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1. Introduction

In recent years, Environmental, Social, and Governance (ESG) considerations have
emerged as crucial elements in the corporate landscape, reflecting a growing awareness of
sustainable practices and responsible business conduct. According to Bloomberg Sustainable
Future Study (2022), ESG assets will reach 50 trillion USD by 2025, which is more than a third
of the total global assets. The integration of ESG principles has garnered global attention, with
organizations worldwide recognizing the significance of environmental stewardship, social
responsibility, and sound governance in achieving long-term value creation and resilience.

In the context of the resources extraction industry, encompassing sectors such as oil and
gas, mining and metallurgy, ESG has assumed paramount importance due to the sector's
inherent impact on the environment and local communities. The disclosure of ESG-related
information has become a pivotal means for companies to communicate their environmental
performance, social initiatives, and governance practices, enabling stakeholders to make
informed decisions and assess the companies' commitment to sustainability.

As a nation rich in natural resources, Kazakhstan plays a significant role in the global
resources extraction industry. As companies in the Kazakhstani resources extraction industry
continue to expand their operations, it becomes imperative for them to embrace ESG principles
to address environmental challenges, foster social inclusivity, and ensure robust governance
frameworks. As such, environmental reporting within the ESG disclosures of Kazakhstani
companies assumes considerable importance in understanding their commitment to sustainable
practices and evaluating the efficacy of their ESG implementation strategies.

This thesis aims to examine the extent and quality of environmental reporting in the
ESG disclosures of Kazakhstani companies operating in the resources extraction industry. By

critically analyzing the reported ESG data and practices, this research seeks to explore the
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current state of environmental transparency and performance within the oil and gas, mining
and metallurgy sectors.

By illuminating the strengths and weaknesses of environmental reporting practices, this
study aims to advocate for enhanced ESG disclosures, which can serve as catalysts for positive
environmental impact and social progress within the resources extraction industry in

Kazakhstan.
1.2 Research Questions and Design

The thesis will focus on addressing the following research questions:

1. Do Kazakhstani oil and gas, mining and metallurgy companies adhere to the global
ESG standards and frameworks, and to what extent?

2. How do companies prioritize and report on different environmental factors, such as
climate change and carbon emissions, pollution and waste, water use, biodiversity
conservation and land use?

3. What are the recommendations for Kazakhstani companies to improve their
environmental reporting in ESG standards?

The research design is based on the desk research method that involves collecting and
analyzing existing data, information, and sources to gain insights and answer research
questions. The research mainly relies on published ESG reports and materials from selected
Kazakhstani companies. It does not involve primary data collection through surveys,
interviews, or experiments. At the same time, the desk method allows exploring a wide range
of existing data and information, providing a comprehensive understanding of the research
topic.

The desk research method can identify gaps in existing knowledge that may require
additional research and serve as a foundation for further primary studies (Stewart and Kamins,

1993). The research contributes to understanding environmental reporting practices and
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identifies general trends and gaps in the environmental pillar of ESG disclosures that can be

improved.
1.2 Limitations of Research

The research is aimed to analyze the [E] Environmental pillar within ESG reporting and
does not include [S] Social and [G] Governance pillars. The research evaluates the availability
of environmental information from companies based on the methodology presented below.
However, it does not verify the reliability and accuracy of the information provided by these
companies.

It is important to highlight the common fallacy that companies with high environmental
scores from different ESG rating organizations have a lower environmental impact than
companies with lower scores. On the contrary, one study indicates that companies with a larger
generation of hazardous and non-hazardous waste have received a higher environmental score
depending on various data providers (Boffo, Marshall, and Patalano 2020). So, companies with
a high environmental score does not always mean high environmental performance or low
impact, it means that they provide more detailed information and data. It should also be noted
that depending on the ESG rating provider, ESG and environmental score may differ for the
same company (Tanaka 2023).

Within the framework of this research, will be reviewed the ESG reports of companies
from the following two sectors: oil and gas, mining and metallurgy sectors. The focus on these
two sectors is made due to their main contribution and forming the economy of Kazakhstan
(IEA 2020). Also, in Kazakhstan, oil and gas and mining companies are flagships in promoting
ESG practices and reporting (KASE 2022). Therefore, the environmental information and data
provided by companies from these sectors represent general trends and directions of ESG

development in Kazakhstan.
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2. An Overview of ESG: From Terminology to Global
Frameworks and its Development in Kazakhstan

2.1 ESG Terminology

The Environmental, Social and Governance (ESG) is the broad term combines three
pillars used to evaluate the sustainability and societal impact of a company or investment
(Camara 2022). The environmental pillar implies assessing a company's impact on the
environment, including resource use, pollution, and climate change. The social pillar considers
a company's relationships with its employees, customers, communities, and other stakeholders.
Finally, the governance pillar focus on the internal structure, policies, and practices that guide
a company's decision-making and accountability. These three pillars are interconnected and
can impact the financial performance, risk management, and long-term sustainability of
companies. Besides financial performance and sustainability issues, companies also disclose
ESG information to improve corporate reputation, increase brand value, and motivate
employees (Leung and Xiang 2022). The risk management includes environmental risks, such
as negative impacts on air, land, water, ecosystems and human health, and social risks
associated with human rights, safety and health (Shimizu 2020).

Despite the long existence of the ESG concept in one form or another, the term
“Environmental, Social and Governance” was first mentioned in the UN Report “Who Cares
Wins: Connecting Financial Markets to a Changing World” published in 2004 (Gao et al. 2021).
The report highlights the growing recognition of ESG principles as critical considerations for
financial decision-making. It emphasizes that integrating sustainability into financial markets
is not only important for addressing global challenges such as climate change, inequality, and

poverty but also for generating financial returns and long-term value. The report argues that by
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considering ESG factors, financial institutions can identify and manage risks, access new

opportunities, and contribute to sustainable development (UN 2004).

2.2 Emergence of the ESG Concept

The ESG concept emerged from Socially Responsible Investments (SRI), which has its
roots in the 1960s and had great momentum during the 1970s to 1990s (Gao et al. 2021). The
civil rights movement in the 1960s raised awareness about social justice, equality, and human
rights issues. It influenced investors and led to the consideration of social factors in investment
decisions, laying the groundwork for the broader concept of SRI (Townsend 2020). The anti-
apartheid movement in South Africa during the 1980s drew international attention to the social
and ethical implications of investing in companies operating in oppressive regimes and thereby
discouraging engagement with such companies and initiating the momentum toward greater
transparency (Townsend 2020; Renneboog, Ter Horst, and Zhang 2008; Hill 2020).

In the environmental sphere, catalyzers were the explosion of the Chernobyl nuclear
power plant in 1986 in the Soviet Union and the Exxon Valdez spillover of 11 million gallons
of oil in Alaska, United States, in 1989 (Renneboog, Ter Horst, and Zhang 2008). These and
other environmental disasters forced investors to pay attention to the environmental impacts of
industrial operational activities. Another important factor was public pressure with the
interrelated growth of activism, and the strengthening of existing and new environmental
movements in 1990s, such as climate change movement, rainforest conservation, and ozone
depletion movements (Rootes 2007). In this way, SRI increased the number of investors who
started considering social, ethical, and environmental factors alongside financial performance
in their investment decisions and portfolio (Renneboog, Ter Horst, and Zhang 2008).

In the 2000s, there was interest in revisiting the SRI concept and incorporating
corporate governance in addition to financial, social, ethical and environmental factors (Fulton,

Kahn, and Sharples 2012). It should also be noted here the difference between the SRI concept
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and the Corporate Social Responsibility (CSR), which is also often mistaken for the ESG
concept (Derwall 2007; Fulton, Kahn, and Sharples 2012; Cini and Ricci 2018; Hill 2020). The
SRI, CSR, and ESG are related but distinct concepts that focus on different aspects of
sustainable and responsible business practices (Townsend 2020). Primarily, SRI is an
investment approach that considers abovementioned factors, while CSR focuses on a
company's voluntary actions and initiatives to address social and environmental issues of
society (Park et al. 2023). Both SRI and CSR do not incorporate corporate governance factors
as a core pillar of analysis, unlike ESG (Cini and Ricci 2018).

As a result, in 2006 were adopted the United Nations Principles for Responsible
Investment (UN PRI). Responsible investment here refers to a strategy for integrating corporate
governance along with environmental, social (ESG) factors in investment decision-making and
ownership practices (PRI Association 2023). Overall, these six adopted principles outline the
commitment of 4,902 signatories' to integrate ESG factors into investment practices, engage
as responsible owners, collaborate, and promote transparency and disclosure on ESG issues
(PRI Association 2022). The UN PRI has become a milestone in ESG development and growth
by mainstreaming ESG integration, promoting transparency, and driving the transformation of
the investment industry toward more sustainable and responsible practices (Bauckloh et al.

2021).

2.3 Generational Theory and Growth of ESG Research and

Disclosures

In recent years, we can observe significant increase in ESG-related publications and
literature (Gao et al. 2021; Saini et al. 2022; Tsang, Frost, and Cao 2023). Based on bibliometric

analysis (Gao et al. 2021) of ESG research, after 2010 there is an upward trend in ESG-related

! As of March 31, 2022 (PRI Association 2022)
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publications. If in 2016 the number of academic articles was 42, then in 2020 there were 243
of them (Gao et al. 2021). Academic interest is directly related to the increase in the number of
companies disclosing ESG information. During the period from 2010 to 2021, the share of S&P
500 companies publishing voluntary ESG disclosures increased from 35% to 86% (Rouen,
Sachdeva, and Yoon 2022). It should also be noted that there has been an increase in the number
of UN PRI signatories, for whom, since 2018, reporting on ESG principles implementation
became mandatory (Bauckloh et al. 2021). Companies have come under intense public pressure
to report on non-financial aspects covering ESG, which in turn increases stakeholder awareness
(Saini et al. 2022).

From a sociological point of view, the growth and development of ESG principles and
disclosures can be explained through the intergenerational wealth-transfer and connection with
a particular generation (Ruggie and Middleton 2019). After the 2010s and especially after the
2020s, the so-called millennial generation or millennials, people born between the 1980s and
1990s, became financially active (Barzuza, Curtis, and Webber 2019). Their value system is
primarily based on the principles associated with ESG, such as environmental stewardship,
social equality and inclusion, ethical and transparent governance (Ruggie and Middleton 2019).
For millennials, it is important to have moral satisfaction from the positive impact of their
investments on society and the environment (Morgan Stanley 2017). In other words, the
purpose of business is not solely to make money for them, it is important to take care of the
environment and the health of the community in the process. According to Morgan Stanley
(2017), 86% of millennials are interested in sustainable investing and believe in positive impact
from them. Millennials will inherit over $30 trillion of wealth, so the demand for sustainable
investments will continue to rise (Formankova et al. 2019).

In recent Deloitte survey (2023) were interviewed 14,483 Gen Zs and 8,373 millennials

across 44 countries. Gen Zs is the next generation after millennials, born between 1995-2012
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and who are entering the workforce (Gabrielova and Buchko 2021). Gen Zs shares many
similar values with millennials, especially when it comes to sustainability (Prayag et al. 2022).
The results of the survey (Deloitte 2023) showed that climate change is a major stressor for
Gen Zs and millennials, and six in ten felt anxiety about the state of the environment in the past
month. In addition, both generations continue to demand more action on climate change from
their employers and feel that some have lost the prioritization of sustainability strategies in

recent years (Deloitte 2023).
2.4 Greenwashing in the Context of ESG

However, companies that practice greenwashing methods have emerged due to the
growing call for companies and investors to incorporate ESG principles and sustainability
practices into their operations. Generally, greenwashes refer to companies that misleadingly
portray their environmental or social practices as more sustainable or responsible than they
actually are (Dumitrescu, Gil-Bazo, and Zhou 2022). Some researchers (Dumitrescu, Gil-Bazo,
and Zhou 2022; Yu, Luu, and Chen 2020; De Silva Lokuwaduge and De Silva 2022) consider
greenwashing as a barrier to ESG integration into investment decisions, and besides misleading
investors and damage to reputation, it can negatively affect the allocation of capital. If
companies misrepresent their ESG efforts, the capital and resources can be wasted on
superficial or cosmetic changes instead of directed towards genuine sustainability initiatives
(Dumitrescu, Gil-Bazo, and Zhou 2022).

