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|. Introduction

GRI Sector Standard: Oil and Gas, which is part of the GRI Sustainability Reporting Standards (GRI

Standards), applies to any organization that undertakes activities in the oil and gas sector. It helps an
organization in the sector identify and report on its most significant impacts and assists information

users in examining and appraising the organization’s reporting.

1.1. Purpose of the GRI Sector Standards

The GRI Sector Standards (Sector Standards) are intended to help organizations prepare and report
information on their material topics, enhancing transparency and accountability as well as supporting
decision-making.

Through their activities and business relationships, organizations impact the economy, environment,
and people, and in turn make negative and positive contributions to sustainable development. Material
topics are those that reflect the organization’s most significant impacts on the economy, environment,
and people, including human rights.

The topics an organization identifies as material may vary according to specific circumstances, such as
its business model; sector; geographic, cultural, and legal operating contexts; ownership structure; and
the nature of its impacts.

Sector Standards provide information on the likely material topics for an organization in a given
sector. These topics have been identified through a transparent, multi-stakeholder process,' and are
based on available authoritative instruments and other relevant references. They need to be
considered for reporting by an organization in that sector.

If an organization identifies a topic in an applicable Sector Standard as material, the Sector Standard
also helps it determine what to report for that topic.

1.2. GRI Standards

The GRI Standards enable an organization to publicly disclose its most significant impacts and how it
manages these impacts. The GRI Standards consist of three sets of Standards: Universal Standards,
Sector Standards, and Topic Standards (Figure I).

Note: All references to the GRI Universal Standards in this document are to the exposure drafts
made available for public comment as part of the review of GRI’s Universal Standards.

' The development of Sector Standards is overseen by the Global Sustainability Standards Board and governed
by the formally defined Due Process Protocol.
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Figure I. GRI Standards: Universal, Sector, and Topic Standards

| GRI Standards

Universal Standards Sector Standards Topic Standards
Information about
101 how to use the . .
GRI Standards .
Disclosures about . . .
the reporting
organization .
To identify and report . -
103 general information
on the organization's . .
material topics

102

Apply all three Universal Use the Sector Standard that Select Topic Standards to
Standards to your reporting applies to your organization to report specific information on
identify topics that are likely to be your material topics

material for your sector

For more information on how to use the GRI Standards system, see GRI 101: Using the GRI Standards.

1.3. Organizations this Standard applies to

GRI Sector Standard: Oil and Gas applies to organizations undertaking the following activities:

Exploration and production of onshore and offshore oil and gas, including by integrated oil and gas
companies.

Supply of equipment and services to oil fields and offshore platforms, such as drilling, exploration,
seismic information services and platform construction, including by owners and contractors of
drilling rigs.

Storage and transportation of oil and gas, such as that conducted by midstream natural gas
companies, pipeline operators, and oil and gas shipping.

Manufacturing and marketing of oil and gas products, such as refined petroleum products and
consumable fuels.

This Standard can be used by oil and gas organizations of any size or type in any geographic location.

1.4. Overview of this Standard

The next section, Section 1.5, sets out how this Standard is used. The rest of the Standard is
structured as follows:

Section 2 provides an overview of the sector, including its activities, types of business
relationships, and context.
A
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e Section 3 describes sector topics, which are topics that have been identified as likely material for
an organization in the oil and gas sector and therefore potentially merit inclusion in its reporting.

e Each sector topic description in Section 3 contains a ‘What to report’ section that lists disclosures
identified for reporting on the topic by an organization in the oil and gas sector. This section
specifies appropriate disclosures from the GRI Topic Standards and, where relevant, includes
additional appropriate disclosures and sector-specific guidance. It also lists resources that can
assist an organization with reporting.

1.5. Using this Standard

Identifying material topics

An organization reporting in accordance with the GRI Standards is required to identify its material
topics. Material topics are the topics an organization has prioritized to report on because they reflect
its most significant impacts on the economy, environment, and people, including impacts on human
rights. GRI [03: Material Topics includes guidance for identifying material topics.

Section 3 of this Sector Standard outlines topics that are likely material for an organization in the oil
and gas sector based on the sector’s most significant impacts.

GRI 101: Using the GRI Standards requires that when identifying its material topics, an organization use
the Sector Standard(s) that apply to its sector(s) where available. As such, an organization in the oil
and gas sector needs to review each topic described in this Standard and determine whether it is
material for it to report on. The organization may need to use more than one Sector Standard,
depending on its activities.

Using this Standard is not intended to substitute the organization’s own process for identifying material
topics. Not all topics listed in this Standard may be material for all organizations in the oil and gas sector,
and other topics may be material that are not listed in this Standard. An organization is therefore still
required to identify material topics according to its unique circumstances.

