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The article analyzes preconditions, speciﬁcs, and results of the ﬁrst Russian environmental rating of oil
and gas companies. The Russian oil and gas industry, strategically important for the national economy, is
also environmentally unfriendly and opaque. Companies lack adequate motivation to follow best international environmental standards and practices for disclosure of information about their environmental performance and impacts. Environmental responsibility of the oil and gas sector has been subject
to both public scrutiny and scientiﬁc discussions for many decades; however, these issues have been
rarely (if ever) explored using a reliable and equitable tool which would provide for comparison between
different companies. This article attempts to analyze the application of such a tool e environmental
responsibility rating of oil and gas companies in Russia. The idea behind launching the rating was to
provide end consumers and ﬁnancial institutions an opportunity to compare the companies' products
and services and to evaluate corporate risks (including reputation) on the basis of unbiased comparison
and evaluation of the companies' environmental responsibility and their management's commitment.
The rating's rationale is premised on the assumption that an environmental rating based on publicly
available data and information could be accepted by companies' top management as a competitive
advantage (or disadvantage) in obtaining access to better (cheaper and long-term) ﬁnancial resources,
and in improving market demand for their ﬁnal value-added products. This study offers a complex
analysis of qualitative and quantitative indicators of companies' activities in three ﬁelds: environmental
management, environmental impact, and disclosure/transparency. The rating's results demonstrate that
there are big differences among Russian oil and gas companies in their levels of environmental responsibility and transparency. Large, publicly-traded companies with a strategic focus on gas have
received top ratings. Privately held, smaller oil companies are at the bottom, along with the subsidiaries
of major Russian and international corporations (transparency of subsidiary companies tends to be lower
than that of parent corporations). In some cases, a close relationship between the company's management and population of the surrounding region plays a positive role in promoting environmental responsibility. Assumptions for this environmental rating have been at least partially conﬁrmed by the
positive dynamics of the associated petroleum gas (APG) utilization level by oil and gas companies in
Russia. This rating is based on novel and creative approach and has already contributed to forming
average quantitative impact indicators in the industry. The assumptions and conclusions of this study can
also be tested by comparing the ﬁrst environmental rating of oil and gas companies' data with the data
produced in the next rating.
© 2016 Elsevier Ltd. All rights reserved.
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1. Introduction
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Environmental regulations are frequently framed as a zero-sum
game, with economic growth pitted versus regulatory “red tape” or
“administrative burden”. In May 2000, perception of environmental
regulations as a corrupt administrative barrier was one of the main
reasons for dismantling an independent governmental environmental protection agency, the State Committee for Environmental
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Protection (Goskomekologiya) (Larin et al., 2003; Henry and
Douhovnikoff, 2008; Mol, 2009). However, removal of these
“burdensome” environmental requirements for the sake of economic
development did not increase foreign investment in the Russian
economy, nor did it boost economic development or quality of
governance. Furthermore, corruption risks associated with government pressure under the pretext of “environmental regulations”
remained signiﬁcant (World Bank, 2009, Shapovalov, 2013; Shvarts
et al., 2015 etc.).
Contemporary environmental regulatory tools draw on a combination of ‘hard’ mandatory regulatory measures imposed by the
government and ‘soft’ voluntary commitments to environmental
responsibility standards adopted by companies. Mandatory regulatory requirements obstruct attempts by companies to minimize
costs associated with environmental responsibility standards, in
order to force them to meet at least the market average standard. At
the same time, some industries choose to adopt voluntary environmental standards, which they believe will increase their
competitive advantage in environmentally sensitive markets and
afford access to longer-term and affordable sources of ﬁnance
(Beurden and Gossling, 2008; Stuebs and Sun, 2010; Prakash and
Potoski, 2012, etc). There is also growing evidence of the
increasing adoption of voluntary standards in emerging economies
(Shvarts and Gerasimchuk, 2010; Qu et al., 2013; Earnhart et al.,
2014). Voluntary standards normally are subject to ‘third-party’
independent compliance conﬁrmation or assurance (certiﬁcation,
audit or involvement of independent stakeholders) (Tysiachniouk,
2013; Raufﬂet et al., 2014; Sharkey and Bromley, 2015, etc).
The rate of adoption of voluntary standards varies between
economic sectors. Signiﬁcant differences have been observed between industries representing so-called ‘soft commodities’ (timber,
pulp and paper, marine bioresources, aquaculture, beef, palm oil,
etc.) and the oil and gas industry (Ran€
angen and Zobel, 2014). As far
as the forest sector and living marine resources are concerned, exports are sensitive to market pressures from developed countries,
and therefore are inﬂuenced by international sustainability, legal
requirements, and expectations with respect to import compliance.
Corporate procurement policies of the largest retailers, wholesalers,
and fast moving consumer goods (FMCGs) such as IKEA, Unilever,
Walmart, Home Depot, and others also play a signiﬁcant role.
Therefore, the Forest Stewardship Council (FSC) voluntary certiﬁcation for the forestry sector was adopted in Russia as early as in
1999 (Keskitalo et al., 2009; Tysiachniouk, 2012; Shvarts et al., 2015).
By 2015, 40.91 million hectares of forests were FSC-certiﬁed
(14.09.2015), accounting for over 23% of all forests being used
industrially in the country. Globally, Russia is second only to Canada
in terms of FSC-certiﬁed forest areas (Shvarts et al., 2015).
Literature on certiﬁcation standards is diverse and growing,
depending on the sector, but gaps in such literature are signiﬁcant.
There were at least 39 studies done between 1998 and 2012 on
corporate social responsibility (CSR) practice and standards
implementation by mining companies. However, none of these
studies covered mining operations (including oil and gas) in Russia
(Ran€
angen and Zobel, 2014), even though Russia is the second
largest producer of natural gas globally and the third largest producer of liquid hydrocarbons, after the U.S. and Saudi Arabia (U.S.
Energy Information Administration, 2015). This gap can be
explained at least partially by the difﬁculties in obtaining relevant
data on the Russian oil and gas industry, one of the most nontransparent sectors of the Russian economy. As of 2013, the oil
and gas sector was responsible for about 67.2% of Russian exports
value1 (Goskomstat, 2015). However, none of the Russian
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companies were evaluated in the “Sample of the bestein-class
companies from the mining, oil and gas industries” (Raufﬂet et al.,
2014).
Government control over environmental regulation is considered to be an administrative barrier, with relevant corruption risks.
The Russian Union of Industrialists and Entrepreneurs (RSPP)
estimated ‘informal’ spending by businesses (bribes and other
different shadow payments) at the level of 100 billion rubles in
2013 alone, whereas ofﬁcial pollution fees and environmental
charges imposed and levied in the same year amounted to only 24
billion rubles (Shapovalov, 2013). Yet such ‘informal’ expenses are
considered by large corporations as the ‘lesser evil’ when compared
with confronting corruption in government regulatory bodies
through transparency in environmental impact information and its
disclosure to public, non-governmental organizations and other
companies (competitors).
During the 2000s, high oil prices were a key factor in Russia's
economic development. Russian oil and gas companies are actively
involved in international trade (over 70% of oil and gas is exported).
Moreover, 60% of Russian oil and 90% of gas are supplied to the
European Union (EU) countries, making this industry highly
dependent on European demand (Paillard, 2010). Some oil and gas
companies with large production volumes (Rosneft, Gazprom Neft,
Gazprom, Zarubezhneft) are owned by the government. These
companies, facing weak pressure from civil society, have utilized
their state-owned status in order to avoid meeting requirements
with respect to transparency and environmental responsibility of
their operations. The difference between the economic leverage of
the oil and gas, and the forestry and ﬁshery sectors is quite signiﬁcant, with 71.5% of exports coming from selling mineral resources and only 2.1% of export representing timber, pulp, and
paper commodities as of 2013.2 Before oil prices collapsed by 50% in
2014, the oil and gas market was a ‘seller's market’. Therefore,
improving environmental responsibility standards and transparency in the oil and gas industry through implementing ‘soft’
responsibility mechanisms is a critical task aimed at reduction of
environmental risks. In particular, there are few practical examples
of international ﬁnancial institutions taking environmental and
social risks into account when ﬁnancing large oil and gas projects,
despite their own policies and procedures (Douma, 2010).
The oil and gas sector lacks certiﬁcation schemes like those
currently in use in ‘soft commodities’ sectors such as the FSC system adopted in forestry, the Marine Stewardship Council (MSC)
standard in marine bioresources, and the Aquaculture Stewardship
Council (ASC) certiﬁcation in aquaculture. Major sustainable
development/sustainability frameworks, such as Global Compact,
the Organization for Economic Co-operation and Development
(OECD) Principles for Corporative Governance, International
Council on Mining and Metals (ICMM) principles for sustainable
development, the Global Reporting Initiative (GRI), Integrated
Reporting, etc (Moran et al., 2014; Raufﬂet et al., 2014). are much
more general and provide less accountability e with the possible
exception of GRI e and do not provide direct and simple communication with consumers and chain-of-custody business partners.
At the same time there have been some attempts to use various
Sustainability Indexes and Green Ratings for similar purposes, i.e.,
to encourage “good corporate citizens” that act above formal state
requirements to pursue a competitive advantage and to push “bad
corporate citizens” to meet mandatory environmental standards.
There are analyses of how Canadian corporations use the Dow Jones
Sustainability Index (Searcy and Elkhawas, 2012) and of the Green
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Rating Program in India (Gupta and Goldar, 2005; Powers et al.,
2011). A similar approach has been proposed for the oil industry
in general (Jung et al., 2001). A number of developing countries
have launched public disclosure programs (Blackman, 2010),
including the GreenWatch Program in China (Wang et al., 2004),
Eco Watch in Philippines (Wang et al., 2004) and PROPER in
Indonesia (Garcia et al., 2007). Studies show that these programs
have reduced the percentage of ﬁrms that are not complying with
environmental regulations. Moreover, Powers et al. (2011) found
that India's Green Rating Program caused large pulp and paper
plants with the worst initial environmental performance to reduce
emissions of certain pollutants by 9e19%. Similarly, Garcia et al.
(2007) found that Indonesia's PROPER program prompted a 33%
reduction in companies' emissions. In some cases, companies' record of compliance improved under threat of public disclosure and
before program implementation (Wang et al., 2004). Multi-criteria
indicators for Sustainability Rating in suppliers of the oil and gas
industries have been developed for Brazil (Barata et al., 2014).
Ratings and ranking by third-party evaluators have been
becoming increasingly important as tools for improving corporate
environmental performance. Rated ﬁrms may be more responsive
to ratings systems when the number of their rated peers increases.
Furthermore ratings may generate diffuse or spillover effects even
among unrated ﬁrms. An increase in the amount of peer companies
being rated is often associated with emissions reductions (Sharkey
and Bromley, 2015).
Progress has been observed in development and implementation of voluntary environmental responsibility standards for mining and extractive industries in developing countries. Research on
these topics is summarized in special issues of “Resources Policy”
(Hilson, 2012) and “Journal of Cleaner Production” (Lodhia and
Hess, 2014; Moran et al., 2014; Raufﬂet et al., 2014). However, all
these studies deal with oil and gas companies in developed countries, with only Brazil (Raufﬂet et al., 2014) and Mexico representing the developing world. At the same time, current representation
of western companies such as BP and Shell as CSR “world leaders,”
and Asian state owned oil companies as “bottom feeders” (Pegg,
2012), has the potential to increase signiﬁcance of the best international voluntary environmental standards as a basic benchmark
for fair global competition in the ﬁeld of environmental responsibility. Theoretically, international environmental responsibility standards should close the gap in the level of
environment responsibility implementation between companies
from different countries and regions facing varying levels of
mandatory legal requirements.
Based on the facts above, the following research working hypotheses and research questions are offered:
 Research hypothesis 1. Mixing market-based approaches based
on voluntary international environmental standards with
command-and-control national standards is a more effective
approach than traditional mandatory national environmental
regulations alone. This hypothesis is most applicable to
emerging countries with a high risk of corruption and low
resistance by state authorities to pressure from companies that
ignore mandatory environmental responsibility standards.
 Research hypothesis 2. Implementation of international environmental standards in emerging economies and developing
countries could create disincentives for those Foreign Direct
Investments (FDIs) which seek to invest in ‘pollution havens’.
 Research question 1: Can voluntary mechanisms based on international environmental responsibility standards have a signiﬁcant impact on the oil and gas sector, comparable with the
inﬂuence of international voluntary standards applied to soft
commodities (timber, marine biological resources, etc.)?
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 Research questions 2: Are there signiﬁcant differences in levels
of environmental responsibility between different types of oil
companies depending on their ownership status (state owned
vs. privately owned)?
 Research question 3: Are there signiﬁcant differences in levels
of environmental responsibility between oil companies
depending on the degree of their internationalization (Russian
ownership and capital vs. international/foreign ownership and
investors)?