Companies engage in greenwashing for several reasons, such as protection or
enhancement of their reputation, competitive advantage in the market, or financial incentives
of investments from sustainable funds or investors (Lee and Raschke 2023). Greenwashing is
possible primarily due to unaudited ESG data and sustainability information from companies
(Yu, Luu, and Chen 2020). De Silva Lokuwaduge and De Silva (2022) draws a parallel with

traditional financial reporting, where reports are regulated, they are mandatory, and have to
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meet the qualitative criteria. But when it comes to ESG disclosures, ESG information can be
too complex and technical, require specialized knowledge to understand and measure
(Dumitrescu, Gil-Bazo, and Zhou 2022). This complexity can be exploited by companies to
present their efforts in a positive light without providing sufficient evidence or context. In order
to mitigate these risks, Alvis et al. (2023) suggest the need for institutional changes by
establishing the Office for Climate and Environmental Targets within the UK’s context. The
proposed office will help businesses in setting decarbonization targets and plans, and make
sure that they contribute to the national net zero target. It should take an oversight role and
“regularly reviewing climate and environment targets and progress against them ” (Alvis et al.
2023, 19). If the companies fail to meet certain standards, they will be blacklisted and unable
to have government contracts or take advantage of reduced green taxes (Alvis et al. 2023).
Some scholars (Yu, Luu, and Chen 2020; Gatti, Seele, and Rademacher 2019) agree on
the importance of establishing regulating bodies and regulatory guidelines to ensure ESG
reporting information's accuracy. Gatti et al. (2019) suggest that stricter regulations and
guidelines should be implemented to prevent and penalize greenwashing. Transparency and
accountability should be prioritized to differentiate between genuine sustainability efforts and
deceptive practices. At the same time, Yu et al. (2020) acknowledge the significant role of
global guidelines and frameworks, such as UN PRI, Sustainability Accounting Standards Board
(SASB), and Global Reporting Initiative (GRI), however, each country should develop
mandatory and voluntary ESG disclosure instruments, which will follow the above-mentioned
global ESG frameworks. The result of their research (Yu, Luu, and Chen 2020) showed that
companies that experience increased scrutiny from stakeholders are less likely to engage in
ESG greenwashing. Gatti et al. (2019) highlight the role of NGOs and activists in

watchdogging and detecting greenwashing.
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Yu et al. (2020) also provided practical recommendations for reviewing ESG
disclosures. First, companies practicing greenwashing usually provide a large amount of
unnecessary information in their reporting and try to bury real indicators under this amount of
data. Therefore, it is more likely that these companies will have a higher ESG disclosure score
than an ESG performance score, meaning that these companies hide their low ESG

performance by disclosing a large amount of information (Yu, Luu, and Chen 2020).

2.5 Main Global ESG Disclosure Frameworks and Standards

Global Reporting Initiative (GRI) and Sustainability Accounting Standards Board
(SASB) are the two ESG industry leaders and the most commonly used frameworks and
standards (Gamsjager and Ray 2021). This statement is consistent with the results of the US
survey (Probert 2021), where out of 150 respondents, 33% used GRI, 32% used SASB, and
25% used Task Force on Climate-Related Financial Disclosures (TCFD). Big Four consulting
firms expect Kazakhstani companies interested in foreign markets or investments to adhere to
one of these standards and frameworks (KPMG 2022; PwC 2022). According to
PricewaterhouseCoopers Kazakhstan (PwC 2022), in their 2022 rating of the Top 50 ESG
Disclosure Companies, 33 companies prepared reports in accordance with GRI standards, 2 —
using TCFD, and the rest did not use any international standards or frameworks. However,
PwC experts predict a wider application of the TCFD recommendations in Kazakhstan in the
next few years (PwC 2022).

TCFD recommendations are narrowly focused on climate-related financial risks and
opportunities, while GRI standards provide a comprehensive framework for reporting on ESG
issues, and it is widely used by all sectors (Singer 2018). SASB in turn provides a set of 77
industry-specific standards that help companies report on financially material ESG issues.

In terms of the target audience of the information prepared with the help of these

standards and frameworks, SASB is primarily focused on US investors, TCFD on UK and EU

10
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investors and lenders, while GRI is for a global and broader range of stakeholders, including
investors, customers, suppliers, employees, and local communities (Singer 2018; O’Dwyer and
Unerman 2020). Thus, when a company uses a particular framework or standard, we can
assume who is the target audience for that company.

2.5.1 Environmental Pillar in GRI standards

The system of GRI standards is structured into three categories: universal standards,
sector standards, and topic standards. The universal standards are used by all companies, sector
standards based on sectors they are working in, and topic standards in accordance with
identified company’s list of material topics (GRI 1 2022). Material topics represent the
company’s most significant impacts on the economy, environment, humans and their rights
(GRI 3 2022). Material topics are tested against the topics in the sector standards (GRI 3 2022).
Environmental standards comprised within code GRI 300 and divided into six categories:

materials, energy, water and effluents, biodiversity, emissions and waste (Tab. 1).

Table 1. GRI Standards

GRI Standards
Universal Standards Sector Standards Topic Standards (GRI 300: Environmental
Standards)

GRI 1: Foundation 40 sectors, including oil | GRI 301: Materials. Disclosure on materials
and gas, mining, and | used by weight or volume, recycled input
renewable energy materials used, and reclaimed products and their

packaging materials

GRI 2: General Disclosures GRI 302: Energy. Disclosure on energy

consumption, energy intensity, and reduction
measures

GRI 3: Material Topics GRI 303: Water and Effluents. Disclosure on

water withdrawal and consumption, water
sources, and water discharge or effluents

Source: Global Reporting Initiative (GRI 2023)

2.5.2 Environmental Pillar in SASB

In SASB, the environmental pillar is a part of the “sustainability dimensions” along
with human and social capital, business model and innovation, leadership and governance. The
specific environmental metrics within SASB's framework may vary depending on the industry

(Tab. 2). Mining and metallurgy, and oil and gas sectors fall under the following SASB’s

11
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industry classification: metals & mining (extractives and minerals processing sector), oil & gas

— exploration & production.

Table 2. SASB Environmental Topics and Accounting Metrics for Metals & Mining, and Oil & Gas

Sectors
Metals & Mining 0Oil & Gas
Topic Accounting metric Topic Accounting metric
Gross global Scope 1 emissions, Gross global Scope 1 emissions,
percentage covered under percentage methane, percentage covered
emissions-limiting regulations under emissions-limiting regulations
GH_G . 5;;2:;2? s ; Z te long(;;ernian art1(()i Amount of gross global Scope 1 emissions
Emissions &y plan from: (1) flared hydrocarbons, (2) other
manage Scope 1 emissions, ; o
. c . combustion, (3) process emissions, (4)
emissions reduction targets, and L .
. . other vented emissions, and (5) fugitive
an analysis of performance against - L
GHG Emissions emissions
those targets
Air emissions of the following
pollutants: (1) CO, (2) NOx Discussion of long-term and short-term
(excluding N20), (3) SOx, (4) strategy or plan to manage Scope 1
Air Quality particulate matter (PM10), (5) emissions, emissions reduction targets,
mercury (Hg), (6) lead (Pb), and and an analysis of performance against
(7) volatile organic compounds those targets
(VOCs)

Air emissions of the following pollutants:
ey | ) Toul vy conamet, 03] | Xo G 120 150 )
Management percentage re%l ewable , y volatile organic compounds (VOCs), and

P g (4) particulate matter (PM10)
(1) Total fresh water withdrawn, (1) Total fresh water withdrawn, (2) total
(2) total fresh water consumed,
. . . fresh water consumed, percentage of each
percentage of each in regions with . . . . .
. . . in regions with High or Extremely High
High or Extremely High Baseline >
Water Baseline Water Stress
Water Stress
Management —
Number of incidents of non- Volume of produced water and flowback
compliance associated with water generated; percentage (1) discharged, (2)
quality permits, standards, and | Water Management | injected, (3) recycled; hydrocarbon
regulations content in discharged water
Total weight of non-mineral waste Percentage .Of hydra}uhcally fractured
enerated wells for which there is public disclosure
& of all fracturing fluid chemicals used
Percentage of hydraulic fracturing sites
Total weight of tailings produced where ground or surface water quality
deteriorated compared to a baseline
Total weight of waste rock Description Ao.f env1rqnmental
management policies and practices for
generated Lo

active sites
Waste & Number and aggregate volume of
Hazardous Total weight of hazardous waste hydrocarbon spills, volume in Arctic,
Materials generated volume impacting shorelines with ESI
Management rankings 8-10, and volume recovered

Total weight of hazardous waste Biodiversity Impacts
recycled
Number of s1gr}1ﬁcant incidents Percentage of (1) proved and (2) probable
associated with hazardous . . .

. reserves in or near sites with protected
materials and waste management . .

] conservation status or endangered species
Description  of waste and .

. habitat

hazardous materials management
policies and procedures for active
and inactive operations
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Description of environmental

management policies and

practices for active sites
Biodiversity Percentage of mine sites where
Impacts acid rock drainage is: (1) predicted

to occur, (2) actively mitigated,
and (3) under treatment or

remediation

Source: SASB Standards Board (SASB 2018b; 2021; 2018a)

2.5.3 Environmental Pillar in TCFD

TCFDs were established in 2015 by the Financial Stability Board (FSB) to develop
recommendations for voluntary climate-related financial disclosures. TCFD consists of 11
recommendations within the following core elements: governance, strategy, risk management,
metrics and targets. Task Force with the use of artificial intelligence (AI) technology reviewed
the 2021 reports of over 1400 public companies worldwide, 80% of companies disclosed in
line with at least one of the 11 recommendations, and around 40% disclosed in line with at least
five, and only 4% disclosed in line with all 11 recommendations (TCFD 2022). In addition to
the Al reports review process, a survey was conducted that indicated a challenge for companies
to implement climate-related scenario analysis, including SBTi (TCFD 2022). Therefore, the
inclusion of SBTi in the third stage and adding an extra point, if established, is reasonable due
to the complexity of this activity and the fact that many companies need assistance with their
setting.

While TCFD focuses primarily on climate-related disclosures, it recognizes the
interconnectedness between climate and environmental factors. The environmental pillar
within TCFD's recommendations encompasses several aspects related to environmental risks

and opportunities (Tab. 3).

Table 3. Key components of the environmental pillar in TCFD recommendations

Component Description
GHG Emissions Disclosure of the company’s GHG emissions, including both direct (Scope
1) and indirect (Scope 2 and Scope 3) emissions. This information helps
investors and stakeholders understand a company's carbon footprint and
assess climate-related risks.
Environmental Targets Disclosure of the company's environmental targets information, such as
emissions reduction goals or energy efficiency targets. These targets
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provide insights into a company's commitment to environmental
sustainability and its progress in achieving those goals.

Physical Risks Information about the company's exposure to physical risks associated with
climate change, such as extreme weather events, sea-level rise, or changes
in temperature patterns. This includes assessing how these risks may impact
a company's operations, supply chain, or assets.