Sustainability context

Sections 2 and 3 include contextual information for the sector, including highlighting authoritative
measures of sustainable development, referencing broader sustainable development conditions and
goals set out in recognized sector-specific or global instruments, and describing expectations of
responsible business conduct and transparency. This will assist an organization to report on its
impacts in the wider context of sustainable development.

|dentifying what to report

GRI 101: Using the GRI Standards requires the organization to report appropriate disclosures from the
corresponding GRI Topic Standard for each material topic. If a material topic is not covered by a
Topic Standard or the Topic Standard does not provide appropriate disclosures for the organization’s
impacts for a material topic, the organization should report appropriate disclosures from other
sources.

The Sector Standard lists disclosures from the Topic Standards and other sources that have been
identified as appropriate for reporting on each sector topic.

GRI Sector Standard: Oil and Gas Page 6 of 87
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If a sector topic is not covered by the Topic Standards or if the disclosures in the Topic Standards do
not sufficiently capture the impacts associated with the sector for that topic, additional disclosures
and/or guidance are also listed.

If the organization determines that some disclosures listed for a sector topic do not adequately
capture the impacts it has identified for a material topic, it does not need to report them. It only
needs to report those disclosures that adequately capture its impacts.

Along with any appropriate disclosures, the organization is required to report how it manages each
material topic and related impacts using GRI 103: Material Topics.

Figure 2 illustrates how the ‘What to report’ sections are structured.

Including the Sector Standard in a GRI Content Index

An organization reporting in accordance with the GRI Standards is required to publish a GRI Content
Index using the template set out in GRI 101: Using the GRI Standards. As part of this content index, the
organization is required to list the Sector Standard(s) it has used when identifying its material topics.

For more information on the elements an organization should include in the GRI Content Index, see
Appendix | in GRI 101: Using the GRI Standards.

Figure 2. Content overview of ‘What to report’ section included in each sector topic

An organization is required to report how it WHAT TO REPORT

manages each material topic and related R . . . L .
) ‘i in GRI 103: Mpr ial Tobi If an organization in the oil and gas sector has identified closure and decommissioning as a material
'mPGC S using g 0 oparcs‘ topic, this section helps it determine what to report on this topic.
This requirement is specified in each ‘What
% g

to report’ section. The organization is required to report on this topic and how it is managed using GRI 103: Material

Topics.
Disclosures from the corresponding GRI % 2. The following disclosures from the GRI Topic Standards have been identified as appropriate to
Topic Standard/s are listed. For sector report on this topic:

topl_cs that deviate from the scope of a a. GRI 402: Labor/Management Relations 2016
Topic Standard, disclosures from other

Topic Standards that have been identified - Disclosure 402-1 Minimum notice periods regarding operational changes
as appropriate are listed, When reporting on minimum notice periods regarding operational changes, the organization should
= describe its worker consultation practices in advance of significant operational changes.

b. GRI 404: Training and Education 2016

The text highlighted in gray provides - Disclosure 404-2 Programs for upgrading employee skills and transition assistance programs

additional sector-specific guidance o —% When reperting on programs for upgrading employee skills and transition assistance programs, the
rec:;‘mn;endamon& Wg;h;h?u? bedre[;orted. organization should describe labor transition plans in place to help workers manage the transition to
for disclosures from T SRR post-closure phase of operations (which can include re-deployment, assistance with re-employment,

r I and redundancy).

An organization should report any additional % 3. The following additional disclosures have also been identified as appropriate and should be
disclosures identified as appropriate. These reported on this topic:

disclosures, together with any appropriate
disclosures from GRI Topic Standards, help
an organization report on the impacts
assaciated with the sector for the topic.

- Alist of the active fields or facilities with decommissioning plans, fields and facilities that have
been decommissioned, and those fields and facilities in the process of being decommissioned.
The organization can also provide a breakdown of these by onshore and offshore locations.

— - Total amount of financial provisions made by the organization for decommissioning and
closure, as well as post-decommissioning and closure monitoring and aftercare for their fields
and facilities.

Available resources that can assist an
organization report on the topic are also % 4. The following resources may help organizations in the oil and gas sector report on this topic:
listed.

- International Assaciation of Qil and Gas Producers (IOGF), Overview of International Offshore
Decommissioning Regulations — Volume |: Facilities IOGP Report 584, 2017.