2. Rating objective and targets
The oil and gas sector is one of the most environmentally unfriendly industries in Russia, with a signiﬁcantly larger environmental impact than other sectors. At the same time this industry is
the basis of Russian economy, and will remain such in the foreseeable future. In order to reduce the industry's impact on the
environment, consumers and ﬁnancial institutions should give
preference to companies that inﬂict minimal environmental damage and demonstrate a willingness to engage in environmentally
responsible behavior. In order to make an informed decision, endconsumers and/or ﬁnancial institutions must have access to unbiased information regarding the extent of a company's environmental responsibility. The idea behind launching the rating was to
provide end-consumers and ﬁnancial institutions an opportunity to
choose between corporate products and services, and to evaluate
corporate risks (including reputation) on the basis of an unbiased
comparison of environmental responsibility and commitments by
companies' management.
This environmental rating of Russian oil and gas companies was
carried out by WWF-Russia and the CREON consulting group, with
participation of the National Rating Agency (NRA), in 2014
(Environmental Responsibility Rating …, 2014).
The organizers set out to complete the following tasks:
1. Identify key indicators of environmental activities for oil and gas
companies in Russia;
2. Compare the main stakeholders in the oil and gas sector by
assessing performance in three main areas: quality of environmental management, environmental impact per unit of production, and the extent of companies' readiness to disclose
important information about their environmental impact; and
3. Establish a baseline for year-by-year changes in companies'
operations in the above-listed areas.