Transition Risks Information about transition risks related to the transition to a low-carbon
economy. These risks can include policy changes, evolving regulations,
technological advancements, or shifts in consumer preferences that may
affect a company's operations, profitability, or asset values.

Opportunities Information about environmental opportunities, such as renewable energy
investments, energy efficiency improvements, or sustainable product
innovations. Reporting on these opportunities provides insights into a
company's ability to capitalize on the transition to a more sustainable
economy.

Scenario Analysis Incorporation of scenario analysis to assess the potential impacts of
different climate-related scenarios on a company's strategy, operations, and
financial performance. This analysis helps identify vulnerabilities and

opportunities in different future climate scenarios.
Source: Task Force on Climate-related Financial Disclosures (TCFD 2017)

2.5.4 Common and Overlapping Environmental Metrics of GRI, SASB, TCFD
Although GRI, SASB, and TCFD are different reporting frameworks and standards, and
the specific indicators they use may differ, there is still some overlap in the environmental
indicators they cover. They all encourage to disclose direct and indirect GHG emissions,
including Scope 1, Scope 2, and Scope 3 emissions. In addition, all of them address reporting
on energy consumption and use. In energy topic, GRI also covers energy intensity and
reduction measures, while TCFD focuses on disclosure of energy management practices.
Another overlapping topic is water management. GRI standards cover reporting on
water use, water sources, and water discharge or effluents. SASB standards include metrics
related to water withdrawal, water use efficiency, and water discharge. TCFD recognizes the
importance of water-related risks and encourages disclosing water-related information.
Regarding waste management, GRI standards provide metrics for reporting waste
generation, recycling, and disposal practices. SASB standards may include metrics related to
waste generation, recycling rates, or hazardous waste management. While TCFD primarily
focuses on climate-related disclosures, it does not specifically address waste management

metrics.
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2.6 Development of ESG in Kazakhstan

In Kazakhstan, ESG principles are less widespread than in Western countries, but they
are already being gradually introduced into business, and ESG information disclosure has just
started to develop intensively in recent years (Isataeva, Aubakirova, and Mausymbayeva 2022).
Nevertheless, it can be stated that there is still a lack of research and scientific literature in this
area. Busa et al. (2021) in their bibliometric analysis of research interest in ESG listed
Kazakhstan among the countries with the lowest level of interest and scientific contribution in
the field of ESG. Azretbergenova et al. (2023) note the shortage of ESG transparency studies
in Kazakhstan, which play a vital role in the development of international relations. Because
of this, there is a shortage of reliable and accessible ESG data on the financial market. The
immaturity of ESG disclosures in Kazakhstan is directly related to the absence of close ties
with the foreign markets and investments (Azretbergenova, Yessymkhanova, and Yessenali
2023).

Some researchers (Kalabin 2020; Varavin, Kozlova, and Makovetskiy 2022;
Azretbergenova, Yessymkhanova, and Yessenali 2023) link the start of ESG development in
Kazakhstan with a “green economy” and “green transition” processes. According to Varavin et
al. (2022), developing a green economy is impossible without forming a special financial
system that envisage attraction of green investments and implementing the principles of
responsible investment (PRI), which in turn includes ESG. Mishulina (2019) argues that green
investments are considered as an integral part of responsible investments and involve long-
term financial investments directed to introducing green technologies.

In 2013 Kazakhstan adopted the Concept for the transition to a "green economy”. The
concept aimed to foster sustainable development by balancing economic growth with
environmental protection and social well-being (GoK 2013). In 2016 the country signed the

OECD Declaration on Green Growth, which stipulates promotion of green investments,
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sustainable management of natural resources, and green growth strategies (OECD 2009). In
2018 green economy and environmental protection were identified as priority areas in the
National Development Plan of the Republic of Kazakhstan until 2025. This economic transition
and establishment of “green” legislative framework laid a solid foundation for shaping the
development of ESG legislation and disclosures.

In Kazakhstan, the main participants of ESG market are the following institutions:
government agencies, stock exchanges, rating agencies, banking and business associations
(Azretbergenova, Yessymkhanova, and Yessenali 2023). From governmental agencies, the
Agency of the Republic of Kazakhstan for Regulation and Development of Financial Market
(ARDFM RK) act as a regulator for ESG legislation and the whole financial system, while the
Ministry of Ecology, Geology and Natural Resources and the Ministry of Energy are
responsible for environmental protection (Azretbergenova, Yessymkhanova, and Yessenali
2023). In March 2023, ARDFM RK adopted a roadmap for the implementation of ESG
principles in the regulation of the financial market. It is noteworthy that in the roadmap is
planned to introduce mandatory ESG disclosure for financial institutions in 2024 (ARDFM RK
2023a). In April 2023, ARDFM RK developed a guidance for ESG Disclosure for banks and
financial institutions, based on experience and recommendations of global standards and
frameworks, such as Global Reporting Initiative (GRI); Sustainability Accounting Standards
Board (SASB); Task Force on Climate-Related Financial Disclosures (TCFD) and others
(ARDFM RK 2023b). In the guidance, the environmental pillar identified six key performance
indicators in the environment and climate change topic (ARDFM RK 2023b).

The ARDFM guidance indicators includes: 1) GHG emissions (Scope 1,2,3), including
emissions deviation from a carbon neutral scenario by 2060 under the Paris Agreement; 2)
Internal targets used to manage climate change risks and opportunities and performance against

targets; 3) Impact of climate change adaptation measures on profitability, products and
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services; 4) Climate change risks and opportunities that could lead to significant changes in
activities, income or expenses; 5) Environmental management policy (including waste
reduction, reuse, recycling, composting); and 6) Environmentally friendly activities
(sustainable and electric transport, solar panels, energy efficiency of the organization's
buildings, etc) (ARDFM RK 2023b).

The peculiarity of Kazakhstani legislation and ESG development is that government
regulates the financial sector, while the non-financial sector, including the oil and gas and
mining industries, which are leaders in ESG disclosure (Azretbergenova, Yessymkhanova, and
Yessenali 2023), provides it voluntarily. To compare approaches, in the UK, which considered
as a country with a well-developed ESG framework (Singhania and Saini 2022), mandatory
ESG disclosure was introduced to the largest companies with over 500 employees and £500
million turnover from both financial and non-financial sectors (Seago and Ruiz 2023). The
specifics of the Kazakhstani situation are that the largest companies with high revenue and
capitalization are in the non-financial sector, specifically in the resources extraction sphere,
which is not regulated. The companies in the resources extraction sphere represent high
industrial threats to the environment (Oznobikhina and Pirunova 2021). That’s why assessing

environmental pillar in their ESG reporting is essential.

2.7 Theoretical Framework

The theoretical framework of this research is comprised from the following theories:
compliance and alignment theory, and innovation and transition theory. The compliance and
alignment theory is a conceptual framework used to analyze and understand companies'
adoption and implementation of sustainability standards, frameworks, and guidelines (Pollman
2019). It focuses on how companies comply with and align their practices with these

sustainability initiatives. The theory explores compliance and alignment's motivations, drivers,
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and outcomes, identifying factors influencing companies' sustainability practices (Pollman
2019).

In this theory, compliance refers to the extent to which companies adhere to and meet
the requirements of sustainability standards and framework. It involves companies following
the prescribed reporting guidelines, disclosure practices, and performance metrics set forth by
these standards. Compliance is often driven by external pressures such as regulatory
requirements, market expectations, and stakeholder demands (Foerstl et al. 2015). As regards
to alignment, it refers to the strategic integration and incorporation of sustainability practices
within a company's operations, strategies, and decision-making processes (Sheehan et al.
2023). It goes beyond mere compliance and involves companies adopting sustainability as a
core value and embedding it into their business models (Sheehan et al. 2023). Alignment
reflects a company's proactive approach towards sustainable development and its commitment
to addressing ESG issues. Overall, this theory recognizes that companies may show different
levels of compliance and alignment depending on various factors like stakeholder influence,
market dynamics, organizational culture and others (Pollman 2019). It provides a framework
for analyzing drivers, barriers, and outcomes related to companies' sustainability practices
(Pollman 2019). This theory tested the extent of compliance with GRI, SASB, and TCFD
frameworks and standards among Kazakhstani companies and analyzed the level of alignment
with the recommended indicators and reporting guidelines. It also allowed to identify
companies' priorities for reporting on various environmental factors.

The innovation and transition theory reviews the opportunities and challenges
companies face when transitioning to a more sustainable and low-carbon economy (Twomey
and Gaziulusoy 2016). This theory focuses on an examination of the role of innovation in
stimulating the sustainability transition. It explores how technological, organizational, and

societal innovations can lead to changes in economic systems, industrial practices, and societal

18



CEU eTD Collection

norms, ultimately promoting sustainability and addressing environmental challenges
(Gaziulusoy and Brezet 2015). The particular interest lies in technological and organizational
innovations, how companies enhance environmental reporting, and what advanced monitoring
technologies, data analytics, or reporting platforms they use.

The theory allows to understand the dynamics of innovation, adoption, and diffusion
processes that facilitate the transition to more sustainable pathways. It was used to investigate
the innovative practices and strategies adopted by Kazakhstani companies in response to
environmental challenges and their integration into ESG reporting frameworks. As well as to
assess the presence and impact of Science-Based Targets (SBTi) on the environmental pillar
score and analyze how companies' commitment in reducing GHG emissions and transitioning
to a low-carbon economy influences their environmental disclosures.

By incorporating compliance and alignment theory, and innovation and transition
theory into the research, it gains a comprehensive understanding of the drivers, challenges, and
potential solutions related to environmental reporting in Kazakhstani companies within the
context of ESG standards. Both theories provided a nuanced analysis of the current state of
environmental reporting in Kazakhstan and offer insights into how companies from resources

extraction industry can enhance their sustainability practices and reporting in the future.
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3. Methodology

The methodology is based on three stages (Figure 1). At the first stage, it is necessary
to check if a company complies with and uses one of the main global ESG disclosure
frameworks and standards, such as the Global Reporting Initiative (GRI); Sustainability
Accounting Standards Board (SASB); or Task Force on Climate-Related Financial Disclosures
(TCFD). This stage determined the alignment of the report with one of these frameworks, the
level of disclosure, the clarity and relevance of the reported indicators, the coverage of material
environmental issues, and the presence of environmental targets and performance against those
targets.

In the second stage, the Morgan Stanley Capital International (MSCI) ESG Ratings
Methodology was used to evaluate the completeness of the selected companies’ environmental
information, performance, and risks. Each environmental theme was scored, after which a final
score for the environmental pillar was calculated.

The final third stage verified the availability of the Science-Based Targets (SBT1),
demonstrating the company’s commitment to reducing GHG emissions, long-term resilience,
and transition to a sustainable, low-carbon economy. If a company has established SBTi, an

additional point was added to its overall environmental pillar score.

Information evaluation with

( the use of MSCI ESG Ratings 4

. SCIENCE
BASED
~ TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Compliance and usage of ESG M S C I
Disclosure Frameworks and k ; Availability of SBTi
Standards

Figure 1. Research Methodology Stages
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3.1 MSCI ESG Ratings Methodology of Environmental Pillar

MSCI ESG Ratings incorporates data from various sources, including company
disclosures, public information, and sector-specific standards, including GRI, SASB, and
TCFD, among others, to assess companies' ESG performance. The environmental pillar

includes 4 themes with 13 key issues or subthemes (Table 4).