- Internatienal Association of Qil and Gas Producers (IOGP), Overview of International Offshore
Decommissioning Regulations — Volume 2: Wells Plugging & Abandonment IOGP Report 585, 2017.
- International Association of Qil and Gas Producers (IOGP), Decommissioning of offshore

concrete gravity-based structures (CGBS) in the OSPAR maritime area/other global regions IOGP
Report 484, 2018.
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2. Sector description

The oil and gas sector is a large, global industry producing energy and raw materials for products, such
as specialty chemicals, polymers, and petrochemicals. In addition to impacts related to the activities
described below, significant impacts are associated with the use of oil and gas products, the
combustion of which generates air emissions, including greenhouse gases (GHG). GHG emissions, in
turn, are the main contributor to climate change. Along with end users, organizations extracting these
products are increasingly expected to take responsibility for product use emissions from combustion
and to disclose GHG emissions that occur from the use of its products (Scope 3 emissions).

2.1. Oil and gas sector activities

The following describes upstream and downstream oil and gas activities and related project lifecycle
phases.

Exploration: Surveying of resources, which can include aerial surveys, seismic testing, and exploratory
drilling.

Development: Design, planning, and construction of oil and gas fields, including processing and
worker facilities.

Production: Production of oil and gas from reservoirs offshore or onshore, and separation of fluids
through processing.

Mining oil sands: Extraction of bitumen from oil sands using surface mining or in-situ techniques.

Decommissioning and rehabilitation: Dismantling, removal, disposal, or modification of a physical
asset and site rehabilitation.

Refining: Refining of oil into petroleum products for use as fuels and as feedstocks for chemicals.

Processing: Processing of gas into pipe-quality natural gas and natural gas liquids, including removing
hydrocarbons and fluids.

Transport: Marine and land transportation of oil and gas products.

Storage and pipelines: Distribution and storage of oil and gas in tanks and marine vessels and
distribution via marine and land-based pipelines.

Sales and marketing: Trading and customer sales of products, for example, transport fuels, gas for
retail use, and inputs into lubricants, plastics, and chemicals manufacturing.

BUSINESS RELATIONSHIPS

In the GRI Standards, impact refers to the effect an organization has or could have on the economy,
environment, or people, including on human rights, as a result of its activities or business relationships.
When identifying its material topics and related impacts, the organization should consider the impacts
of additional entities with which it has business relationships. See GRI [03: Material Topics for more
information.

The following business relationships are of particular relevance for the oil and gas sector:

Joint ventures: these are common arrangements, particularly in upstream oil and gas operations.
Within a joint venture, companies share the costs, benefits, and liabilities of assets or a project. An

GRI Sector Standard: Oil and Gas Page 8 of 87
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organization can be involved with negative impacts as a result of a joint venture, even if it is 2 non-
operating partner.

State-owned enterprises (SOEs): these are prevalent in the oil and gas sector. They often represent
the largest producers of the commodities and hold ownership of the majority of reserves. SOEs often
have specific governance challenges, which are addressed in the section Transparency and governance.

Suppliers and contractors: these are used, often in large number, by oil and gas organizations during
certain phases of the project, such as drilling or construction, or to provide services. Some of the
most significant impacts related to the topics in this Sector Standard occur mainly through the supply
chain.

2.2. Sector context

The oil and gas sector currently plays an important role in meeting society’s need for energy and raw
materials. The sector’s activities are associated with extensive infrastructure development, project
lifecycles lasting several decades, and immobile production, which can result in various and long-lasting
impacts on the environment and people. Presently, extraction of oil and gas also generates critical
revenue streams for governments that can contribute to local and national economic development,
along with job creation, investments, and local skills and business development. At the same time, the
large revenues derived from the sector can contribute to corruption and mismanagement of resources.
Economies dependent on these finite resources can also be vulnerable to commodity price and
production fluctuations.

The sector’s main business model has historically been based on the production of energy, which is an
essential driver of sustainable development. The world’s energy systems have thus far relied on fossil
fuels, such as oil and gas, to generate electricity and to fuel global economic development. With world
population and economies growing, the demand for energy and electricity is burgeoning. At present,
more than one in ten people globally still lack access to electricity,? highlighting the need for modern
energy that everyone can afford and depend on. However, extracting and burning oil and gas releases
greenhouse gases, which are the largest single contributor to climate change.

