of the overall climate strategy. In
Figure 1, the key take-aways related to both climate plans
and strategies are put together based on the reviewed inter-
national initiatives.

Another framework that will also shed light on climate tran-
sition plans and might become a golden standard in the
future is the Transition Plan Taskforce. It defines a transi-
tion plan as “integral to an entity’s overall strategy, setting
out its plan to contribute to and prepare for a rapid global
transition towards a low GHG-emissions economy?*. Accor-
ding to the TPT Disclosure Framework, a credible transition
plan should cover an entity’s high-level climate transition
ambitions, including GHG reduction targets; short- medium-

21 |SSB, IFRS S2: Climate-related Disclosure, 2023, 19, https://www.ifrs.org/
issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-clima-
te-related-disclosures/#about.

22 |[FRS S2: Climate-related Disclosure, 8-9.
2 |FRS S2: Climate-related Disclosure, 7.

24 TPT, The Transition Plan Taskforce Implementation Guidance, 2022, 6, ht-
tps://transitiontaskforce.net/wp-content/uploads/2022/11/TPT-Imple-
mentation-Guidance-1.pdf.

ANALYSIS

and long-term actions for achieving this strategic ambition
and how they will be financed; proper governance and ac-
countability mechanisms; and climate-related risks and op-
portunities management system that also incorporates the
impact on the environment and stakeholders that arise as
part of these actions?. Even though this framework is still in
progress and is not included into Figure 1, it contributes to
the understanding of what are the elements of the credible
transition plan through the lens of the financial sector that
allocates capital.

Figure 1.
Integration of Credible Climate Transition
Plans into Climate Strategy

Progress
re i

Progress Progress

Climate Transition  Climate
Plan 2 Transition Plan N

Climate
Transition Plan 1

(NZ) Long-term
Climate targets

Reporting
emissions and
CRROs
(foundations)

Source: generated by the authors based on CTAP’s Research and IFRS S2
Frameworks®

Given the structural similarity of the reviewed initiatives, four
core building blocks of transition plans that are also part of
climate strategies have been identified for the purpose of
this research paper (Figure 2). Integration of these blocks re-
sults in higher credibility of climate plans and strategies, as
well as in better-informed decisions of their users according
to international standard-setters. At the same time, the list
of the blocks and their elements is not exhaustive and can
be adjusted to the needs of other research papers.

The overarching aim of this research paper is to contribu-
te to the understanding of the climate transition plan as
a part of overall climate strategy, including its basic ele-
ments. In addition, this article is aimed at scrutinizing cli-
mate disclosure practices of Russian companies to find out
whether they comply with the recommendations of the
standard-setters. A number of Russian companies volunta-
rily disclose climate-related information. However, due to
limited environmental disclosure requirements?, including
those on climate performance, and the lack of nationally
determined methodologies?, market participants are imple-

2 The Transition Plan Taskforce Implementation Guidance, 6.

26 CRROs — Climate-related risks and opportunities. NZ — net zero.

7 Ellie Martus and Stephen Fortescue, “Russian Coal in a Changing Climate:
Risks and Opportunities for Industry and Government”, Climatic Change,

no. 173 (2022):25, https://link.springer.com/article/10.1007/s10584-022-
03420-0.


https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-relate
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-relate
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-relate
https://www.ifrs.org/content/dam/ifrs/publications/pdf-standards-issb/english/2023/issued/part-a/iss
https://transitiontaskforce.net/wp-content/uploads/2022/11/TPT-Implementation-Guidance-1.pdf. 
https://transitiontaskforce.net/wp-content/uploads/2022/11/TPT-Implementation-Guidance-1.pdf. 
https://transitiontaskforce.net/wp-content/uploads/2022/11/TPT-Implementation-Guidance-1.pdf. 
https://link.springer.com/article/10.1007/s10584-022-03420-0.
https://link.springer.com/article/10.1007/s10584-022-03420-0.
https://doi.org/10.1007/s10584-022-03420-0. 
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menting disclosure practices at their own discretion. Howe-
ver, is such disclosure sufficient to comply with the criteria
of best practices and requirements of the IFRS S2 standard,
which is being adapted in the international arena and by the
Central Bank of Russia?