Table 4. Environmental Pillar in MSCI ESG Ratings

Pillar Themes [E] Key Issues
Carbon Emissions
Climate Change Vulnerability

Climate Change Financing Environmental Impact
Product Carbon Footprint
Biodiversity & Land Use
Natural Capital Raw Material Sourcing
Environmental Water Stress

Electronic Waste

Pollution & Waste Packaging Material & Waste

Toxic Emissions & Waste
Opportunities in Clean Tech
Opportunities in Green Building
Opportunities in Renewable Energy

Environmental
Opportunities

Source: MSCI ESG Research LLC (MSCI 2023)

In the full MSCI ESG Ratings assessment, two to seven environmental and social key
issues (out of 33) are identified for each company. Since this study specifically covers the
environmental pillar, four key issues were reviewed in three themes of [E] pillar. Key issues
were determined based on common and overlapping environmental metrics of GRI, SASB, and
TCFD, as well as the Global Industry Classification Standard (GICS), which was developed
by MSCI and S&P indices to help with classification and understanding companies' key
business activities and their greatest impact on issues in four themes (Table 4).

In the climate change theme, carbon emissions are a key issue for both sectors. Selected
companies were assessed regarding the carbon intensity of their operations and activities and
how they manage climate-related risks and opportunities.

For natural capital, biodiversity and land use, and water stress were identified as two
key issues. Biodiversity and land use include the company's efforts to protect and conserve

biodiversity and ecosystems in places of activities and minimize the impact on habitats, species,
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and flora. Water stress in company’s operations, including water intensity and water-related
risks and opportunities.

With regard to pollution and waste it is toxic emissions and waste. This includes
assessment of potential environmental contamination and toxic emissions from the company’s
operations and the general functioning of environmental management systems.

Even though were determined key environmental issues for oil and gas, mining and
metallurgy sectors, not all of these issues have equal importance in the scoring process. Some
are more important than others, and to calculate a final environmental score, MSCI suggests
using the Weighted Average Key Issue Score (WAKIS). The WAKIS metric assigns specific
weights to each key issue score within a theme and then takes the weighted average to calculate
the theme score. This metric reflects the sector-specific and cross-sectoral priorities and

considerations, providing a more tailored assessment.

Table 5. WAKIS Metric for Oil & Gas and Metallurgy & Mining Sectors

. Metallurgy
Theme Key [E] Issue Oil & Gas & Mining Comments
Sector
Sector
Carbon emissions are a significant
Climate o concern in the O&G sector. It is also
Change Carbon Emissions 35% 25% important for the M&M sector, but not as
prominent as in the O&G
Biodiversity & 25% 25% Equal importance and weights
Land Use
Water stress is a more significant concern
Natural in ‘Fhe M&M sectpr, justifying a higher
Capital weight of 30%. It is relevant to the O&G
Water Stress 20% 30% sector due to its water-intensive
operations, but it may not be as critical as
carbon emissions. Hence, it is assigned a
weight of 20%
g(]);ggon & ;l;(]);; Emissions & 20% 20% Equal importance and weights

Source: MSCI ESG Research LLC (MSCI 2023)

The scoring mechanism consists of the following steps: at first, each key issue is
evaluated through environmental exposure and management. Environmental exposure means
a company’s exposure to environmental risks and opportunities. It evaluates the company’s

environmental footprint, including GHG emissions, biodiversity and land conservation, water

22



consumption, waste generation, and other relevant environmental indicators. Environmental
management refers to how effectively a company manages its environmental impacts and
implements sustainable practices. It assesses the company’s environmental management
systems, policies, and initiatives to mitigate environmental risks and improve performance,
including environmental targets, resource efficiency, waste management practices,
environmental certifications, etc.

The company receives scores from 0 to 10, where 10 is the highest performance, and 0
is the lowest /or no information for environmental exposure and management (Table 6). A
weighted average of exposure and management is then calculated, and a score for the key issue

is derived. After that, using WAKIS metric (Table 5) all key issues and themes are calculated

for the final environmental score. If a company has developed Science-Based Targets (SBT1),
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an additional 1-point score will be added to the final environmental score.

Table 6. Key Environmental Issues and Scores Gradation

Key [E] Issues Scores Range (0 to 10)
10 5 0
Carbon Exposure | Detailed and comprehensive | Some level of disclosure | No information on
Emissions Score data on company’s direct | on its carbon emissions, | carbon emissions
(CE) (Scope 1) and indirect (Scope 2 | but the data might be
and 3) carbon emissions limited or not as
Mgmt Well-defined strategies and | Some emission reduction | No any emission
Score clear policies to manage and | initiatives, but they are | reduction
reduce carbon emissions limited in scope initiatives or plans
Biodiversity | Exposure | Transparent  reporting  on | Limited information on | No information
& Land Use | Score biodiversity conservation | biodiversity conservation
(B&LU) efforts and land use impacts, | and impacts
including protection of natural
habitats.
Mgmt Well-developed strategies and | Some initiatives related to | No any
Score practices to conserve | biodiversity conservation | biodiversity
biodiversity, minimize impacts, | and land use, but they are | conservation  or
and promote sustainable land | not fully comprehensive land use initiatives
use
Water Exposure | Transparent reporting on water | Some information on | No water usage
Stress (WS) | Score usage, including water | water usage and water | information
withdrawal, discharge, and | stress, but the data may be
consumption. Water stress | limited or not as detailed
assessment
Mgmt Robust water management and | Some water management | No water-related
Score risk  mitigation  strategies. | initiatives, but they are | strategies or
Water-related stakeholder | not comprehensive or | initiatives
engagement (local | well-defined
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communities, specialized
authorities, etc.)

Toxic Exposure | Transparent reporting on toxic | Limited information on | No information on
Emissions Score emissions and waste | toxic emissions and waste | toxic ~ emissions
&  Waste generation, waste diverted or and waste
(TE&W) directed to disposal, description

of waste-related impacts. Waste

and emissions intensity

(volume per unit of production
or revenue)

Mgmt Well-defined strategies and | Some  initiatives  to | No initiates or
Score practices to manage toxic | manage toxic emissions | policies on toxic
emissions and waste, including | and waste, but they are not | emissions and
waste reduction, recycling, and | fully implemented waste
disposal methods. Regulatory management
compliance

Source: Global Reporting Initiative, Sustainability Accounting Standards Board, Task Force on Climate-
Related Financial Disclosures (GRI 2023; SASB 2021; 2018a; TCFD 2017)

Formula:

EPS = Criteria 1+ Criteria 2 + Criteria 3 + Criteria 4

Calculation for both sectors:

EPS = (CE score x criterion weight, %) + (B&LU score x criterion weight, %) + (WS
score x criterion weight, %) + (TE&W x criterion weight, %) + A,

Where x - multiplication sign,

A =1, if the company determined SBTi; A = 0, if the company does not have SBTi

3.2 Science-Based Targets (SBTi)

The Science-Based Targets (SBTi) aims to encourage and support companies in setting
ambitious, credible, and verifiable targets that are in line with climate science and the goals of
the Paris Agreement. By adopting SBTi, companies demonstrate their commitment to
mitigating climate change and aligning their business strategies with a low-carbon future. The
introduction of SBTi accelerates innovations and improves the company’s environmental
performance (Tuhkanen and Vulturius 2022). Nowadays, more and more companies are setting
SBTi. In 2021 the number of new companies with SBTi doubled to 2253 worldwide (SBTi
2022). The majority of these companies are from Europe, United States and Japan, with a few

numbers from Asia, Africa and Latin America (SBTi 2022).
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In order to set SBTi, companies go through the process that includes defining a baseline
year, setting target boundaries, and determining the level of ambition in reducing GHG
emissions. The targets are then submitted to SBTi Initiative for assessment and approval. Once
approved, companies are listed on the SBTis website, showcasing their commitment to science-
based targets.

Given that SBTi are a new phenomenon in Kazakhstan and not all declared targets have
been verified by the SBTi Initiative, their presence is a sufficient condition for an additional

score to the environmental pillar.
3.3 Research Sample Size

The research is based on a non-probability sampling, including non-random selection
of reviewed companies. In total were reviewed the ESG disclosures of 10 companies (5 from
each sector). In order to mitigate risks of sampling bias, the following selection criteria were
taken into account: geographical (regional) diversity, size and revenue, ESG ratings and
historical data. The geographical diversity allows to identify potential regional variations and
more comprehensive analysis of ESG disclosure practices. The size and revenue criteria will
consider large-size companies based on number of employees (full-time) and high revenue in
the resources extraction industry since they are leaders of ESG disclosure in Kazakhstan. ESG
ratings and historical data includes the review of existing local ESG ratings and indices, such
as ESG disclosure rating of PwC Kazakhstan and the QRA rating agency, as well as companies
with a track record of ESG disclosure to observe changes and trends over time. This
longitudinal perspective can provide insights into the evolution of ESG reporting practices
within the selected sectors.

The oil and gas, mining and metallurgy sectors were chosen due to their importance for
the economy of Kazakhstan. The oil and gas sector are the basis for the development of the

economy and largely determines the country's economic independence. In terms of proven oil
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reserves, Kazakhstan is among the 15 leading countries in the world, having 3% of the world's

oil reserves (Niyazbekova and Nazarenko 2018). The largest oil development and production

projects are Tengizchevroil LLP with 31%, North Caspian Operating Company B.V. — 19%,

and Karachaganak Petroleum Operating B.V — 13% (Jusan Analytics 2022).

Table 7. Selected Companies in the Oil & Gas Sector

project, one of the
largest oil and gas
condensate fields
in the world

employees:
4,000

# | Name of the company | Short description Size Location of | ESG ratings and
operating sites indices
1 | Tengizchevroil ~ LLP | Largest oil | Revenue for | West Kazakhstan | N/A
(TCO) production 2021 — 15.9 | region
enterprise in | billion USD;
Kazakhstan Number of
employees:
4,000
2 | North Caspian | First offshore oil | Revenue for | Kashagan, Kairan | N/A
Operating  Company | and gas  field | 2022 — 320 | and Aktoty
B.V. NCOC) development million USD;
project in | Number of
Kazakhstan employees:
3,000
3 | Karachaganak Consortium of | No West Kazakhstan | Listed in the
Petroleum  Operating | companies information on | region PwC ESG
B.V. (KPO) implementing the | the revenue; disclosure rating
Karachaganak Number of

4 | KazMunayGas JSC

Kazakhstani

Revenue for

Mangistau and

Listed in the

JSC, operates the
largest network of
main gas pipelines
in KZ

billion USD;
Number of
employees:
13,000

(KMG) national company | 2022 — 18.9 | Atyrau regions PwC ESG
engaged in oil and | million USD; disclosure rating
gas  production, | Number of
processing and | employees:
transportation 47,000

5 | QazaqGaz JSC Portfolio company | Revenue  for | Almaty, Nur- | Listed in the
of Samruk-Kazyna | 2021 — 2 | Sultan, Zhambyl | PwC ESG

region

disclosure rating

Source: Companies' Annual Reports

Kazakhstan is among the top ten leading countries in the world in terms of confirmed

reserves of most types of minerals (Isataecva, Aubakirova, and Mausymbayeva 2022). As of

2021, the share of mining and metallurgy in Kazakhstan’s GDP is 14.1% and 17.5% of the

country's exports come from the mining industry, which is about $10.5 billion (Kazakh Invest

2022). According to Kazakh Invest (2022), the production volume of metallurgical industry

products by region in January-December 2021: 37.5% from Karaganda region; 19% from East
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Kazakhstan region; and 14.9% from Pavlodar region. Therefore, at least one company from

each of these regions was selected.