Almost every country in the world has committed to combating climate change, as outlined in the
2015 Paris Agreement. Leading scientists warn in the Intergovernmental Panel on Climate Change
(IPCC) special report Global Warming of 1.5°C that continuing on a ‘business-as-usual’ basis to
consume and produce fossil fuels, including existing and future reserves, could result in dangerous
global temperature increases and magnified risks of extreme weather and climate events. Further
reports show that with current commitments, the world is heading toward a 3.2°C rise in
temperature by 2100.3

Combating climate change and avoiding dangerous temperature increases will require the global
energy system to transition to low-carbon economies. Actions taken by high-emitting sectors, such as
oil and gas, are essential to this transition. This can include making business model changes, investing

2 World Bank Group, Access to Electricity, data.worldbank.org/indicator/EG.ELC.ACCS.ZS, accessed on 3| May
2020.

3 United Nations Environment Programme (UNEP), Emissions Gap Report 2019, 2019,
wedocs.unep.org/bitstream/handle/20.500.1 1822/30797/EGR2019.pdf?’sequence=| &isAllowed=y.
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in renewable energy resources, prioritizing energy-efficient practices, and developing and adopting
new technologies and nature-based solutions to remove carbon from the atmosphere.*

As laid out by the Paris Agreement, organizations and governments must work together to ensure a
just transition. This entails accommodating countries’ differing capabilities to respond to and mitigate
impacts and ensuring equitable access to sustainable development, while contributing to poverty
eradication and creating quality jobs for people affected by the transition.>

The oil and gas sector activities can support a number of United Nations Sustainable Development
Goals (SDGs), either through their positive contributions or by preventing or mitigating negative
impacts. Figure 3 presents linkages between the sector’s high-level impacts and the SDGs.

* Organisation for Economic Co-operation and Development (OECD) and International Energy Agency (IEA),
OECD Green Growth Studies: Energy, 201 1, oecd.org/greengrowth/greening-energy/49157219.pdf.

5 United Nations Framework Convention on Climate Change (UNFCCC), Paris Agreement, 2015,
unfccc.int/files/essential_background/convention/application/pdf/english_paris_agreement.pdf.
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Figure 3. The oil and gas sector and the Sustainable Development Goals

Climate change and energy
Extracting, refining, and burning oil and gas
products release GHGs, and constitute the primary
contributor to anthropogenic climate change.
Climate change has been found to cause extreme
weather events, rising sea levels, changes in quantity
and quality of water resources, ocean acidification
and rising sea temperatures, accelerating
biodiversity loss and ecosystem change, poorer air
quality, and higher frequency of forest fires. Climate
change also threatens lives, livelihoods, health, and
the homes of millions of people, and can
exacerbate other challenges, such as achieving
access to clean water, food security, and poverty
reduction. As a consequence, a low-carbon
transition is essential while ensuring access to
affordable, reliable, sustainable, and modern energy
for economic growth, employment, education,
poverty reduction, and health.

Environment and biodiversity
The oil and gas sector can have significant
impacts on the environment and on
biodiversity. Affecting the atmosphere, soil, as
well as freshwater, marine, and terrestrial
environments, these impacts vary according to
location, lifespan of a project, size of activity,
and technology used. Environmental impacts
can also have repercussions on human health
and well-being, such as through emissions or
waste streams, or affect the availability of
resources essential to local communities, such
as water.

Transparency and governance

Communities

Employment ®

-
Health and safety

Activities associated with the oil and gas sector
often involve hazardous, flammable, and
explosive materials, complex industrial processes
and large machinery, long working hours in
remote locations or confined spaces, and
extensive transportation routes, exposing
workers and local communities to incidents that
can cause widespread damage.
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Employment

The oil and gas sector offers many employment
opportunities across the value chain, as
significant phases of operations rely on the
contributions of employees and suppliers. At
the same time, complex supply chains, remote
working environments, and increasing use of
contract labor make the sector vulnerable to
labor-related issues that can violate fundamental
principles and rights at work.
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Communities

Oil and gas activities can yield economic and
social development for nations, regions, and
local communities, but can also expose
communities to negative impacts that can
compromise livelihoods and affect their health,
safety, and well-being. The consequences of
these impacts are often felt more severely by
vulnerable groups, including indigenous peoples,
women, and children.
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Transparency and governance
Oil and gas revenues can be used to fuel
economic development by funding social
expenditure, such as on health and education.
Although many public organizations in the
sector are subject to extensive disclosure
demands, lack of transparency over payments,
ownership structures, competition practices,
and lobbying activities is of growing public
concern and can have widespread impacts on
sustainable development
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3. Sector topics

3.1. Overview of likely material topics

The following topics have been identified as likely material for organizations in the oil and gas sector.
The topics are grouped by theme and elaborated on in Section 3.2.

Climate change

Greenhouse gas (GHG) emissions

Greenhouse gas (GHG) emissions comprise air emissions that contribute to climate change, such
as carbon dioxide and methane. This topic covers direct and indirect GHG emissions (Scope |
and Scope 2) as well as emissions related to construction activities, transportation, processing and
refining, and end use of products (Scope 3).

Climate resilience and transition

Climate resilience refers to how organizations are adapting to current and anticipated future
climate risks and hazards. This topic also covers approaches and actions organizations can take
toward a just transition to low-carbon economies.