3. The rating's basis
The rating's ecological criteria are based on Environmental
Standards for Operations … (2005), a document developed by a
coalition of non-governmental environmental organizations as a
common environmental public standard for improvement of oil
and gas companies' environmental policies, procedures and practices. During the last decade this public document has played an
important role in establishing and improving corporate environmental policies of Russian oil and gas companies. International oil
and gas companies operating in Russia are well-acquainted with
this document as well.
A draft of the rating method was publicly discussed during the
21st World Petroleum Congress (Moscow, July 17, 2014). Regular
face-to-face consultations with relevant stakeholders were conducted in order to improve the rating's method. Evaluation was
carried out in all segments, starting from exploration and
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Table 1
Results of the environmental responsibility rating of oil and gas companies in Russia.
Company
name

Publicly traded
at stock exchange
(Yes/No)

Presence of foreign
shareholdersa

Participation of the state (Russia and/
or authorities of Russian regions)
in share capitalb

Oil and gas condensate
production volume
(mln tons, 2013)

Final rating
score

Final
ranking

Surgutneftegaz
Sakhalin Energy

Yes
No

1,6164
1,5253

1
2

Yes
Yes
No
No
Yes
No
Yes
Yes
Yes
Yes
No
No
No
No
No
No
No

No
Yes (Production Sharing
Agreement (PSA) Sakhalin-2)
Yes
Yes
No
Yes
Yes
Yes
No
Yes
Yesc
No
Yes
Yes
No
Nod (PSA Sakhalin 1)
No
No
Noe (Kharyaga PSA)

61.5
5.4

Gazprom
Tatneft
Irkutsk Oil Company (INK)
Salym Petroleum
Rosneft
Zarubezhneft
Lukoil
Gazprom Neft
Bashneft
NOVATEK
Slavneft
Tomskneft VNK
RussNeft
Exxon Neftegas Lmt.
Alliance
Belkamneft
Total E&P Russie