Table 8. Selected Companies in the Metallurgy & Mining Sector

# | Name of the company | Short description

Size

Location of
operating sites

ESG ratings and
indices

company with key
assets concentrated

billion USD;
Number of

Karaganda regions

1 | Eurasian Resources | World's largest | Revenue  for | Astana, Almaty, | Listed in the
Group (ERG) ferrochrome 2020 - 36 | Shymkent, PwC ESG
producer, billion USD; | Pavlodar, disclosure rating
Kazakhstan's Number of | Karaganda, Aksu,
largest iron ore | employees: Aktobe,
miner and | 85,000 Khromtau, Rudny,
processor, one of Lisakovsk,
the largest iron ore Ekibastuz
exporters
2 | Kazakhmys Copper | Vertically Revenue for | Balkhash, Listed in the
JSC integrated holding | 2022 — 3 | Zhezkazgan, PwC ESG

disclosure rating

in mining and non- | employees:
ferrous metallurgy. | 37,000

3 | KAZ Minerals Mining company | Revenue for | Bozshakol, East | Listed the QRA’s
with assets in | 2021 — 2.55 | Region, Aktogay, | ESG rating
Kazakhstan  and | billion USD; | Bozymchak
Kyrgyzstan, Number of | (KRG)
specializes in | employees:
copper mining 10,200

4 | Kazchrome JSC One of the largest | Revenue for | Aktobe, Pavlodar | Listed in the
producers of | 2020 — 2.5 | and  Karaganda | PwC ESG
chrome raw | billion USD; | regions disclosure rating
materials and | Number of and in the QRA’s
ferroalloys in the | employees: ESG rating
world 19,000

5 | Kazatomprom JSC National nuclear | Revenue for | Kyzylorda, Listed the QRA’s
company, the | 2022 — 2.28 | Turkestan and | ESG rating
world's largest | billion USD; | South Kazakhstan
producer of natural | Number of | region, Nur-
uranium employees: Sultan, Shymkent,

20,000 Almaty

Source: Companies' Annual Reports
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4. Results and Discussion

Initially, it is imperative to note that six? out of the nine companies reviewed within the
oil and gas, and mining and metallurgy sector, demonstrate adherence to GRI standards.
However, three companies® did not explicitly specify their adherence to any particular ESG
frameworks or standards. It is noteworthy that some of the companies which are already
adhering to GRI standards have expressed their intention to incorporate climate-related
reporting following TCFD recommendations. For instance, KazMunayGas JSC and
Kazatomprom have claimed their intent to introduce climate-related reporting based on TCFD
recommendations, while Eurasian Resources Group has expressed its willingness to transition
from GRI to TCFD. These cases align with the forecast of PwC’s experts that in the next few
years, an increasing number of Kazakhstani companies will report in accordance with the
TCFD recommendations (PwC 2022).

This integration or shifting to another standard raises notable interest and potential for
further research, particularly in investigating the underlying motivations of companies for such
actions. For example, the Kazatomprom report (2022), mentions that introducing TCFD
recommendations is a mandatory requirement of the London Stock Exchange, where the
company is listed now. In addition, the company is planning to introduce SASB standards due
to: “the demands of the times, the desire to improve sustainable development disclosure
practices, as well as in accordance with the expectations of stakeholders and the investment

community.” (Kazatomprom 2022, 24-25)

2 GRI Standards in companies in Oil & Gas sector: KazMunayGas JSC (KMG); Karachaganak Petroleum
Operating B.V. (KPO); QazaqGaz JSC. In Mining & Metallurgy sector: Eurasian Resources Group (ERG); KAZ
Minerals; Kazatomprom JSC.

3 Companies with no information on ESG frameworks and standards: Tengizchevroil LLP (TCO); North
Caspian Operating Company B.V. (NCOC)
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In most cases, companies tend to integrate ESG information into their Sustainability
Reports or Corporate Responsibility Reports. However, some companies* choose to include
ESG considerations within their Annual Reports, where both non-financial and financial
information are provided. Due to the large amount of information in such reports, it is more
difficult to navigate them. Both GRI (2022) and TCFD (2017) recommends to companies to
develop a separate Sustainability Report, which provides detailed information on ESG
performance and impacts, in addition to the Annual Report that focuses on financial
performance.

Almost all companies are making their reports and ESG information available in
Kazakh, Russian, and English, except for KAZ Minerals, which is provided only in Russian
and English. In Kazakhstan, there are two main languages; Kazakh is a state language, while
Russian has status as the official language. At the same time, about 80% of the population
fluently knows Kazakh; among Kazakh speakers, only about 69% know Russian (Talapuly
2023). It is crucial to provide information in Kazakh and do not exclude the big part of
stakeholders.

Nine of ten selected companies have uploaded ESG information and reports on their
websites and made them and archives publicly available, except for Kazakhmys Copper from
the mining and metallurgy sector. Kazakhmys Copper is featured in PwC's Top-50 ESG
disclosure companies rating in Kazakhstan. Nonetheless, the company's website does not
feature any disclosures of environmental or ESG-related data and reports. Additionally, despite
a request for this information via email, the company failed to respond, rendering an analysis
of the company unfeasible due to the lack of accessible data. This situation appears paradoxical,

given that transparency is considered an essential principle of ESG practices, and it plays a

4 QazaqGaz JSC, Kazchrome JSC, and Kazatomprom JSC
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crucial role in bolstering trust among local communities in a company's operations (Litvinenko
et al. 2022).

To maintain a balanced representation of mining and metallurgy companies reviewed
with the oil and gas ones, JSC National Mining Company Tau-Ken Samruk was selected as a
substitute, as it is also listed in PwC's Top-50 ESG disclosure rating and came next after
Kazakhmys Copper in terms of financial performance. However, like Kazakhmys Copper, Tau-
Ken Samruk has not made ESG-related information and reports publicly available, and it did
not respond to an email request to share this information.

Despite the limited representation of four companies from the mining and metallurgy
sector, their environmental pillar score and overall environmental reporting exhibit
comparatively lower performance than any four selected companies operating in the oil and
gas sector (Figure 2). The correlation of scores between companies in the oil and gas sector is
negligible compared to companies in the mining and metallurgy sector. The difference between
the leading (KPO) and the lowest-performing company (TCO) in the oil and gas sector is about
2 points, which indicates the relative stability of the sector in environmental reporting based
on the selected companies. Moreover, we can reasonably extrapolate this higher performance
to the entire oil and gas sector, asserting its superiority over the mining and metallurgy sector
and overall ESG implementation in Kazakhstan. This is reinforced by scholars
(Azretbergenova, Yessymkhanova, and Yessenali 2023), who states that leading companies in
both the oil and gas and mining and metallurgy sectors are frontrunners in ESG disclosure and

development in Kazakhstan.
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Figure 2. Environmental Pillar Scores of the Selected Companies in the Oil & Gas and the Mining &
Metallurgy Sectors

4.1 Oil and Gas Sector

Karachaganak Petroleum Operating B.V. (KPO) is leading in environmental reporting
among the reviewed companies, scoring relatively higher in most key environmental issues
(Figure 3). KPO demonstrated superior performance compared to KazMunayGas JSC (KMG),
which secured the second position. This leadership position can be attributed to KPO's more
comprehensive and transparent information disclosure in the area of biodiversity and land use.
In turn, KMG's notable performance can be attributed to its rigorous Scope 3 reporting and its
extension, robust decarbonization initiatives, and well-defined management practices in carbon
emissions. In contrast, Tengizchevroil LLP and North Caspian Operating Company B.V.
demonstrate potential areas for enhancement in their environmental reporting and performance,
suggesting opportunities for further improvement. Similarly, QazaqGaz JSC exhibits mixed
scores, signifying the need to focus on specific key environmental issues to enhance its overall

environmental performance and disclosure practices.
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Figure 3. Key Environmental Issues Scores of the Selected Companies in the Oil and Gas Sector (Where:
CE — Carbon Emissions; B&LU — Biodiversity & Land Use; WS — Water Stress; TE&W — Toxic Emissions &
Waste)

4.1.1 KazMunayGas JSC (KMG)

About the ESG disclosure: The ESG is integrated into the Sustainability Reports. The
last available Sustainability Report is for 2022, which was prepared on July 5%, 2023. The
report is available at the company’s website on Kazakh, Russian and English. The company
indicates that it is started publish Sustainability Reports from 2008 and from 2012 in
accordance with GRI standards. However, on the website, it is possible to download reports
from the period of 2015-2022. The report consists of 5 main chapters: corporate governance;
employees and development of the regions of presence; health, safety and environment; low-
carbon development; and economic performance (KazMunayGas 2023).

ESG Disclosure Frameworks or Standards: GRI Standards, GRI 11: Oil and Gas
Sector 2021. The company also used and fulfilled the GRI Content Index template, which helps
stakeholders navigate reported disclosures (Annex 4 in the report). In addition, in 2022 within

the framework of Carbon Disclosure Project (CDP) the company developed a Climate
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Questionnaire, which includes data on direct and indirect data on GHG emissions across all
assets, including subsidiaries in Romania and Georgia. The KMG announced that with support
from EBRD in 2023, it plans to introduce climate reporting following TCFD recommendations

and including SBTi (KazMunayGas 2023).

Table 9. Environmental Pillar and Key Issues Scores of KazMunayGas JSC (KMG)

Environmental Pillar Score: 6

Climate Change Natural Capital Pollution & Waste
. Biodiversity & Land Use Toxic Emissions &
0, 0
Carbon Emissions (35%) (25% Water Stress (20%) Waste (20%)
Exposure Mgmt Exposure Mgmt Exposure Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
7 8 5 6 6 5 5 4

EPS = (7.5 x 0.35) + (5.5 x 0.25) + (5.5x 0.2) + (4.5 x 0.2) = 2.625 + 1.375+ 1.1 + 0.9

Carbon Emissions: The KMG (2023) reports on direct (Scope 1) and indirect (Scope
2 and 3) GHG emissions. In direct emissions, KMG provides a breakdown by three areas of
activity: production, refining, and transportation. Breakdown by countries: Kazakhstan and
subsidiary companies in Romania and Georgia. As well as breakdown by GHG types: carbon
dioxide (CO2), methane (CH4), and nitrous oxide (N20).

In indirect, Scope 2 company uses the market method that counts emissions based on
the electricity company has chosen to buy (WRI 2015). In Scope 3, KMG discloses (2023)
information only on category 11: use of sold products (out of 15 existing). It indicates GHG
emissions numbers for 2020-2022 period to show dynamic of change. However, 2022 data for
Scope 2 and 3 will be disclosed in September 2023 in CDP’s Climate Questionnaire. Therefore,
exposure score is 7 for carbon emissions issue in climate change.

In terms of GHG emissions management practices and reduction policies, the company
developed a Low-Carbon Development Program (LCDP) for 2022-2031, envisaged a
reduction of carbon footprint by 1.6 min tons CO2 and building of renewable energy sources
(RES) facilities with a total capacity of at least 300 MW (KazMunayGas 2023). In order to
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implement this program, was created a special body, the Department of Low-Carbon
Development and approved an action plan for program implementation. Within the framework
of this program, the KMG is planning to expand the Scope 3 disclosure to 12 categories: 1)
purchased goods and services; 2) capital goods; 3) fuel-and energy-related activities; 4)
upstream transportation and distribution; 5) waste generated in operations; 6) business travel;
7) employee commuting; 8) upstream leased assets; 9) downstream transportation and
distribution; 10) processing of sold products; 12) end-of-life treatment of sold products; 13)
downstream leased assets (KazMunayGas 2023).

The KMG is practicing various energy efficiency and energy saving measures, as well
as RES project of wind-power plant in Zhambyl with 1 GW capacity. Besides of that there are
feasibility studies on decarbonization projects on Carbon Capture, Utilisation and Storage
(CCUS) and climate offset projects. In general, the level of ambition is high, so the
management score is 8.