Environment and biodiversity

Air emissions

Air emissions are pollutants that can have adverse impacts on ecosystems, air quality, agriculture,
and human and animal health. This topic covers impacts from such pollutants, including sulfur
dioxides, nitrogen oxides, particulate matter, volatile organic compounds, carbon monoxide, and
heavy metals, such as lead, mercury, and cadmium.

Biodiversity
Biodiversity has intrinsic value, and is closely connected to climate, human health and well-being,

and economic prosperity. This topic covers impacts on biodiversity, including on plant and animal
species, genetic diversity, and ecosystems.

Waste

Waste refers to anything that a holder discards, intends to discard, or is required to discard.
When inadequately managed, waste can have significant negative impacts on the environment and
human health, often extending beyond locations where waste is generated and discarded. This
topic covers impacts from waste, including as a result of construction and remediation activities
from active and inactive sites.

Water and effluents

The amount of water withdrawn and consumed by an organization and the quality of its discharges
can impact the functioning of an ecosystem and have economic and social consequences for local
communities and indigenous peoples. This topic covers impacts on freshwater — including
groundwater, surface water, and seawater.

Closure and decommissioning

At the end of commercial use, organizations are expected to decommission assets and facilities
and rehabilitate operational sites. The planning and execution of this phase is expected to take
environmental as well as socioeconomic consequences into consideration. This topic covers
impacts from closure and decommissioning on the environment, local communities, and workers.
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Health and safety

Asset integrity and process safety

Asset integrity and process safety deal with prevention and control of events and incidents that
can result in, for example, toxic effects, loss of containment, fires, or explosion. These, in turn,
can lead to casualties or major injuries, property damage, production decrease, and environmental
impacts. This topic covers impacts from such events and incidents on local communities and
workers.

Occupational health and safety

Occupational health and safety include prevention of physical and mental harm and promotion of
workers’ health. This topic covers impacts related to workers’ health and safety, including
workers who are not employees.

Employment

Employment practices

Employment practices refer to an organization’s approach to job creation, recruitment, retention,
training, and development, as well as the working conditions set for its workers and suppliers.
This topic covers impacts on workers as a result of employment practices.

Diversity and non-discrimination

Freedom from discrimination is a fundamental labor right. Discrimination can impose unequal
burdens on or deny benefits to individuals instead of treating them fairly and on the basis of
individual merit. This topic covers impacts from discrimination and an organization’s practices
related to diversity and inclusion.

Forced labor and modern slavery

Freedom from forced labor is a fundamental labor right. This topic covers concepts such as forced
or compulsory labor, debt bondage, forced marriage, slavery and slavery-like practices, and human
trafficking.

Freedom of association and collective bargaining

Freedom of association and collective bargaining are fundamental labor rights. They include the
rights of employers and workers to form, join, and run their own organizations without prior
authorization or interference, as well as to collectively negotiate working conditions and terms of
employment. This topic covers impacts resulting from interference with freedom of association
and collective bargaining.

Communities

Economic impacts

Organizations’ activities can have direct impacts on the economic conditions of its stakeholders
and on economic systems through, for example, revenues and other payments, local hiring, and
local procurement. Indirect impacts can influence a community’s well-being and long-term
development through, for example, infrastructure investments and services supported. This topic
covers economic impacts at local, national, and global levels.

Local community impacts

Local communities can comprise a range of persons, from those living adjacent to an
organization's activities to those at a distance who are still likely to be affected by them. This topic
covers socioeconomic, cultural, and environmental impacts on local communities.

Land use and resettlement

GRI Sector Standard: Oil and Gas Page 13 of 87



270
271
272
273

274
275
276
277

278
279
280
28|

282

283
284
285
286

287
288
289
290

291
292
293
294
295

296
297
298
299
300

The extensive land use required by oil and gas activities can affect a community’s rights by
restricting its access to that land and lead to involuntary resettlement of communities and
individuals using the land. This topic covers impacts on local communities as a result of land use
and resettlement.

Rights of indigenous peoples

Indigenous peoples often have distinct customary cultural, economic, social, and political
institutions, or lack economic resources, which renders them vulnerable to impacts caused by
large-scale development projects. This topic covers impacts on the rights of indigenous peoples.

Conflict and security

An organization’s use of security personnel to safeguard its workers and operations can pose risks
to the human rights of local communities. This topic covers impacts related to operating in areas
of conflict and the conduct of security personnel toward third parties, such as local communities.

Transparency and governance

Anti-competitive behavior

Anti-competitive behavior and anti-trust practices can result in collusion with potential
competitors, with the purpose of limiting the effects of market competition. This topic covers
impacts as a result of such practices.