No
Yes (Shell, Mitsui,
Mitsubishi)
No
No
No
Yes (Shell)
Yes (ВР)
No
No
No
No
No
No
No
No
Yes (Exxon)
No
No
Yes (Total)

16.3
26.4
2.8
7
192.6
2.8
86.7
32.2
16.1
4.3
16.8
10.2
8.8
7
2.4
2.2
1.6

1,3545
1,2870
1,1106
1,0996
1,0860
1,0556
0,9943
0,8717
0,7315
0,7205
0,4312
0,3757
0,2804
0,2698
0,1852
0,1852
0,1852

3
4
5
6
7
8
9
10
11
12
13
14
15
16
17e19
17e19
17e19

a

Value positive if the share of foreign investors is no less than 10%.
Value positive if the share of the state is no less than 10%.
At the moment of rating compilation, the main shareholder of Bashneft was a privately owned Sistema JSFC. In December 2014, Sistema JSFC and its subsidiaries
transferred the controlling stake of Bashneft shares to the Russian Federation represented by the Federal Agency for State Property Management (Rosimushestvo) on the basis
of Moscow City Arbitration Court ruling.
d
Exxon Neftegas Limited is the operator of the Sakhalin 1 international consortium project that comprised of the following participants: Exxon Neftegas Limited - a
subsidiary of U.S.-based ExxonMobil, Rosneft, acting via its afﬁliates RN-Astra and Sakhalinmorneftegas-Shelf; Japanese consortium SODECO and Indian state-owned oil
company ONGC Videsh Ltd.
e
Total E&P Russie is the operator of the Kharyaga PSA international consortium project that comprised of the following participants: Total E&P Russie - a subsidiary of
French-based Total, Statoil, Zarubezhneft and NNK (Nenets Oil Company).
Source: company information, National Rating Agency (NRA) estimates.
b
c

production (E&P) to processing; values are indicated for production
and processing combined.3
The rating is based only on publicly available information
regarding activities of companies in the Russian Federation. The
rating was calculated by a professional rating agency (National
Rating Agency), which was selected through a competitive tender.
Companies to be included in the rating were selected based on their
volume of production. The lower limit was set at 1.5 million tons of
oil equivalent (oil and gas condensate). In 2013 19 companies
included in rating produced 503.1 million tons of the 523.4 million
tons of total oil equivalent production, or 96 percent of the total oil
and condensate production.
The organizers plan to publish the rating annually, which will
allow to evaluate dynamics of the rating's environmental
indicators.
4. List of rated companies
In total, 19 companies were included in the rating. Table 1
contains company names, estimated hydrocarbon production volumes (million tons of oil equivalent, 2013), stock exchange listings,
information on foreign shareholders, whether the Russian state is a
shareholder, and the ﬁnal rating score and ranking.
It should be noted that some companies listed in Table 1 are
shareholders of other companies in the same table (Gazprom owns
Gazprom Neft and Sakhalin Energy; Gazprom Neft and Rosneft own
Slavneft and Tomskneft VNK). All companies in Table 1 were

3
Even though transportation of hydrocarbons poses signiﬁcant environmental
risks and contributes to a company's environmental impact, it was not taken into
account in the rating due to overall lack of information.

reviewed and rated as independent entities, as they maintain their
own corporate policies, including environmental and social responsibility ones, and are not under operational control of their
shareholders.
5. The rating method
The rating consists of three sections: Environmental Management, Environmental Impact, and Disclosure/Transparency.
Section 1 (Environmental Management). In most cases criteria
in this section are signiﬁcantly stricter than mandatory environmental regulations in Russia. These criteria correspond to the best
global standards and practices in the oil and gas business.
Section 2 (Environmental Impact) evaluates the scale of oil and
gas companies' impact on the environment. In particular, the level
of damage is assessed for air, water, and land resources during
project implementation. In most cases the criteria are based on
components of ofﬁcial statistics on environmental protection. This
section includes quantitative values that are transformed to a
qualitative scale by comparing criterion to industry-average indicators. The industry-average indicators, when not available from
ofﬁcial sources, are calculated as an arithmetic mean value of
companies participating in the rating. For comparative analysis
across the companies, the data are used per production unit
(Table 3).
Section 3 (Disclosure/Transparency) evaluates the extent of
companies' readiness to disclose information with respect to the
environmental impact of their industrial activities. Historically, the
Russian oil and gas sector was considered a rather non-transparent
community, not least because of its unwillingness to disclose
environmental information. However, a recent trend shows that
transparency of companies in this sector is increasing.
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Table 2
Utilization of associated petroleum gas (APG) by oil and gas companies in Russia.a
Company

2011

2012

2013

Bashneft
Gazprom
Gazprom Neft
Zarubezhneft
Irkutsk Oil Company (INK)
LUKOIL
Rosneft
Salym Petroleum
Sakhalin Energy
Surgutneftegaz
Tatneft
Total E&P Russie

81.9%
86%
64.5%
no data available
(3.2%)
79.3%
53.4%
30.6%
93%
97.81%
94.9%
(28e33%)

75.2%
85%
69.3%
no data availableb
no data available
87.6%
53.5%
89.6%
93%
99.2%
95%
no data available

75.4%
99.5%
79.9%
20.44%
46.85%
88%
69.8%
97.2%
97%
99.17%
95.1%
(22%)c

Sources: Sustainable development reports and other materials at ofﬁcial corporate
Internet resources.
a
The table shows companies with published data on the APG at least for one year
out of three and included in rating. Figures in brackets for companies INK and Total
PPP are based on the report at «Global Forum on Gas Flaring Reduction» World Bank,
London, October 24 & 25, 2012.
b
2012 data includes information on two subsidiaries of Zarubezhneft. APG utilization rate at RUSVIETPETRO was 21.02%, and 2.1% at AMNGR.
c
http://www.vedomosti.ru/companies/news/38412711/total-preduprezhdena.