Figure 2. Building Blocks for the Climate Transition
Plan as a Part of Climate Strategy

Emission reduction actions

Source: generated by the authors

Two research questions are put forward:

1) Is there any convergence among the Russian companies
on what concepts of climate strategy and transition plan
stand for?

2) Do the Russian companies disclose climate-related infor-
mation in a systematic and sufficient way that complies
with the requirements of the Russian Central Bank and
international frameworks?

Methodology
To sample companies for research purposes, the tiered
screening approach has been applied with the following cri-
teria for each tier:
o Tier 1: Companies that are listed in the RAEX Top-600 by
sales volume as of November 24, 2021
e Tier 2: Companies that are in the TOP-100 companies
from the RAEX Top-600
 Tier 2: Companies that have a climate/sustainability re-
port or the sustainability section in its annual report for
2021
* Tier 3: Separate companies and subsidiaries or regional
branches that report on climate/sustainability perfor-
mance within their own boundaries®.

In the end, there are only 44 companies out of the initial tier
left for further in-depth analysis (Figure 3).

28 Svetlana Vozykova and Yuri Kustikov, “Current Trends and Key Limi-
tations of Climate-Related Disclosure by Russian Companies’, /OP
Conference Series: Earth and Environtal Science, no. 866 (2021): 6,
https://iopscience.iop.org/article/10.1088/1755-1315/866/1/012030/
pdf.

2 There is one example of an international corporation with a branch in
Russia that issues annual sustainability reports within its boundaries and
one example of a Russian subsidiary that publishes its report separately
from the parent company.
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Figure 3. Shortlisting Process and Results

Selection of TOP-100 from the RAEX Top-600 Russian
cornpmies by sales volurme

Minus 36 tes without cf b neport or
the sustainability section in the annual report for 2021

Minus 20 subsidianies of Russian or foreign companies o regional
by hes without own ol i dity report for 2021

5 TOTAL: 44 shortlisted companies

Source: generated by the authors

The climate-related information disclosed by the remaining
44 entities in their sustainability reports and in the sustai-
nability section of their annual integrated reports has been
analyzed by applying the set of criteria based on internati-
onal best practices mentioned in the introduction adjusted
to the maturity level of sustainability and climate-related
disclosure by the Russian companies®. This set includes
the following elements (criteria) that are divided into four
blocks:

e Governance: climate policy, board of director’s oversight,
climate performance remuneration

* Foundation: use of TCFD/CDP frameworks, scenario analy-
sis, backward-looking emissions disclosure (Scope 1, 2, 3)

* Long-term Climate targets: science-based and long-term
emissions reduction targets, scope 3 targets

e Emission reduction actions: forestry, energy efficiency, re-
newables, fuel switching and waste reduction program-
mes; green products; climate-related financial instru-
ments.

It's worth reiterating that there are various perspectives on
what blocks and elements the plan and strategy should con-
sist of and have in common. In this article, attention is paid
to the requirements of the Russian Central Bank, CTAP’s re-
search, and the voluntary IFRS S2 standard, which was de-
veloped in accordance with the expectations of the financial
sector actors discussed above.

Results
Governance

Does the company have a climate change policy? If not, are cli-
mate-related issues covered in corporate sustainability or en-
vironmental policy?

25 out of 44 companies have climate-related aspects cove-
red by corporate policies. 13 of them, or 30% of the total,
have a corporate climate policy as a specific document that
reflects the company's position on climate change, elabo-
rates on its approach for current activities and further ac-
tions, and articulates some relevant commitments. At the

% The only exception is Magnitogorsk Iron & Steel Works. The company
discloses its climate-related information for 2021 on the website: MMK,
Information Disclosure, 2021, https://mmk.ru/ru/sustainability/ecology/
environmental-management/.


https://iopscience.iop.org/article/10.1088/1755-1315/866/1/012030/pdf.
https://iopscience.iop.org/article/10.1088/1755-1315/866/1/012030/pdf.
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same time, there is no unanimous approach for naming the
document. Among the most frequently met titles are: “Cli-
mate Policy”, “Company’s Position on Climate Change” and
“the Environmental Policy on Climate Change”. However, the
title itself seems to have no correlation with how the docu-
ment is structured and detailed. 12 companies, or 27%, have
environmental or sustainability policies that describe, vary-
ing in detail and quality, the company’s intentions, commit-
ments, and/or measures aimed at combating climate change
and/or mitigating its negative impact, i.e. they incorporate
climate-related issues into the environmental ones with lit-
tle or no distinction between them.