Anti-corruption

Corruption refers to corrupt practices, such as bribery, facilitation payments, fraud, extortion,
collusion, and money laundering. It can also include self-dealing, influence peddling, and conflicts of
interest. This topic covers impacts as a result of such practices.

Payments to governments

Payments to governments include paid taxes; production rights; royalties; signature, discovery, and
production bonuses; commodity trading activities; and other payments. Lack of transparency
about such payments can contribute to inefficient management of public funds, illicit financial flows,
and corruption. This topic covers impacts related to lack of transparency on these payments.

Public policy and lobbying

An organization’s participation in public policy development can include activities, such as lobbying
and, directly or through an intermediary organization, making financial or in-kind contributions to
political parties, politicians, or causes. This topic covers impacts related to public policy
development and lobbying activities.
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3.2. Topic descriptions and what to report

The following section describes the most significant impacts related to the likely material topics for
the oil and gas sector across upstream and downstream activities. An organization in the oil and gas
sector needs to review each topic described in this section and determine whether it is material for it
to report on. This section also assists the organization in determining what to report for each of these
topics.

CLIMATE CHANGE

GHG emissions

Oil and gas are responsible for a large portion of two of the most significant greenhouse gas (GHG)
emissions causing climate change: carbon dioxide (CO,) and methane (CH4). CO;and CHj4constitute
over 90% of global GHG emissions. The sector’s activities and product use makes up roughly half of
the global CO; emissions and close to a quarter of CH4 emissions caused by human activities.6 Recent
measurements show a high degree of uncertainty in estimates of global CH4 emissions from oil and gas
activities, which has a significantly higher global warming potential than CO..

Other greenhouse gases from oil and gas activities include ethane (C;Hg), nitrous oxide (N,O),
hydrofluorocarbons (HCFs), perfluorocarbons (PFCs), sulfur hexafluoride (SF¢), and nitrogen
trifluoride (NF3).

Scope | and 2 emissions

Oil and gas activities consume significant amounts of energy. Unless powered by renewable energy
sources, these activities generate GHG emissions, which are classified as direct (Scope 1) GHG
emissions for activities owned or controlled by the organization or indirect (Scope 2) GHG emissions,
which are a result of purchased or acquired electricity, heating, cooling, and steam consumed by the
organization. GHG emissions originate from stationary and mobile sources (e.g., transportation of
materials, products, or waste); extraction; operation of facilities and equipment; transportation;
liquefaction and regasification of natural gas; and oil refining.

Direct GHG emissions from oil and gas include emissions from fuel combustion during operations,
process emissions such as those during loading and tankage, and fugitive emissions such as those from
piping and equipment leaks.

In addition, flaring and venting are one of the most significant sources of GHG emissions from oil and
gas activities. These practices are aimed to dispose of gas that cannot be contained or otherwise
handled for safety, technical, or economic reasons. They occur during production, storage, refining,
and electricity generation.

¢]. G. ). Olivier and J. A. H. W. Peters, Trends in global CO, and total greenhouse gas emissions: 2019 Report, 2020,
pbl.nl/sites/default/files/downloads/pbl-2020-trends-in-global-co2-and-total-greenhouse-gas-emissions-2019-
report_4068.pdf, p. 12.
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Though improvements in production efficiency have reduced direct emissions, increasing depletion of
traditional oil and gas resources moves production to complex or sensitive environments, such as
offshore deep water and oil sands. These difficult settings and the unconventional extraction methods
they necessitate have led to increased energy use and GHG emissions during production activities.

Scope 3 emissions

For oil and gas, end-use activities are responsible for the most significant GHG emissions, which are
classified as other indirect (Scope 3) GHG emissions. Higher energy demands have led to higher GHG
emissions, the majority of which originates from combustion processes. Oil and natural gas
combustion represent over half of global CO; emissions.” 8 These emissions mostly originate from
activities, such as electricity and heat generation, transportation, manufacturing, and construction.

Flaring and venting

Routine venting of associated gases is widely considered poor industry practice. Venting releases CH4
directly to the atmosphere, whereas flaring converts the gas to CO,, which has a lower global
warming potential. The International Finance Corporation recommends routing associated gas streams
to an efficient flare system instead of venting it.

However, continuous flaring of gas should also be avoided. Although large amounts of associated gases
from oil and gas activities are utilized or conserved, routine flaring still occurs in many major oil- and
gas-producing countries. The World Bank defines routine flaring as that which occurs ‘during normal
oil production operations in the absence of sufficient facilities or amenable geology to re-inject the
produced gas, utilize it on-site, or dispatch it to a market’,"and in 2019, estimated that around 4% of
all natural gas produced was wasted by flaring. The uptick of shale oil production has also increased
flaring volumes. Paradoxically, better regulation and detection of flaring could also result in increased
venting, creating a net increase in global warming.