The rating was calculated as follows. Companies were assigned
color ﬂags e Red, Yellow or Green e for each of the criteria. For
sections 1 and 3 color ﬂags were assigned based on the following
approach: “Yes” e green, “Partially” (e.g. some subsidiaries of the
company implement the criteria) e yellow, “No” e red. For Section
2, a red ﬂag was assigned if criterion-speciﬁc data were not available in the public domain (yet the company deﬁnitely had such
data); a green ﬂag was assigned when the value of criteria was
equal or higher than the industry average; a yellow was awarded
when the values were lower than the industry average. If the
average industry indicator was not available in ofﬁcial sources, it
was calculated as an arithmetic mean for the companies featured in
the rating. When a criterion was not relevant for the given company
(for example, the company does not produce fuel), no ﬂag was
assigned. When information relating to the criterion was not
available publicly, a red ﬂag was assigned.
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At the next stage, points were assigned to calculate the rating for
every section. A red ﬂag counted as 0 points, a yellow as 1 point, and
a green ﬂag as 2 points. For each section companies were assigned
an average of their points for criteria in the corresponding section.
In this calculation, only those criteria that had been assigned color
ﬂags were taken into account. That is, criteria that were not relevant for the given company were not included in the calculation. As
a result, every company was assigned ﬁnal points for EcoManagement Section, Environmental Impact Section, and Transparency Section. Final points varied from 0 to 2. At this stage,
leaders were chosen in the following areas: Management, Operations, and Information, respectively.
The ﬁnal rating was calculated for every company by averaging
three values assigned in accordance with the previous stage.
The rating method includes an analysis of 29 criteria, grouped
into three sections. Justiﬁcation for these criteria is provided in
Environmental Responsibility Rating of Oil and Gas Companies in
Russia (2014).
Section 1 (Environmental Management) includes 7 qualitative
criteria:
1. Presence of an Environmental Management System certiﬁed in
accordance with the ISO 14001 standard;
2. Inclusion of certain requirements, bans, and commitments in
the company's Environmental Policy and publicly available
company documents (requirements for additional risk assessments for environmentally sensitive areas, commitments to
reduce landscape fragmentation and the ratio of disturbed
lands, etc.);
3. Availability of a company policy or any other ofﬁcial company
document on engagement with indigenous peoples of the
Russian North;
4. Accounting for direct and indirect greenhouse gas emissions
and an emission reductions program;
5. An assessment of energy consumption and an energy efﬁciency
program;
6. Presence of a biodiversity conservation program in the company's areas of operations;

Table 3
Average criteria values for rated companies.
Criterion

Average value for rated companies

Speciﬁc gross emissions of air pollutants
APG utilization rate
Speciﬁc volume of polluted water
discharged to surface water bodies

3.82 kg per ton of oil equivalent
78.92%
0.05 m3 per ton of oil equivalent

Fresh water withdrawal
Ratio of annual waste generation volume
to annual waste management volume
(managed ¼ utilized þ decontaminated
by the company þ transferred to third parties)
Polluted land area ratio for beginning
and end of the reporting year
Disturbed land area ratio for beginning
and end of the reporting year
Share of disturbed and polluted land area to
total area operated by the company
Speciﬁc pipeline leaks rate
Speciﬁc amount of oil, condensate and oil
products spilled as result of accidents and leaks

2.03 m3 per ton of oil equivalent
1.58

Share of excess charges in total payments for adverse
environmental impact (ratio of environmental
charges for excess emissions, discharges,
and waste disposal to total environmental
charges for the reporting year)

Notes

The difference between the largest
and the least data values is 3 orders
of magnitude, data errors are possible

0.39
0.97
e
25.14 leaks per 1 thousand km of pipeline
0.82 kg per ton of oil equivalent

Insufﬁcient data for averaging

The difference between the largest
and the least data values is 5 orders
of magnitude, data errors are possible