Biodiversity & Land Use: As recommended by GRI standards, the KMG (2023)
provided descriptive information about operational sites, protected areas, areas of high
biodiversity value, and list of species, including the International Union for Conservation of
Nature (IUCN) Red List species. However, there is shortage of information regarding impact
of their activities on land, biodiversity and flora description. Exposure score for biodiversity
and land use 1s 5.

In a management, the company referring to their environmental policy, where are some
biodiversity conservation provisions, such as no activities in natural protected areas, inclusion
prevention, minimization, restoration and compensation measures on biodiversity during
planning phase, participation in research programs in the sphere of biodiversity protection, and
prevention of illegal hunting and fishing and other use of objects of flora and fauna

(KazMunayGas 2023). Management score is 6.
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Water Stress: The KMG (2023) discloses information on water withdrawal by source
types: surface and underground sources, urban water supply, sea, and wastewater from other
facilities. Also gives a breakdown of water use by types of activities in downstream and
upstream sectors. The KMG (2023) accounts wastewater and states that there is no discharge
to surface water bodies or terrain. Facilities without storage ponds transfer wastewater to
specialized companies for discharging. The company has the Corporate Water Resources
Management Standard and, since 2020, has been using CDP Water Security Questionnaire and
uploading it to the CDP website. However, the company needs more information about water
stress regions of operations and how it minimizes this issue. The exposure score is 6 and 5 for
management.

Toxic Emissions and Waste: In waste generation, KMG (2023) provides information
on three types of waste: hazardous, non-hazardous, and waste from drilling (mud and sludge).
The company also provides numbers on waste transferred for recovery and removal. However,
there is no information on significant waste-related impacts and clear waste management
system and policy. Thus, 5 score for exposure and 4 for management.

4.1.2 Tengizchevroil LLP (TCO)

About the ESG disclosure: The ESG information is incorporated into the Corporate
Responsibly Report (CRR), Environmental Activities and Performance Overview, and
Biotopes Handbook. The latest available CRR and Overview reports is 2022. Previous reports
are not available for download and review. Similarly to KMG, all reports and information are
available in Kazakh, Russian, and English. Environmental issues are also covered in a separate
report: An Overview of 2022 environmental activities and performance. In addition, there is a
handbook on biotopes, key species, flora and fauna in TCO partnership territory.

ESG Disclosure Frameworks or Standards: There is no available data regarding the

company's alignment with any particular ESG frameworks or standards.
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Table 10. Environmental Pillar and Key Issues Scores of Tengizchevroil LLP (TCO)

Environmental Pillar Score: 3.8

Climate Change Natural Capital Pollution & Waste
. Biodiversity & Land Use Toxic Emissions &
0, 0
Carbon Emissions (35%) (25% Water Stress (20%) Waste (20%)
Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
3 3 6 5 3 4 3 4

EPS=(3x0.35)+(55x025)+(3.5x02)+(3.5x02)=1.05+1375+0.7+0.7=
3.825

Carbon Emissions: The TCO (2022b) discloses cumulative information on carbon
emissions without a breakdown by GHG types. It didn't segregate direct and indirect emissions
or disclose information by scopes 1, 2, and 3. In their report (2022b), TCO mentioned two
implemented decarbonization projects at the crude tank farm and power and steam generator.
However, the company does not seem to have a clear emissions management system and policy
in this area. The exposure and management score are 3.

Biodiversity & Land Use: In a separate handbook (Tengizchevroil 2022a) were
identified and explicitly described seven biotopes in the TCO partnership territory. In these
biotopes were recorded: “203 species of vascular plants, 1 species of amphibians, 12 species
of reptiles, 198 species of birds and 34 species of mammals” (Tengizchevroil 2022a, 6). The
company uses monitoring practices in land use and soil conservation at the 55 sampling points
on the TCO production facilities (Tengizchevroil 2022c). In 2022 it implemented a
recultivation project of disturbed lands with a total area of 1.64 ha in the Tengiz field.
Nevertheless, similar to carbon emissions, there is no systematic approach or definitive
management. The company focuses on success stories rather than quantitative indicators in
their reports (Tengizchevroil 2022b; 2022c¢).

Water Stress: The TCO (2022c¢) provides data on total water consumption (fresh and
reused) and total fresh water intake. There is no information on water discharge and discharge-

related impacts, water shortage in the region, and water consumption by types of activities. In
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the report stated that the company promotes rational use of water resources and that 49% of
water is reused at TCO facilities. The TCO conducts monitoring on wastewater and
groundwater. Overall, water-related information is on one page, half of which is occupied by
infographics and awareness poster on rational water use (Tengizchevroil 2022c, 11).

Toxic emissions and Waste: According to TCO in 2022 it “managed 63 types of waste
generated as part of production activities and associated infrastructure. More than 35 of these
waste types underwent additional waste processing by both the company and third parties.”
(Tengizchevroil 2022b, 28). However, it didn’t name these waste types and provide their
amount. The company has the waste reduction, reuse, and recycling program and 63% of waste
is recycled. But it is the waste from plastic, paper, spent tires, glass, and concrete. There needs
to be more information on the treatment of waste oil products.

4.1.3 North Caspian Operating Company B.V. (NCOC)

About the ESG disclosure: The NCOC has integrated ESG matters into its
Sustainability reports, spanning the years 2015 to 2021, and made accessible to the public
through their website in Kazakh, Russian, and English languages. Furthermore, in addition to
these reports, the company has compiled a dedicated handbook on biodiversity in the north-
eastern Caspian region and an Environmental Monitoring report covering the period from 2006
to 2016.

ESG Disclosure Frameworks or Standards: NCOC does not explicitly specify its

adherence to any specific ESG frameworks or established standards in its disclosures.

Table 11. Environmental Pillar and Key Issues Scores of North Caspian Operating Company B.V.
(NCOC)

Environmental Pillar Score: 4.4

Climate Change Natural Capital Pollution & Waste
. Biodiversity & Land Use Toxic Emissions &
(V) 0
Carbon Emissions (35%) (25% Water Stress (20%) Waste (20%)
Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
5 6 5 4 4 3 4 3
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EPS=(5.5x0.35)+(4.5x0.25)+(3.5x0.2)+(3.5x0.2)=1.925+ 1.125+ 0.7+ 0.7
=445

Carbon Emissions: The NCOC (2021) reports on direct (Scope 1) and indirect (only
Scope 2) GHG emissions. According to NCOC (2021), the share of Scope 3 emissions is
insignificant, so it is not considered. In Scope 1 and 2, it provides data by gas types: carbon
dioxide, methane, and nitrous oxide. The production facilities are self-sufficient in power, but
for supporting facilities company purchases electricity, which is the source of indirect
emissions. The company has Greenhouse Gas Emission and Energy Efficiency Management
Strategy, which was approved in 2020. The Strategy envisages a 15% reduction in specific
GHG emissions by 2030 against 2019 levels, implementation of an Energy Management
System (EMS) compliance with ISO 50001 requirements, and assessment of the usage of
Renewable Energy Sources (RES) technologies in the project design phase (NCOC 2021).

Biodiversity & Land Use: The Biodiversity of the North East Caspian Region
brochure (NCOC 2020) describes a biodiversity management and environmental protection
plan, which includes projects on the scientific study of the Caspian seal population, sturgeon
population, and bird monitoring. There is information about operational sites at the Caspian
Sea, endangered flora and fauna species, offshore and onshore environmental survey processes,
and environmental sensitivity maps, which are used in coastal zone management and can be
incorporated into local or regional development policies. However, there remains a demand for
a more comprehensive assessment of the company's activities and their impact on the
environment and related areas.

Water Stress: The NCOC (2021) acknowledges the presence of water stress and
scarcity within the region, characterized by constrained reserves of fresh surface water. The
company's economic operations are heavily reliant on externally sourced water resources. In

its disclosure, NCOC (2021) provides information concerning the aggregate volume of
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freshwater intake and consumption, primarily supplied via the Astrakhan-Mangyshlak pipeline,
serving as the principal source of fresh water for its industrial purposes. The report (NCOC
2021) reveals a notable shortage of comprehensive information pertaining to the water
management system, conspicuous by the absence of well-defined policies and strategic
frameworks within this domain.

Toxic Emissions and Waste: The NCOC (2021) presents a total volume of generated
waste, including waste classified as hazardous according to Kazakhstan’s regulations. The
company affirms its commitment to a zero-waste discharge policy, notably abstaining from
releasing any waste into surface water bodies, including the Caspian Sea. Waste generated at
offshore facilities is conveyed to onshore facilities, where specialized companies undertake the
collection, transportation, preparation for reuse or proper disposal of such waste. Despite these
efforts, the company’s disclosure regarding waste-related impacts and establishment of well-
defined waste management policies and strategies remains lacking.

4.1.4 Karachaganak Petroleum Operating B.V. (KPO)

About the ESG disclosure: ESG considerations have been incorporated into the KPO's
sustainability reports, with the company publishing them since 2007. The most recent
accessible reports for download pertain to the years 2008-2022, and they are accessible in
Kazakh, Russian, and English languages.

ESG Disclosure Frameworks or Standards: GRI Standards, GRI 11: Oil and Gas
Sector 2021. The KPO also provided a GRI Content Index template in the 2022 report as an

anncx.

Table 12. Environmental Pillar and Key Issues Scores of Karachaganak Petroleum Operating B.V. (KPO)

Environmental Pillar Score: 6.1

Climate Change Natural Capital Pollution & Waste
.. Biodiversity & Land Use Toxic Emissions &
o, 0,
Carbon Emissions (35%) (25% Water Stress (20%) Waste (20%)
Exposure Mgmt Exposure Mgmt Exposure Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
6 7 7 7 6 5 5 5
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EPS=(6.5x0.35)+(7x0.25)+(5.5x0.2)+(5x0.2)=2275+1.75+ 1.1 +1=6.125

Carbon Emissions: The KPO (2022) discloses information on direct (Scope 1) and
indirect (Scope 2) GHG emissions. Accounting for GHG emissions includes carbon dioxide,
methane, and nitrous oxide and is calculated based on data on the enterprise's activities.
Similarly to the NCOC, the Scope 3 emissions are insignificant (0.1%) and result from the
consumption of imported electricity, so these emissions are not subject to accounting and are
not included in the reporting. The KPO has an environmental management system (EMS),
certified by international standards for EMS (ISO 14001:2015), as well as the Environmental
Protection Policy (EPP). The EPP includes the following objectives: prevention of
environmental pollution, reduction of GHG emissions, preservation of biodiversity and
ecosystems, protection of natural resources. Within the framework of EPP, the company
disclosed the Environment Action Plan for 2022 and reported on implementing the plan's
activities.

Biodiversity & Land Use: The KPO (2022) reports that since 2012 it has been
monitoring the state of biodiversity and determining the potential risks from its production
activities. They published an action plan for biodiversity conservation for 2022, the status of
tasks implementation, and planned activities for 2023. Within the framework of this plan,
evaluates four key factors: emissions of pollutants, physical impact (noise, light, vibration),
livestock grazing on the territory, mechanical impact (construction, quarries, roads). Following
GRI 304-1 recommendation, KPO (2022) determined the main ecosystems in its operational
sites: agricultural ecosystems, steppe ecosystems, and aquatic and riverine ecosystems. During
the research period from 1990 to 2022, they identified important representatives of flora and
fauna, including species listed in the [IUCN Red List. The company states that the main impact
of its activities on ecosystems is the mechanical impact due to construction (KPO 2022). Many

species of fauna adapt to physical factors, and interconnection between the state of the soil and
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vegetation cover and pollutant emissions has not been identified. And according to KPO
(2022), all their operational activities are within the acceptable risk limits for biodiversity.