* The World Bank, Zero Routine Flaring by 2030, worldbank.org/en/programs/zero-routine-flaring-by-2030#7, accessed 3| May 2020

WHAT TO REPORT

If an organization in the oil and gas sector has identified GHG emissions as a material topic, this
section helps it determine what to report on this topic.

I.  The organization is required to report on this topic and how it is managed using GRI | 03: Material
Topics.
When reporting on actions taken to manage GHG emissions and related impacts and the effectiveness of
these actions, the organization should report the actions taken to manage flaring and venting as well as
the effectiveness of these actions.

When reporting on goals and targets, the organization should report the following.
- How goals and targets are set;

7 International Energy Agency (IEA), Energy Efficiency 2018: Analysis and Outlooks to 2040, 2018,
webstore.iea.org/market-report-series-energy-efficiency-2018.

8 International Energy Agency (IEA), CO, Emissions from Fuel Combustion Highlights, 2019, webstore.iea.org/co2-
emissions-from-fuel-combustion-2019-highlights.
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- Whether, and how, goals and targets take into account the context in which the impacts take place
and are informed by expectations in internationally recognized instruments and, where relevant, by
scientific consensus;

- Whether goals and targets are voluntary or mandatory (if mandatory, the organization can list the
mandating legislation);

- Activities or business relationships to which the goals and targets apply;

- Baseline for the goals and targets; and

- Timeline for achieving the goals and targets.

The following disclosures from the GRI Topic Standards have been identified as appropriate to
report on this topic:

a. GRI 302: Energy 2016

- Disclosure 302-1 Energy consumption within the organization

- Disclosure 302-3 Energy intensity
b. GRI 305: Emissions 2016

- Disclosure 305-1 Direct (Scope |) GHG emissions
When reporting on direct (Scope 1) GHG emissions, the organization should report:
o Percentage of methane emissions from gross direct (Scope |) GHG emissions; and
o Breakdown of direct (Scope |) GHG emissions by type of source, including from flared gas,
vented gas, and fugitive emissions.
- Disclosure 305-2 Energy indirect (Scope 2) GHG emissions
- Disclosure 305-3 Other indirect (Scope 3) GHG emissions
- Disclosure 305-4 GHG emissions intensity

— Disclosure 305-5 Reduction of GHG emissions

In addition to the disclosures listed above, when reporting ACT-| Activities, value chain, and other
business relationships in GRI | 02: About the Organization, the organization should report efforts to
move toward less GHG-intensive operations and products.

The following resources may help an organization in the oil and gas sector report on this topic:

- International Petroleum Industry Environmental Conservation Association (IPIECA), American
Petroleum Institute (API), International Association of Oil and Gas Producers (IOGP),
Sustainability reporting guidance for the oil and gas industry, 2020. The World Bank, Global Gas
Flaring Reduction Partnership.

- World Resources Institute, Estimating and Reporting the Comparative Emissions Impacts of
Products, 2019.

— Greenhouse Gas Protocol, Corporate Value Chain (Scope 3) Accounting and Reporting Standard,
2011
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Climate resilience and transition

Climate change cuts across environmental and socioeconomic systems. To achieve sustainable
development while addressing climate change, both mitigation and adaptation strategies are required.
Mitigation, in order to avoid extreme climate change effects by, for example, investing in renewable
energy, nature-based solutions to climate mitigation, and technologies to remove CO; from the
atmosphere. Adaption, in order to cope with impacts that cannot be avoided. If climate change is
moderate rather than substantial, the resulting risks to sustainable development may also be limited.?

For organizations in the oil and gas sector, climate-related risks include transition risks that can affect
the organization’s financial performance as well as physical risks driven by acute events and long-term
shifts in climate patterns, which can have impacts on the health and safety of workers and |ocal
communities. Disruptions in operations can also cause gaps in energy supply and impact energy
security.

Climate resilience and transition to low-carbon economies can limit these impacts and provide
opportunities for organizations in the oil and gas sector, including improved resource efficiency, low-
emission energy sources and consumption patterns, new products and services, and access to new
markets.

Transition to low-carbon economies

There is wide agreement that to mitigate climate change and stabilize global temperatures, global CO,
emissions need to be limited. They need to ‘eventually approach zero’, which requires a ‘fundamental
transformation of the energy supply system’ involving a key role for low-GHG energy supply
technologies.!® For an organization in the oil and gas sector, this poses a ‘strategic challenge of
balancing short-term returns with its long-term license to operate’!! while also facing increasing
pressure to align with the transition to low-carbon energy in portfolios and business models.