0.43
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7. Inclusion of a wildlife rescue section in company's Oil Spill
Contingency Plans (OSCPs) and/or Oil Spill Emergency Response
Plans (OSERP);
Section 2 (Environmental Impact) includes 13 quantitative
criteria. Scores were assigned by comparing speciﬁc company data
to average indicators for companies participating in the rating, for
every criterion. It is assumed that oil and gas companies have the
data relevant to the criteria included in the method:
1. Speciﬁc gross emissions of air pollutants
2. Associated Petroleum Gas (APG) utilization rate
3. Unit volume of polluted water discharged to surface water
bodies
4. Unit fresh water withdrawal
5. Ratio of annual waste generation volume to annual waste
management volume
6. Polluted land area ratio at the beginning and end of the
reporting year
7. Disturbed land area ratio at the beginning and end of the
reporting year
8. Share of disturbed and polluted land area to the company's
total area of operations
9 Pipeline leak rate per unit of pipe length
10. Speciﬁc amount of oil, condensate and oil products spilled as
result of accidents and leaks
11. Share of exceptional charges in total charges for adverse
environmental impacts
12. Share of clean fuels (Euro 4e5 high-octane gasoline, Class 34-5 diesel, gas motor fuel, and biofuel) in total fuel
production4
13. Power generation from renewable energy sources (RES),
including that for internal consumption.
Section 3 (Disclosure/Transparency) includes 9 qualitative
criteria:
1. Non-ﬁnancial reporting in compliance with GRI requirements
2. External assurance of non-ﬁnancial reporting in compliance
with GRI requirements
3. Public access to the Environmental Impact Assessment (EIA)
including Internet access, as well as the EIA being available
online after public consultations
4. Public access to OSCPs and OSERP (sections regarding environmental impact mitigation), including guaranteed Internet access
5. Informing the public of major accidents resulting in signiﬁcant
socio-environmental damage, including those caused by
contractor activities
6. Informing the public on environmental conﬂicts5 in company
areas of operations, including conﬂicts caused by contractor
activities
7. Established procedure for public claim review
8. Public availability of criteria 1e7 of Section 1 for the reporting
period
9. Public availability of criteria 1e13 of Section 2 for the reporting
period
It should be noted that certain criteria for evaluation of environmental responsibility of oil and gas companies adopted in the

4

This criterion was not applied to companies that have no fuel production.
Ecological conﬂict is deﬁned as conﬂict between the company and stakeholders
(public authorities, mass media, local population, non-governmental nature conservation organizations and others) over issues of ensuring ecological safety during
preparation for and performance of economic operations.
5