Water Stress: The KPO (2022) discloses information on water consumption by
sources, the total volume of discharges with an indication of wastewater category, and the reuse
of treated wastewater and groundwater. However, notable gaps exist within the company's
practices, as evidenced by the absence of a comprehensive water stress assessment and a failure
to account for the potential impacts of water stress within the region of its operations.
Furthermore, the company's disclosed efforts toward minimizing water pollution and engaging
with water-related stakeholders are noticeably lacking.

Toxic Emissions & Waste: The KPO (2022) provides statistics on generated
hazardous, non-hazardous, and recycled waste. It practices the following methods of waste
management: reuse at the enterprise, recycle at the enterprise's facilities, incineration in the
furnace, burring at the solid industrial waste landfill, and transferring to specialized contractors.
However, measures to minimize waste generation are not disclosed. The company claims to
have completed all the planned activities for 2022 under the Waste Management Program, but
they didn't list and share the details of these activities.

4.1.5 QazaqGaz JSC

About the ESG disclosure: ESG considerations are integrated into the company's
annual reports. The most recent accessible report is for the year 2021. These annual reports,
covering the period from 2012 to 2021, are made accessible to stakeholders in Kazakh, Russian,
and English languages.

ESG Disclosure Frameworks or Standards: The company adheres to GRI Standards.

Table 13. Environmental Pillar and Key Issues Scores of QazaqGaz JSC

Environmental Pillar Score: 5

Climate Change Natural Capital Pollution & Waste
. Biodiversity & Land Use Toxic Emissions &
0, 0,
Carbon Emissions (35%) (25%) Water Stress (20%) Waste (20%)
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Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score

6 7 4 4 5 4 5 4

EPS=(6.5x035)+(4x025+(45x02)+(4.5%x02)=2275+1+09+09=
5.075

Carbon Emissions: The QazaqGaz reports on direct (Scope 1) and indirect (Scope 2)
GHG emission with breakdown by gas types: methane, carbon dioxide, nitrous oxide. The
company has adopted an environmental policy with the primary objectives of mitigating
adverse environmental impacts, enhancing energy efficiency, and promoting biodiversity
conservation. Additionally, it implements an Environmental Management System that fulfills
the requirements of internationally recognized environmental and energy management
standards, namely ISO 14001 and ISO 50001 (QazaqGaz 2021). Besides that, to support
Kazakhstan in its commitments under the Paris Agreement, the company set an ambitious long-
term goal: to reduce GHG emissions by 10-12% by 2030 and achieve complete carbon
neutrality by 2060, where 2023 will be used as the base year (QazaqGaz 2021).

Biodiversity & Land Use: The company provides a list of protected species of flora
and fauna living in the areas of production activities and mentions that some of the company's
enterprises are located in protected natural areas and areas adjacent to the protected areas. The
QazaqGaz enumerates several activities pertaining to biodiversity conservation (QazaqGaz
2021). Nevertheless, the disclosed information lacks a systematic sequence of activities or a
comprehensive approach to the matter. Additionally, there is a notable absence of data
concerning the impact of the company's operational activities on biodiversity and land.

Water Stress: The QazaqGaz provides statistics on total water withdrawal by source
and region type, as well as the total volume of wastewater discharges and dynamics of water
consumption between 2019-2021 (QazaqGaz 2021). The company's disclosures do not include

any information pertaining to a water stress assessment. The QazaqGaz has delineated eight
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key principles of water management, encompassing aspects such as recognizing the
significance of water and its judicious utilization, pursuing comprehensive water intake
metering reaching 100% coverage, evaluating the origins of water abstraction, and others
(QazaqGaz 2021). However, beyond these declarative principles, there is a lack of a discernible
policy and systematic approach to water management.

Toxic Emissions & Waste: The company offers annual data on pollutant emissions into
the atmosphere, encompassing nitrogen oxides, volatile organic compounds, sulfur oxides, and
particulate matter. Additionally, data on the total waste generated, differentiating between
hazardous and non-hazardous waste, and the aggregate volume of waste disposed under each
category (QazaqGaz 2021). The company states that all waste generated is contractually
transferred to specialized licensed organizations for either disposal or burial. In general, it
follows a 4-staged waste management process, which includes waste generation at facilities,
classification of waste types, separate waste collection at each facility, and temporary storage
of waste at production sites (QazaqGaz 2021). However, the provided information lacks in-

depth details regarding each stage employed by the company.
4.2 Mining and Metallurgy

Among the reviewed companies in the mining and metallurgy sector, Kazatomprom
JSC demonstrates the highest environmental disclosure, scoring relatively well across all key
environmental issues (Figure 4). The company achieved a remarkable score in carbon
emissions, reflecting its strong commitment to managing and reducing its carbon footprint.
Moreover, Kazatomprom JSC displays commendable efforts in biodiversity and land use
preservation, as well as water stress management, demonstrating a comprehensive approach to
environmental stewardship.

KAZ Minerals showcases competitive environmental reporting, particularly in carbon

emissions and toxic emissions and waste management. However, the company receives a zero
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score in biodiversity and land use due to not prioritizing this key environmental issue and
disclosing any related information. Nevertheless, Kazatomprom JSC and KAZ Minerals lead
environmental reporting within the mining and metallurgy sector, displaying strong
performance in specific key issues. On the other hand, Kazchrome JSC and Eurasian Resources
Group (ERG) demonstrate lower environmental scores, signaling issues requiring attention and

improvements in their environmental practices and disclosures.

0 |
Eurasian Resources Group KAZ Minerals Kazatomprom JSC Kazchrome JSC
(ERG)

CE "B&LU =WS mTE&W

Figure 4. Key Environmental Issues Scores of the Selected Companies in the Mining and Metallurgy
Sector (Where: CE — Carbon Emissions; B&LU — Biodiversity & Land Use; WS — Water Stress; TE&W — Toxic
Emissions & Waste)

4.2.1 Eurasian Resources Group (ERG)

About the ESG disclosure: The ESG factors have been incorporated into the
company's Sustainability Report. The most recent available report pertains to the year 2021
and is accessible in multiple languages, including English, Kazakh, Russian, and Chinese, with

the English version report is prevailing.
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ESG Disclosure Frameworks or Standards: GRI Standards. However, the report
(ERG 2021) notes that after 2022 it is planned to disclose information following the TCFD

recommendations.

Table 14. Environmental Pillar and Key Issues Scores of Eurasian Resources Group (ERG)

Environmental Pillar Score: 1.2
Climate Change Natural Capital Pollution & Waste
Carbon Emissions (25%) Blodlvers(lgs(;&o Land Use Water Stress (30%) Towals[r;n;ssg/?)s &
Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
3 4 0 1 0 1 0 |

EPS =(3.5x0.25) +(0.5x 0.25) + (0.5x 0.3) + (0.5 x 0.2) = 0.875 + 0.125 + 0.15 +
0.1=1.25

Carbon Emissions: The ERG (2021) provides aggregated information on total direct
(Scope 1) and indirect (Scope 2) GHG emissions. Nevertheless, the disclosure lacks specificity
regarding the breakdown of emissions by gas types or subsidiaries involved. The report lists
projects and initiatives on decarbonization, RES, and energy efficiency but does not mention
the management system or policy governing these specific endeavors.

Biodiversity & Land Use: The company has not identified biodiversity and land use
as essential aspects for consideration. Therefore 0 points for exposure due to the absence of
information. In terms of management, the ERG (2021) highlights that it has the Environmental
Strategy till 2025, which includes: emission reduction, conservation of water resources,
restoration of disturbed lands, waste management, preservation of biodiversity, and
improvement of environmental monitoring efficiency. But besides this statement, there is no
quantitative data or clear description of this strategy.

Water Stress: The report (ERG 2021) lacks pertinent data concerning water
withdrawal, discharge, and consumption. The sole information presented pertains to two
projects at the Aktobe Ferroalloy Plant, focused on water usage optimization. These projects

involve the installation of water meters and the transition from using drinking water to technical
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water for cooling smoke exhausters. Consequently, the company receives a score of 0 for
exposure and a score of 1 for management, attributing to its inclusion of water resource
conservation within its Environmental Strategy.

Toxic Emissions & Waste: The ERG (2021) does not disclose the volume of generated
emissions and waste or how much waste they recycle or dispose of. Within the report (ERG
2021), the company presents several projects and initiatives focused on waste recycling.
However, it lacks a comprehensive and organized management approach to address these
efforts cohesively.

4.2.2 KAZ Minerals

About the ESG disclosure: The sustainability report integrates ESG principles. The
most recent available report is 2021, accessible in Russian and English. From 2011 to 2020,
sustainable development was a chapter in an Annual Report.

ESG Disclosure Frameworks or Standards: GRI Standards. In addition, at the
company’s website (KAZ Minerals 2023), it also discloses information in accordance with the

TCFD recommendations.

Table 15. Environmental Pillar and Key Issues Scores of KAZ Minerals

Environmental Pillar Score: 3.6
Climate Change Natural Capital Pollution & Waste
Carbon Emissions (25%) Blodlversé};(i Land Use Water Stress (30%) To};;\?air:lszség/?)s &
Exposure Mgmt Exposure Mgmt Exposure Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
5 6 0 0 5 4 5 4

EPS=(5.5x0.25)+0+(4.5x0.3)+(4.5x0.2)=1.375+1.35+ 0.9 =3.625

Carbon Emissions: The KAZ Minerals (2022) reports on direct (Scope 1) and indirect
(Scope 2) CO2 emissions, including the following intensity metrics: CO2 per unit of ore
processed, per unit of copper, per unit of million USD of revenue. The KAZ Minerals (2022)
states that within the framework of environmental protection policy, company achieved a

decrease in specific CO2 emissions in recent years. Nevertheless, the report (KAZ Minerals
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2022) does not provide specific data regarding the exact volume or quantity of the emission
reductions. In accordance with TCFD recommendations, the company has identified several
climate-related risks and opportunities, as well as a risk management approach that identifies,
assesses, and prioritizes key risks. The company has set a 6-year target to reduce CO2 emission
intensity by 5% compared to the 2018 base year.

Biodiversity & Land Use: The company's disclosures lacked any substantive
information pertaining to its efforts in biodiversity conservation, the assessment of land use
impacts, the protection of natural habitats, or comprehensive descriptions of the local flora and
fauna (KAZ Minerals 2022). Moreover, no specific details were provided regarding
management practices in these critical areas. Therefore 0 points for exposure and management.

Water Stress: KAZ Minerals (2022) presents information on total water intake,
offering a breakdown based on the source type, encompassing surface sources such as rivers
and public water supplies. Moreover, the company provides data concerning water utilization,
specifically at four discrete mining sites: Aktogay, Bozshakol, Eastern region, and Bozymchak
(KAZ Minerals 2022). The company asserts that all its mining and processing facilities are
strategically situated in proximity to abundant freshwater sources, capable of meeting the
design capacity requirements. Furthermore, it highlights that none of these sites are located
within water-stressed regions, signifying the availability of ample water resources to support
the operations without jeopardizing local water scarcity conditions. Notwithstanding, the
company refrained from disclosing specific details regarding its water management system or
any implemented water-saving practices (KAZ Minerals 2022).

Toxic Emissions & Waste: KAZ Minerals (2022) provides data on waste generation,
specifically measured in thousand tons per thousand tons of copper production, with a detailed
breakdown for four abovementioned distinct mining sites. The company highlights that it is

“generates waste rock from the mining, mainly at the open pit mines at Aktogay, Bozshakol and
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Bozymchak. The generation of waste rock at Aktogay and Bozshakol is not considered to be a
significant stakeholder issue due to the remote locations of the mines, their low strip ratios and
their distances from local communities.” (KAZ Minerals 2022, 11). Notwithstanding, the
company has omitted any reference to the potential impact of waste rock on biodiversity and
land in its disclosures. Regarding waste management practices, the company provides
information concerning its waste management program at the Bozshakol mining site, albeit
without delving extensively into the specifics (KAZ Minerals 2022).