Currently, proven global reserves of fossil fuels significantly exceed that which can be combusted
while still keeping warming ‘well below 2 degrees’, the global goal established by the Paris Agreement.
Aligning with this goal requires organizations to set carbon emission targets that are compatible with
carbon budgets, which indicate ‘the cumulative amount of CO; emissions permitted over a period of
time to keep within a certain temperature threshold’.'2 These projections are also referred to as
‘scenarios’. By making targets compatible with carbon budgets, organizations can better establish
relevant mitigation and adaptation measures to navigate a climate-resilient pathway. The more limited

’ F. Denton, T. J. Wilbanks, et al., ‘Climate-Resilient Pathways: Adaptation, Mitigation, and Sustainable
Development’, Climate Change 2014: Impacts, Adaptation, and Vulnerability. Part A: Global and Sectoral Aspects.
Contribution of Working Group Il to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change,
2014, ipcc.ch/site/assets/uploads/2018/02/WGIIAR5-Chap20_FINAL.pdf, pp. 1 101-1131.

' T, Bruckner, |. Alexeyevich Bashmakov, et al., ‘Energy Systems’, Mitigation of Climate Change 201 4: Mitigation of
Climate Change. Contribution of Working Group Il to the Fifth Assessment Report of the Intergovernmental Panel on
Climate Change, 2014, ipcc.ch/site/assets/uploads/2018/02/ipcc_wg3_ar5_chapter7.pdf, pp. 511-597.

' International Energy Agency (IEA), The Oil and Gas Industry in Energy Transitions: World Energy Outlook special
report, 2020, iea.org/reports/the-oil-and-gas-industry-in-energy-transitions.

12 Carbon Tracker Initiative, Carbon Budgets Explainer, 2018, carbontracker.org/wp-
content/uploads/2018/02/Carbon-Budgets_Eplained_02022018.pdf.
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the budget, the greater the required changes, which can include diversification and portfolio
reassessment.

Such changes in business models can have economic impacts, including loss of economic activity
affecting sector workforces, local communities, and entire nations. Countries — particularly those with
emerging economies whose gross domestic products heavily rely on fossil fuels — face greater
transition-related challenges. Stricter climate policies, environmental regulations, and technological
developments can increase the risk of stranded assets when demand for oil and gas decreases and
production costs remain stable or increase. This can increase the need to retire production
infrastructure, which can be a major economic burden for governments and taxpayers.

As oil and gas fields have finite lifespans, the coming decades are likely to see increases in closure
and decommissioning without being counterbalanced by new developments. The social impact can
be significant when substantial direct employment, broader job creation, and economic development
in the region depend on the sector. Workers face other potential impacts related to employment,
specifically surrounding employability, reskilling, and desirable re-employment.

Transitioning to low-carbon economies can also offer communities opportunities to transform
economic activity, in turn, creating new jobs and skills development. To create opportunities and
ensure a just transition for those most affected, it is essential to anticipate and facilitate workforce
retraining and mobility through active dialogue between governments, employers, and workers.

WHAT TO REPORT

If an organization in the oil and gas sector has identified climate resilience and transition as a material
topic, this section helps it determine what to report on this topic.

I.  The organization is required to report on this topic and how it is managed using GRI | 03: Material
Topics.

a. When reporting on actions taken to manage climate resilience and transition and related impacts, the
organization should report:

- Level and function within the organization assigned responsibility for managing the impacts (this can
also be reported as part of GOV-3 Responsibilities for sustainable development topics and delegation
in GRI 102: About the Organization);

- Internal decision-making, budget allocation, and oversight processes to enable effective actions to
manage the impacts (this can also be reported as part of GOV-13 Remuneration policies in GRI 102:
About the Organization);

- How performance criteria in the remuneration policies for highest governance body members and
senior executives relate to the topic; and

—  Whether responsibility to manage the topic is linked to performance assessments or incentive
mechanisms.

b. When describing its policies on or commitments to the topic, the organization should report:

- Policy commitments to climate change (this can be reported as part of RBC-2 Policy commitments in
GRI 102: About the Organization);

— Approach to public advocacy on climate change, including stance on issues related to climate change,
and any differences between its lobbying positions and any stated policies, goals, or other public
positions; and

- Any industry and other membership associations and national and international advocacy
organizations that participate in public advocacy on climate change in which the organization has a
significant role (this can also be reported as part of RBC-7 Membership associations in GRI 102:
About the Organization).
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When reporting on goals and targets, the organization should report targets related to reducing Scope 3

emissions from use of sold products, including:

- Strategy to achieve targets, including through investments in renewable energy, nature-based solutions
to climate mitigation, and technologies to remove CO; from the atmosphere;

— Baseline for the targets;

- Whether and how the goals and targets take into account the context in which the impacts take place
and are 