present rating correspond to recommendations in a recent analysis
by Morgan Stanley Research Global (Alsford et al., 2015) relating to
assessment of climate change impact and greenhouse gas emissions. These include criteria ‘1.4. Accounting of direct and indirect
greenhouse gas emissions and their reduction programme’, ‘2.2.
APG utilization rate’, and ‘2.13. Power generation from renewable
energy sources (RES), including that for internal consumption’.
6. Analysis of results of the rating assessment of oil and gas
companies
Results of the environmental responsibility rating of oil and gas
companies in Russia are presented in Table 1.
6.1. Oil and gas business transparency level
Since use of publicly available information was one of the basic
principles of this rating compilation, the focus was primarily on the
completeness and quality of disclosed environmental information.
At the practical formulation stage (JuneeOctober 2014) the organizers sent out recommendations to participating oil and gas
companies pertaining to public disclosure of the corresponding
information. Many companies heeded the suggestion and considerably expanded the amount of environmental data published at
their Internet sites. Some other companies promised to do the same
in 2015.
Oil and gas companies included in the rating have different
levels of information transparency when it comes to the environmental aspect of their businesses. One can single out three different
levels of information transparency:
1. High level of information transparency. The company site has a
substantially informative chapter speciﬁcally dedicated to the
company's environmental policy and environmental protection
issues. The company publishes sustainable development and/or
environmental reports on an annual basis. Companies with a
high level of information transparency include Rosneft, LUKOIL,
Gazprom, Surgutneftegaz, Tatneft, Gazprom Neft, Bashneft,
Sakhalin Energy, NOVATEK, and Zarubezhneft.
2. Middle level of information transparency. The company site has a
substantially informative chapter speciﬁcally dedicated to the
company's environmental policy and environmental protection
issues. However, the company does not publish sustainable
development and/or environmental reports on an annual basis.
Companies with a medium level of information transparency
include Salym Petroleum, Irkutsk Oil Company (INK).
3. Low level of information transparency. The company site either
completely lacks any chapters dedicated to environmental issues, or the corresponding chapter is not informative enough
and contains only general information (at best, the chapter only
lists environmental policy principles). The company does not
publish sustainable development and/or environmental reports.
Companies with a low level of information transparency include
Slavneft, Tomskneft, RussNeft, Belkamneft, Alliance, Exxon NL,
Total PPP.
The above analysis reveals that all publicly traded companies are
maintaining a high level of transparency on environmental issues.
This can be explained by the fact that investors pay attention to all
company-related information including, naturally, that relating to
environmental issues. When a company publishes detailed reports
on environmental protection, it decreases the level of public uncertainty related to its business and improves its investment
prospects. It is worth noting that the level of transparency amongst
subsidiaries is quite low. For example, Slavneft and Tomskneft
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remain completely opaque to the general public in terms of available information. These companies are equally owned by Gazprom
Neft and Rosneft. Since both parent holdings strive to provide a
high level of environmental transparency, one can only wonder
whether their subsidiaries are enforcing all corporate environmental policy standards. This question also applies to the majority
of Russian branches of multinational corporations. Finally, there is a
certain correlation between the company's production volume and
its level of information transparency.
It is important to note that the overall Russian oil and gas
companies' information transparency has improved considerably
in recent years. For instance, in 2013 state-owned Zarubezhneft
published (for the ﬁrst time ever) a Report on Sustainable Development, created in accordance with GRI 3.1 standard requirements
(Application Level C with public assurance). In 2014 this company
again published such a report, this time in compliance with GRI G4
requirements. As a result, the report became even more complete
and comprehensive. This is a vivid example of a company that used
to be nearly completely closed to the public making a noticeable
effort to implement international standards in non-ﬁnancial
reporting. Another positive example is that of Surgutneftegaz,
which expanded considerably the content of its environmental web
page in 2014. In particular, the company's website now features an
oil spill contingency plan (OSCP), environmental impact indicators,
and contact information relevant to environmental issues. The
rating was one of the factors that contributed to the aforementioned changes and made them want to perform better.
6.2. Results of data collection by speciﬁc criteria
Collecting information with respect to environmental management proved to be least difﬁcult task. Nearly all companies (15 out
of 19) published information on availability of ISO 14001 certiﬁcates (see also Shvarts et al., 2015). Many companies showcase their
Environmental Policy or a similar document on their websites. The
majority of rated companies also published their agendas on
decreasing greenhouse gas emissions, improving energy consumption efﬁciency, and improving conditions for the indigenous
peoples of the North. These programs are most often described in
sustainable development reports, and less frequently are published
as separate documents on Internet sites. Biodiversity programs are
less available. Only one company provides a full-ﬂedged strategy
document, while seven other companies describe some type of a
conservation project. Finally, the biggest gap is lack of sections on
wildlife rescue in oil spill contingency plans. This particular issue is
only covered by three of 19 companies. Furthermore, a considerable
number of companies do not make their oil spill contingency plans
public at all.
As for the content of the companies' environmental policies and,
in particular, presence of additional obligations beyond legal requirements, the following conclusions can be made. The majority of
participants request that their subcontractors adhere to corporate
environmental standards. More than one third of respondents have,
to a varying degree, implemented protection measures for animal
migration paths (monitoring and preservation measures for ﬁsh
and other fauna; research and protection of animal, bird and plant
habitats, etc.). Five companies also introduced requirements related
to decreasing the area of disturbed soils and landscape fragmentation (the most frequently used speciﬁc wording is «reclamation of
disturbed soils»). There are almost no mandatory obligations to
avoid operations in specially protected natural areas and corresponding buffer zones, or in World Natural Heritage sites. Speciﬁc
corporate standards for environmental risks assessments in environmentally sensitive areas are another rarity (only two companies
indicated that they have such standards in place).
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The seven companies that are nearly completely opaque in
terms of publicly available information do not provide any indicators for either criterion. The following is true for the remaining
twelve companies with high and medium levels of transparency: 11
companies publish APG utilization rate data (Table 2), 11 companies
provide water withdrawal information, 10 companies made air
emissions data public, and nine companies inform the general
public of waste generation volume and waste management measures. The situation with public disclosure of other Section 2 indicators is worse. Thus, data on polluted water discharge to surface
water bodies and statistics on pipeline leaks are disclosed only by
seven companies. Again, only seven companies publish information
on the area of polluted lands, and only ﬁve companies provide data
on disturbed lands. Just ﬁve companies release data on what
portion of total payments for adverse environmental impact is
represented by exceptional charges, and only six companies indicate speciﬁc amounts of oil spilled as result of accidents and leaks.
Finally, only one company reports disturbed and polluted land
areas as a percentage of the total operations area, which prevented
this criterion from being assessed in this year's rating. However,
this indicator is very important as it allows to assess sustainability
of resource exploitation.
An issue that was discovered while collecting and processing
information is that some Section 2 criteria values differ widely. This
complicates calculation of the industry mean average value
(Table 3). This is relevant in particular for assessing polluted water
discharge to surface water bodies (the minimum and the maximum
differ by three orders of magnitude) and spilled oil per total production volume (ﬁve orders of magnitude difference). Perhaps this
phenomenon can be best explained by different approaches for
corporate environmental impact assessments and/or different
quantitative scaling.
Most fuel companies produce high standard fuel Euro 4 and
Euro 5. The average share of the latter in the overall production
volume totals 94.6%. However, renewable energy sources (RES)
based energy generation is an absolute novelty in the Russian oil
and gas industry. Only Gazprom uses this practice, producing
0.001% of its energy from renewable energy sources and using it for
auxiliary equipment.
The level of corporate transparency with respect to environmental issues is largely determined by the quality of non-ﬁnancial
reporting. Russian oil and gas companies publish three types of
non-ﬁnancial reporting: environmental reports, social reports, and
sustainable development reports. The latter are the most comprehensive and disclose information about a company's activity in
economic, environmental, and social spheres. According to the
National Register of non-ﬁnancial reports, sustainable development reports are the most popular form of non-ﬁnancial reporting
among Russian oil and gas companies (RSPP, 2015).
Twelve out of 19 companies disclose environmental and social
parameters of their activity in one way or another. Eight of these 12
companies only publish sustainable development reports (Rosneft,
Lukoil, Gazprom Neft, Tatneft, Bashneft, Sakhalin Energy, NOVATEK
and Zarubezhneft), one company has only an environmental report
(Surgutneftegaz), and one other company publishes reports on
sustainable development as well as environmental reports (Gazprom). The remaining two companies (Irkutsk Oil Company and
Salym Petroleum) do not provide non-ﬁnancial reporting in the
usual sense of the term. However, they annually publish information closely associated with activities in the ﬁeld of sustainable
development.
The international standard for non-ﬁnancial reporting is set by
the «Sustainability Reporting Guidelines» developed by the Global
Reporting Initiative (GRI) NGO through a process involving representatives from the business, analytical, and ﬁnancial communities.
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GRI guidelines include principles, standards, and recommendations
for implementation of sustainable development reporting. GRI was
founded in 1997, and since then has been involved in development
and advancement of recommendations on non-ﬁnancial reporting
(Lozano, 2006; Roca and Searcy, 2012). In 2006, the third version of
GRI G3 Guidelines was published. In 2011, it was updated to version
G3.1. In G3 and G3.1 versions, GRI distinguished between three levels
of reporting: Application Levels A, B, and C. In the case of external
veriﬁcation of reporting by a professional organization or NGO, a
company receives the right to add a “þ” sign to its reporting level.
In 2014, most Russian companies continued to use the thirdgeneration GRI Guidelines (G3 and G3.1 versions). Eight of the
nine sustainability reports examined complied with G3 and G3.1 at
levels from «B» to «Aþ». Reports by Rosneft and Tatneft showed the
highest level of compliance. The most popular form of “third party”
conﬁrmation for non-ﬁnancial reporting was publicly assessed by
the Russian Union of Industrialists and Entrepreneurs (RSPP) Nonﬁnancial Reporting Council. Seven out of nine examined sustainability reports had been subject to this procedure.
In May 2013, the fourth generation GRI Guidelines (GRI G4)
were published. Unlike the previous version, these Guidelines have
just two «in accordance» options (“Core” and “Comprehensive”)
instead of Application Levels (GRI, 2013). As of the end of 2014,
Zarubezhneft was the only Russian oil and gas company using GRI
G4 for non-ﬁnancial reporting. The company's sustainable development report complied with G4 «in accordance» at Core level.
7. Conclusions
Several conclusions can be drawn from the results of the rating
assessment.
The levels of environmental responsibility and transparency of
public and private companies are quite similar at the moment. Fully
private companies as well as companies with signiﬁcant state
shareholding are among the leaders of the rating.
An international stock exchange listing and, to a lesser extent,
funding from international ﬁnancial institutions are factors that
positively affect environmental responsibility and transparency of
oil and gas companies. In addition, in some cases a close relationship between company management and the population of the
region where the company operates plays a positive role in promoting environmental responsibility (Surgutneftegaz, Tatneft).
Subsidiaries of foreign corporations and Russian state-owned
giants are much less transparent than their parent holdings. In
particular, Tomskneft VNK and Slavneft are among most opaque
companies in terms of publicly available information: these companies' websites had very little information needed to compile the
rating. Establishing uniform requirements for environmental policy
and standards of non-ﬁnancial reporting in parent and subsidiary
companies could provide a solution to this problem. Such requirements and standards will require greater transparency and
environmental policy rigor amongst subsidiaries (including Gazprom Neft). As an interim solution, parent companies' reports
should disclose quantitative and qualitative information about
their subsidiary companies (as is the case with Zarubezhneft).
Foreign companies operating in Russia do not practice greater
environmental responsibility and transparency. But if Exxon and
Total request from their subsidiaries strict implementation of the
same requirements they have adopted in the ﬁeld of environmental
responsibility, as well as disclosure of relevant information, then
competition for the top ranks of the rating will become stronger.
These companies have already expressed their willingness to
disclose information for the next edition of the rating. A relevant
number of Russian companies may yield their positions in the top
ten as a result.