4.2.3 Kazchrome JSC

About the ESG disclosure: ESG considerations are incorporated into the company's
annual reports. The most recent available report pertains to the year 2021, and the reports
spanning the period from 2018 to 2021 are accessible in multiple languages, including Kazakh,
Russian, and English.

ESG Disclosure Frameworks or Standards: The company's disclosures lack any

information pertaining to its adherence to specific ESG frameworks or established standards.

Table 16. Environmental Pillar and Key Issues Scores of Kazchrome JSC

Environmental Pillar Score: 1.7

Climate Change Natural Capital Pollution & Waste
. Biodiversity & Land Use Toxic Emissions &
V) 0,
Carbon Emissions (25%) (25% Water Stress (30%) Waste (20%)
Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
3 2 2 0 3 0 4 0

EPS=(2.5x0.25)+(1x025)+(1.5x0.3)+(2x0.2)=0.625+025+045+04=
1.725

Carbon Emissions: The Kazchrome's reports (2020; 2021) include data on total carbon
dioxide (CO2) and pollutant emissions, categorized into direct (Scope 1) and indirect (Scope
2) emissions. However, the specific types of pollutants are not explicitly specified in the
reports. Within the key risks chapter (Kazchrome 2021), the company identifies risks

associated with the environment and climate change. To address these risks, Kazchrome (2021)
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aims to implement management systems that will undergo certification for ISO 14001 and ISO
50001, and initiate projects focused on renewable energy development and the integration of
carbon footprint assessment practices. Even so, the company's disclosures need a description
of the current system, practices, and policies pertaining to climate change and decarbonization
efforts.

Biodiversity & Land Use: According to Kazchrome (2021) in its operational sites and
facilities: “there are no natural reserves and specially protected natural areas... no unique,
rare or especially valuable species in Karaganda region. Approximately 20 rare, endemic and
relict species listed in the Red Book of Kazakhstan dwell in the Aktobe region but none are
close to Kazchrome's operating assets. Wildlife in areas adjacent to the Pavlodar region live
in groups in open terrain” (Kazchrome 2021, 46). The provided excerpt constitutes a
significant portion of the information offered in the biodiversity section. The company asserts
that the impact of its activities on flora and fauna is deemed acceptable; however, no explicit
references to specific studies or supplemental documentation supporting this claim are
included.

Water Stress: The company presents information on the total fresh water consumption,
including surface and groundwater sources, and discloses the total volume of wastewater
produced (Kazchrome 2021). There is no breakdown by regions or operation activities, as well
as any information on water stress, water management, water saving practices, water policies.
However, the information does not offer any regional or operational activity breakdown.
Furthermore, there is an absence of details pertaining to water stress assessments, water
management practices, water-saving initiatives, and the formulation of water policies within
the company's disclosures.

Toxic Emissions & Waste: The Kazchrome (2021) discloses information regarding the

overall volume of pollutant emissions into the environment emanating from its two
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subdivisions ("RU Kazmarganets" and "Donskoy"). Nevertheless, the company does not
specify the types of these pollutants or provide a total count of all its subdivisions. With regard
to waste, the company provides data on the total amount of generated waste, as well as the
amount transferred to subcontractors responsible for various operations such as collection,
transportation, utilization, and disposal (Kazchrome 2021). Moreover, the company reports on
the amount of waste recycled and disposed of at its industrial site and the overall volume of
buried waste. However, the disclosed information does not encompass any strategies or

practices employed by the company to manage and reduce toxic emissions and waste.

4.2.4 Kazatomprom JSC

About the ESG disclosure: ESG considerations are integrated into the company's
annual reports, which are accessible for the period spanning from 2010 to 2022 in Kazakh,
Russian, and English.

ESG Disclosure Frameworks or Standards: The company has adhered to GRI
Standards since 2011, and for the first time, ESG information passed an independent review in
2020. In addition, the company has developed a Decarbonization Strategy in accordance with
TCFD recommendations and uses SASB’s indicators scorecard for navigation through the

report.

Table 17. Environmental Pillar and Key Issues Scores of Kazatomprom JSC

Environmental Pillar Score: 5.5
Climate Change Natural Capital Pollution & Waste
Carbon Emissions (25%) BIOdwerS(lgyS(iL) Land Use Water Stress (30%) To&air;nszssg/zl)s &
Exposure Mgmt Exposure Mgmt Exposure | Mgmt Exposure Mgmt
Score Score Score Score Score Score Score Score
8 8 4 6 5 5 3 5

EPS=(8x0.25)+(5x025+(5x03)+(4x02)=2+125+15+0.8=5.55
Carbon Emissions: Kazatomprom (2022) discloses information on direct (Scope 1)
and indirect (both Scope 2 and 3) GHG emissions by three main activities: mining and

processing of uranium, nuclear fuel cycle and metallurgy, and ancillary activities. In Scope 3,
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company includes emissions from goods and materials, and transportation. It is noteworthy that
until 2021, the company did not calculate GHG Scope 2 and Scope 3 emissions. In 2021, the
company developed a Decarbonization Strategy, which envisages achieving carbon neutrality
by 2060. Within this strategy, the company has delineated three principal development
scenarios: a pessimistic, realistic, and optimistic scenario, each complemented by target
indicators in the short, medium, and long term (Kazatomprom 2022).

Biodiversity & Land Use: The report (Kazatomprom 2022) states that the company
has no direct material impact on biodiversity, nature reserves, and other specially protected
lands located on the territory of or bordering the company’s uranium deposits. Furthermore,
the company's operations do not present any significant risks to the animal and plant species
listed in the IUCN's endangered red list. The report (Kazatomprom 2022) highlights that the
company consistently implements measures to restore lands that have been disrupted due to
mining activities, specifically through recultivation efforts. It also outlines an action plan for
2023 and the medium term. However, the report (Kazatomprom 2022) lacks comprehensive
information concerning policies, procedures, and management practices in this particular
sphere.

Water Stress: The company provides the total amount of water withdrawn by source
type (surface water, groundwater, municipal and other water supply systems), as well as the
total wastewater discharges. Kazatomprom (2022) notes that in some regions, it provides the
local population and industry with a water supply. However, the company has not specified
these regions, nor has it explicitly indicated the regions experiencing water-stress conditions.
Notably, the report lacks crucial information concerning water management practices and
strategies for risk mitigation.

Toxic Emissions & Waste: The company identified the main types of waste but did not

provide information on their volume, except for solid low-level radioactive waste and its
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contribution to the total volume of radioactive waste. Regarding waste management,
Kazatomprom cooperates with specialized organizations that carry out operations for
collecting, recovering, or disposing of low-level radioactive, solid, and industrial waste. As per
the company's plans for the year 2023, one of the objectives involves the development of a
Radioactive Waste Management Strategy, and within the framework of Zero Waste
Programme, company plans to “develop proposals on the introduction of technologies for
processing and recycling production and consumption waste, and to develop science-based

regulatory documents in the field of waste management.” (Kazatomprom 2022, 80).
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5. Conclusion

This thesis investigated the environmental reporting practices of Kazakhstani
companies in the resources extraction industry through the lens of ESG disclosures. The
analysis of nine companies from the oil and gas, mining and metallurgy sectors sheds light on
their adherence to global ESG standards and frameworks.

The findings reveal that six out of the nine companies reviewed demonstrated adherence
to GRI standards, while three companies did not explicitly specify their alignment with any
particular ESG frameworks. Notably, some companies currently adhering to GRI standards
expressed their intention to incorporate climate-related reporting following TCFD
recommendations, indicating a potential shift towards greater alignment with TCFD standards
in the future. This shift raises interesting research prospects to explore the underlying
motivations for companies' preference for particular standards.

However, the thesis also identified some limitations in the research process, particularly
related to data availability and transparency. Two companies, Kazakhmys Copper and JSC
National Mining Company Tau-Ken Samruk, featured in the Top-50 ESG disclosure rating by
PwC, failed to provide publicly available ESG-related information despite requests for access.
This lack of transparency poses challenges to conducting comprehensive analyses and can
hinder trust-building efforts among local communities and stakeholders.

The comparison between the oil and gas sector and the mining and metallurgy sector
regarding environmental reporting reveals a notable performance difference. Companies in the
oil and gas sector demonstrated better environmental reporting, with relatively higher scores
across most key environmental issues. Conversely, the mining and metallurgy sector exhibited
comparatively lower environmental reporting scores, suggesting potential areas for

improvement and further attention to key environmental issues.
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In addition to the above-mentioned findings, it is evident from the analysis that
companies in the resources extraction industry do not have a complete understanding of
Science-Based Targets (SBTi). SBTi is an essential aspect of climate-related reporting and
involves setting emission reduction targets in line with the scientific imperative to limit global
warming to well below 2 degrees Celsius above pre-industrial levels, as per the Paris
Agreement.

However, among the reviewed companies, QazaqGaz JSC and KAZ Minerals stand out
as the closest to forming Science-Based Targets. QazaqGaz JSC has demonstrated its
commitment to supporting Kazakhstan's obligations under the Paris Agreement by setting an
ambitious long-term goal of reducing greenhouse gas emissions by 10-12% by 2030 and
achieving complete carbon neutrality by 2060, using 2023 as the base year. This indicates their
willingness to align their emission reduction targets with the scientific consensus for mitigating
climate change.

Similarly, KAZ Minerals has set a specific target to reduce CO2 emission intensity by
5% over six years compared to the 2018 base year. This commitment suggests a step towards
incorporating science-based approaches in their climate-related actions.

However, it is essential to note that despite these efforts, there is still room for
improvement and a deeper understanding of SBTi among the reviewed companies. Achieving
science-based targets requires a comprehensive understanding of the emissions pathways and
reduction trajectories required to align with climate goals. As such, companies in the resources
extraction industry could benefit from further exploring and embracing SBTi principles to
ensure their emission reduction goals are scientifically robust and in line with global climate
ambitions.

Final significant observation is that Kazakhstani companies do not currently report on

Scope 2 and Scope 3 emissions. This is due to the absence of mandatory requirements for such

54



CEU eTD Collection

reporting in the current Kazakhstani legislation. The limited scope of environmental reporting
undermines the comprehensive assessment of a company's overall environmental impact and
carbon footprint.

Not reporting on Scope 2 and Scope 3 emissions can lead to a distorted representation
of a company's environmental performance. These indirect emissions, which arise from
electricity consumption and other activities in the value chain, can be significant contributors
to a company's overall carbon footprint. Ignoring such emissions in reporting could result in
an incomplete understanding of the company's environmental impact, hindering stakeholders
from making informed decisions and assessments about the company's sustainability practices.

Furthermore, not reporting on Scope 2 and Scope 3 emissions may prevent companies
from fully understanding their supply chain's environmental impacts. Supply chains play a
crucial role in influencing a company's overall carbon footprint, and addressing emissions in
the value chain can lead to substantial emission reduction opportunities. By neglecting this
aspect in reporting, companies may miss opportunities to implement more effective
sustainability strategies and fail to identify potential risks related to their suppliers' emissions.

It is essential for Kazakhstani government to consider updating their legislation to
mandate the reporting of Scope 2 and Scope 3 emissions. Such a step would encourage
companies to adopt more comprehensive environmental reporting practices and enable
stakeholders to make more informed decisions based on accurate and complete data. In
conclusion, the continuous improvement of environmental reporting practices and legislation
will play a vital role in driving sustainable development and responsible business practices in

Kazakhstan's resources extraction industry.
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