Does the company's board of directors oversee climate-related
issues andy/or activities?

There is a member or a committee at the board of directors
level responsible for overseeing climate-related issues and
corporate climate performance in 23 companies. Generally,
the main aspects to keep track of at the senior management
level are carbon emission reduction and climate risks.

Does the company's remuneration system incorporate KPIs that
are tied to climate and/or environmental performance?

15 companies have set climate or environmental KPIs that
are tied to the remuneration system for either top-or mid-
dle-level managers. The common practice would be to set
such performance indicators for the board members nomi-
nated to be responsible for climate change oversight or for
the chief sustainability officer.

As for the corporate governance of climate-related issues, the
analysis has shown that 25 sampled companies, or 57%, disclo-
se sufficient information on one or more aspects regarding cli-
mate governance practices. 12 of these 25 companies, or 27%
of the total number, meet all three climate governance criteria.
Surprisingly, one company does not have a climate policy, alt-
hough showing very high performance on the other two criteria
in this category as well as in the others.

Foundation

Does the company use the TCFD Recommendations when repor-
ting on climate change and/or submit the CDP Questionnaire?
24 companies, or 55%, apply the TCFD Recommendations
and/or CDP when reporting on climate change. However,
the use of these reporting frameworks does not guarantee
the quality of disclosures that vary among sampled Russian
companies.

Does the company use one of the internationally recognised cli-
mate scenarios (e.g. IPCC SR 1.5) or one of their own?

The overwhelming majority of frameworks and standards
on climate-related disclosure and climate transition plans,
including the new IFRS S2 on climate-related disclosure,
ICMA3!, CTAP’s research, put a strong emphasis on conduc-
ting climate scenario analysis for a robust transition stra-

3L ICMA, Climate Transition Finance Handbook. Related Questions, 2020,
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/
CTF-Handbook-QA-09122020.pdf.

tegy. However, only 17 out of 44 companies, or 39%, men-
tion using scenario analysis in their reports. As a common
practice, companies apply the three IPCC scenarios (SSP1-
2,6, SSP2-4,5 and SSP5-8,5) and base their assumptions on
them.The SSP2-4,5 2°C scenario is more likely to be used as
a dominant one.

Does the company disclose its Scope 1, 2 and 3 absolute emis-
sions and/or carbon intensity metrics for the last three years?
34 companies, or 77%, report their emissions, but to diffe-
rent extents. 12 companies, or 27%, disclose all three sco-
pes of emissions and/or carbon intensity metrics for the last
three years. 13 companies report on both scope 1 and scope
2 emissions, but do not report scope 3. Finally, 9 companies
disclose only their scope 1 emissions.

Does the company disclose its Scope 3 emissions?

19 companies out of 44, or 43% of the total, disclose their
scope 3 emissions. It should be mentioned that the “yes or
no” — type of questions used in our research suits the pur-
pose of showing a big picture of climate-related practices
among the top Russian companies, but does not enable us
to make a thorough and in-depth comparison. For instan-
ce, some companies provide detailed and comprehensive
calculations of their scope 3 emissions, while others indicate
only the final number of emission volumes.

Overall, in the foundation block, 10 companies, or 23% of the fi-
nal sample, fully meet all four criteria. Only 2 companies, or 5%
of the total, met just one criterion in the foundation block. Alt-
hough more than half of the sampled companies adopted the
global baseline for climate disclosures (TCFD, CDP) and built on
it, there is still room for improvement.

Long-term Climate Targets

Has the company set science-based emissions reduction targets
approved by the Science Based Targets Initiative?

Only 4 companies, or 9%, have set climate targets in accor-
dance with the Science Based Targets Initiative. On top of
that, 3 companies announced their intentions to set such
emission reduction targets in the foreseeable future.

Does the company have medium and/or long term emissions
reduction targets (beyond 2025)?