International companies operating in Russia usually overestimate the importance of good relations with regional public authorities and pay less attention to implementation of international
environmental standards, which could lead to further conﬂict with
federal authorities. Sakhalin Energy's Sakhalin II project was the ﬁrst
case of this kind. A present-day example is the fact that utilization
rate of associated petroleum gas (APG) at the Kharyaga PSA project
of Total PPP has stayed below 33% (22e33%) in recent years. In
contrast, the Irkutsk Oil Company has improved its APG utilization
rate from 3.2% in 2011 to 46.9% in 2013, by attracting ﬁnancing from
the European Bank for Reconstruction and Development (EBRD).
The «top three» rating spots belong to companies that focus
their business strategies on gas. Surgutneftegaz is a leader in APG
utilization. Sakhalin Energy operates the ﬁrst LNG project in Russia,
while Gazprom is a gas company by default. The «gas component»
of the rating is of particular importance as gas is the “transition”
fuel on the path to a fossil-free energy economy.
In recent years, long-term efforts of environmental organizations and increasing attention to environmental risks by international ﬁnancial institutions (EBRD, ADB, IFC and others) and to an
even greater extent by national export-import agencies (Japan e
JBIC/NEXI, Sweden e EKN et al.) have led to signiﬁcant consideration of environmental risks and improved transparency of oil and
gas companies. This is conﬁrmed by the dynamics of associated
petroleum gas utilization by companies operating in Russia
(Table 2) during a ﬁve-year public campaign aimed at disclosure of
information regarding associated petroleum gas emissions and
their improved utilization,6 as well as by the gradual development
of independently assessed non-ﬁnancial reporting in compliance
with international standards. The role of export credit agencies is
likely to increase under the inﬂuence of economic sanctions.
Environmental rating of oil and gas companies has created a
mechanism for informing the public and a channel of communication with industry stakeholders. The rating has contributed to
forming average quantitative impact indicators for the industry.
The more companies will be involved in the sampling, the more
important these benchmarks will serve as a reference point for
companies' self-assessment. After all, the main objective of the
rating is to encourage companies to effectively use hydrocarbon
resources, to protect the environment, and to conduct environmentally and socially responsible business in Russia. Thus, the next
important step should be to compare the ﬁrst Russian environmental rating of oil and gas companies' data with the data from the
next rating for 2015. The authors believe that this should make it
possible to conﬁrm or reject assumptions, assess hypotheses, and
better evaluate the rating's efﬁcacy.
The proposed rating system provides businesses and policymakers with an efﬁcient tool to assess environmental performance
and resource efﬁciency of the oil and gas sector in Russia. We
expect that our approach will be replicated to assess sustainability
of other sectors both within extractives and beyond.”
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