“Defining the ‘E’ of ESG” reporting
The Oil & Gas Authority (“OGA”), through its tripartite approach, works closely with industry,
government and the investor community, including on matters relating to the UK’s net zero target.
The revised OGA Strategy (submitted for laying before the UK Parliament on December 16 2020 and
approved in February 2021) which reflects the ongoing global energy transition, includes a
requirement for operators and licensees to Maximise the value of Economically Recoverable oil and
gas from UK resources (“MER UK”) and in doing so take appropriate steps to assist the Secretary of
State in meeting the UK’s Net Zero target. The Strategy is clear that operators and licensees should
develop and maintain good and proper Environmental, Social and Governance (“ESG”) practices in
their plans and daily operations. In doing so, they will also meet investor requirements.
Over the last few years through its investor engagement, the OGA has seen first-hand the increase in
importance of ESG to the investor community. Providers of finance in its various forms are increasingly
focused on the non-financial performance of organisations, requiring a more comprehensive view of
a company’s performance and development. As the demand for socially responsible investing and
lending grows, sustainability matters and ESG performance will be a key element in the decision to
continue support for the oil & gas industry. Therefore, it is in the interest of the UKCS and firms
operating within the basin to be transparent in their reporting of non-financial performance and
development.
The OGA’s investor finance team has further discussed ESG matters with industry operators, spoken
to many investor stakeholders (including over 20 banks and 10 law firms) and has engaged with bodies
such as the: PRA, FRC, FCA, ICAS, IFRS and IASBi.
Against this backdrop, the UK Government further announced (November 2020) that the UK expects
to mandate ESG disclosures (aligned to the TCFD framework) across non-financial and financial sectors
of the UK economy by 2025, with a significant portion of mandatory requirements in place by 2023.
The OGA fully intends to support and assist industry as it wades through the complex array of ESG
standards, principles and guidance, and to work with OGUK and Brindex to ensure appropriate
compliance with, or application of, the appropriate ESG framework in relation to UK operations.
After repeated calls from the investor community to define a set of common standards, the OGA
convened and led a taskforce looking at ESG during the latter half of 2020, (the “Taskforce”). The
purpose was to canvass the views of industry and the investment community to better understand
the investor and industry viewpoint with regards to climate related reporting, in the short, medium
and longer term, in order to collate views as to what constitutes a fair and achievable minimum
framework of set of climate metrics and disclosures that are manageable, repeatable, comparable and
work for both UKCS licensees and investors. It should be noted that the ‘S’ and ‘G’ aspects of ESG are
discussed as part of the OGA’s Governance Guidance, due to be published [summer 2021].
The objectives of the Taskforce were to create a highly agile cross-industry discussion group drawing
on experience and expertise, to explore and identify out of guidance such as TCFD, a small set of ESG
metrics that are of key importance to lenders and investors and which can easily be reported on by all
operators in the UKCS.

The Taskforce was represented by four providers of capital; including debt, equity and private capital
providers, three users of capital inclusive of the chair of BRINDEX, two law firms and one trade
association for the UK oil and gas sector (details of representatives below).
The cross industry taskforce concluded in January 2021 and is now publishing its recommendations
on what constitutes optimal UKCS ESG disclosure and reporting. The OGA is now working with the
sector to ensure that key climate-related information will be included, alongside other key metrics, in
oil and gas operators and licensees’ UK financial reports.
The recommendations outlined below are not intended to create any regulatory or mandatory burden
and are not a substitute for any regulation or law, nor do they represent advice. The OGA expects
voluntary buy-in, mindful of investor expectations around attracting capital in the future and
mandatory TCFD compliance by 2025.
These recommendations will be kept under regular review and may be amended as appropriate in the
light of further developing best practice and mandatory requirements, and any change to the OGA’s
powers and responsibilities.
Next steps and timeline to enhanced disclosure
Look out for OGA - OGUK and OGA - Brindex workshops and teach-in sessions to be set up over the
course of Q1 21.
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Recommendations of OGA ESG Taskforce
The OGA recognise that many global operators already have such measures in place and fully intends
the outputs of the taskforce to support and assist wider adoption and integration of ESG reporting by
the industry. This will be done through continued work with trade associations and other groups such
as OGUK and BRINDEX to ensure appropriate compliance with, or application of, the appropriate ESG
framework in relation to UK operations. The taskforce will maintain momentum through working
groups and teaching sessions where needed to help industry adapt to the growing ESG reporting
landscape.
The Taskforce recommends operators and licensees align to a common minimum standard of
reporting, using the key metrics identified by the Taskforce and detailed in Table 1 below. It has
concluded that operators and licensees should take the next 12 months to debate and discuss best
practices of how to report against these metrics, rather than expecting imminent compliance, and
should work to be ready to report in Q1 2022 alongside the publication of their 2021 full year audited
financial reports. The Taskforce believes these recommendations provide a signal and signpost to
which operators and licensees should respond.
The taskforce has agreed upon seven quantitative (see Table 1 and 2 below) and four qualitative
metrics, grouped as Tier 1, short term metrics which should be the focus for 2021. An additional five
metrics were agreed as Tier 2 and Tier 3 metrics, which we expect to rise in importance over the
medium to long term. These metrics should be viewed as a starting point but by no means an end
point. (Tiers 1-3 described in Table 2 below).
The taskforce agreed the following general, overarching expectations:
•
•
•
•
•
•

We expect operators and licensees to disclose climate-related data in their financial reports,
and/or on their websites;
We expect industry to work towards being leaders not laggards – reduce risk/go first;
We expect industry to be mindful of the data gap and we will encourage and ensure better
transparency;
We expect that disclosure should both be quantitative and qualitative with signalled
improvements over time;
We expect senior leadership teams to adopt these metrics, drive their businesses to gather
accurate data to deliver robust reporting against these metrics;
Companies may choose to set science-based targets to understand the alignment of oil, gas
and integrated energy company emissions reduction targets with the level of transformation
required to meet the goals of the Paris Agreement

Table 1
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PRA – Prudential Regulation Authority (of the Bank of England)
FRC – Financial Reporting Council
FCA – Financial Conduct Authority
ICAS – Institute of Chartered Accountants Scotland
IFRS - International Financial Reporting Standards Foundation
IASB - International Accounting Standards Board