19 companies, or 43%, on the list set long-term reduction
targets, and some of them mention reduction plans up to
2050. These targets also vary in quality and detail, limiting
the ability of external users of information to evaluate their
consistency and credibility.

Has the company set the Scope 3 emissions target?

Only 2 companies from the list set their scope 3 emissions
target. This is significantly lower than the number of compa-
nies that report their actual data on scope 3 emissions.

Overall, despite a fairly high proportion of sampled companies
reporting on CO2 emissions and climate action, a very small
percentage actually set science-based emissions reduction tar-


https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/ CTF-Handbook-QA-09122020.pdf.
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/ CTF-Handbook-QA-09122020.pdf.
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gets and Scope 3 goals, and less than a half of the sample set
medium and long-term reduction targets. As a result, only 2
companies meet the full criteria in the long-term climate tar-
gets block.

Emission Reduction Actions

Does the company have any offset or forest fire protection pro-
jects in its portfolio?

Although companies that elaborate on the physical climate
risks associated with their business operations often men-
tion the danger of forest fires, only 11 companies, or 25%,
report their actions towards decreasing forest fire hazards.
Forest-based carbon offsets also have limited application
among the sampled companies.

A number of companies report on the adoption of plans of
organizational and technical measures to ensure fire safe-
ty at production facilities, paying attention to the safety of
forest funds on the territory adjacent to the company’s faci-
lities. Such plans include both technical fire-fighting drills
and personnel training activities. Some companies report on
more specific actions, such as replacing overhead high-vol-
tage power lines with underground cables to minimize fire
risks.

Does the company participate in any green sectoral initiatives
and/or have green certificates?

29 companies, or 66%, participate in green sectoral initiati-
ves, having received green certification, including internatio-
nal ones. For instance, the Russian mining companies active-
ly participate in ICMM (International Council on Mining and
Metals). Most common green certifications received by the
sampled companies are FSC (Forest Stewardship Council)
and LEED (Leadership in Energy and Environmental Design).

Does the company have a renewable energy programme
in place?

Russian companies, while acknowledging renewable energy
as a decarbonization solution, put limited effort to imple-
ment these types of mitigation projects. More than half of
the companies in the final sample declare that they have
projects on developing and implementing renewables
(29 companies or 66%), but do not elaborate in more detail
on actual emission reductions from these projects and in-
vestment volume of them.

Companies report on the energy consumption structure, spe-
cifically noting that the growth in renewable energy con-
sumption is associated with the replacement of traditional
generation means by solar and wind power plants. Some
companies also support hydropower development projects.

Does the company implement circular economy practices?

In addition, 26 companies, or 59% of the final sample, sup-
port initiatives on the circular economy, considering waste
management and production of recyclable goods. Some me-
tallurgical and oil and gas companies declare the processing
of secondary raw materials and the subsequent profit from
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the sale of recycled waste. Companies in other sectors, such
as technology and transport, are placing more emphasis on
the implementation of circular economy practices as part of
their green office programs: they encourage separate waste
collection by employees and customers, send waste for recy-
cling, and use environmentally friendly consumables.

Does the company have an energy efficiency programme
in place?

Almost all of them — 41 companies or 93% — do have pro-
grams for increasing the energy efficiency of their busines-
ses. Since companies disclose information about energy ef-
ficiency programs only partly, it is difficult to evaluate the
effectiveness of these energy efficiency measures and pro-
jects. The point is that information about activities in this
area is qualitative rather than quantitative, and often is not
enhanced by specific goals or KPlIs.

Does the company have a programme for switching its operati-
ons to lower-carbon fuel?

25 companies have changed part of their business opera-
tions to lower-carbon fuels such as natural gas or biofuel.
Although the Russian government has programmes suppor-
ting such initiatives, not all companies claim their readiness
to continue switching from gasoline. There are examples of
companies that take action toward the replacement of tra-
ditional fuels with LNG or biofuel as a part of larger climate
action programmes or green initiatives. However, in sever-
al cases, the increase in gas fuel consumption is associated
with the rise in overall consumption of fuels, including gaso-
line. Moreover, there is a case of a company that has suspen-
ded the greening of fuel mix, since it is not economically
viable at the moment.

Does the company have a green product line and/or disclose the
profit gained from selling green products?

Although 15 companies have developed a range of gre-
en products, they do not earmark green revenues genera-
ted from the sales of these products in most cases. At the
same time, several energy companies report production of
low-carbon fuels, as well as profits from the use of energy
from renewable sources and equipment for electric vehicles.
Companies in the chemical sector also mention environ-
mentally friendly products such as organic fertilizers. Retail
sector reports on the production of recycled goods.

Does the company have financial products linked to climate
performance in its portfolio?

Banks are reluctant to disclose information on green pro-
ducts by client; therefore, an emphasis is placed on green
bonds in the research. As for bond market, it provides limited
funds for the Russian companies to address the climate-re-
lated issues. There are only 2 companies among those samp-
led companies that have experience in attracting invest-
ments through the issuance of sustainable debt instruments
that fall under the criteria of the Moscow Stock Exchange.

Overall, a fairly large number of companies report on various
programs and projects in the field of emission reduction. Ne-
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vertheless, companies face a degree of difficulty in creating a
portfolio of mutually reinforcing and comprehensive mitigati-
on options. Only one company from our sample meets the full
set of criteria identified in the block. Part of the answer might
lie within the area of sector-specific business activities that are
mirrored in emission reduction projects and impose some limita-
tions on scope of mitigation options. However, most companies
have energy efficiency, renewable energy and circular economy
programs in place.

Conclusion

If we were to summarize the climate-related disclosures of
Russian companies, answering the first research question, it
appears that one of the barriers inhibiting consistent repor-
ting on the implementation of carbon reductions is a lack of
convergence among the sampled companies in defining the
concepts of climate strategy and transition plan. This confu-
sion has far-reaching implications for external users of cli-
mate-related information, especially for financial institutions
that provide funds for carbon-reduction projects and need
to monitor progress against targets. These conclusions are
aligned with the results of CTAP’s research. It has also shown
that there is confusion among market participants regarding
the core elements of the transition plans and strategies. In
many cases, companies do not distinguish climate plans
from goal setting. For instance, many companies rely on the
SBTi as their main source of guidance, despite it being a GHG
target setting and validation platform32. The abundance of
various transition plan guidance documents makes this task
even more challenging. Lack of convergence in definitions is
exemplified also by RAEX’s ESG Ranking “RAEX Top-50 Cli-
mate”. It analyses climate policies and programmes on CO2
emission reduction, not discerning the difference between
plan and programme. At the same time, RAEX indicated that
companies’ commitments placed in formal documents are
not sufficient to reach goals on cutting emissions. In other
words, the gap between the goals set and the actual effects
does exist.

An answer to the second research question cannot be de-
coupled from the first one, since the lack of convergence in
defining the climate strategy is inextricably linked to limited
compliance with standards and recommendations. Despite
visible efforts by Russian companies from the TOP-100 RAEX
to comply with the disclosure requirements of the Russian
Central Bank or international frameworks, the immediate
outlook remains divergent. More specifically, if companies
follow any standard, they tend to use the framework propo-
sed by TCFD or CDP. The sampled companies, in an attempt
to comply with standards, find themselves in a mire of soft
regulation. Consequently, this results in the absence of a ba-
seline for climate-related disclosures. Not surprisingly, less
than half of the companies in the sample provide informa-
tion on the criteria identified for the research purposes. The
most disclosed criteria (more than 50% of companies) relate
to the actions that companies direct to reduce their carbon
footprint, such as energy efficiency programs, the develop-

32 Climate Transition Action Plans: Activate Your Journey to Climate Leadership, 3.

ment of renewable energy sources and the implementation
of the principles of the circular economy. In addition, slightly
less than 40% of companies use scenario analysis based on
both existing research and their own calculations.

The results of current research are sending an unequivocal
message that without transparent climate strategy, transition
plans and settled goals, such actions cannot be considered
as sufficient. To comply with the requirements of the national
regulator and international organizations, Russian industries
should elaborate further on setting long-term climate action
plans and specific goals, developing a stronger foundation
for their climate action as well as implementing the practice
of environmental and climate governance within their busi-
nesses. To assist companies in wading through innumerable
recommendations and standards, Russian policy-makers can
create by setting a set of national definitions and criteria
for a credible transition plan and climate strategy based on
international best practices.
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