INSIGHT

The oil and gas industry is under pressure to comply with tighter ESG regulation,
especially when it comes to funding. There are also real advantages to being on top of
your data in the mergers and acquisitions (M&A) process, but not every business has
caught up with this. Read on to learn where your company could be missing out.

Historically, asset acquisitions in oil and gas have been supported by detailed technical,
commercial and fnancial due diligence. Nowadays, the industry acknowledges the
new pressures it faces to integrate ESG considerations (from investors, insurers and
regulators), but as yet, these are poorly supported in terms of (a) data capture and

(b) the utilisation of that ESG data, which could be used to enhance deal origination,
identify transaction opportunities, and unlock downstream value-creation.

Thinking about the value of ESG data in compliance terms alone could be viewed
as a merely defensive posture. Going beyond compliance, however, could enhance
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5. Tighter alignment with global reporting standards
(e.g. SASB, GRI, TCFD)
There is no single global standard, so, depending on where you operate, you may
have to stick to the terms of any one of the standards agencies. You must also ensure
that you report to the standard you have nominated; getting this wrong can have
additional penalties. Some standards complement each other.

6. Improved ability to navigate trending climate litigation risks
and minimise exposure
As public pressure increases and funding is increasingly tied to ESG, many more
climate-related lawsuits could be on the cards, and perhaps even class action
lawsuits against oil and gas companies. ESG due diligence and being on top of
governance for M&A helps ensure you avoid purchasing assets that introduce this
type of risk into your portfolio.

7.More accurateV nancial quantl cation of climate-related risk
factors under TCFD
There is now regulatory pressure on frms to quantify the fnancial impacts of various
climate-related risks to their business. This includes both direct physical risks and
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assurance regime to ensure the reliability of data and avoid greenwashing and/
or double accounting”.

There has also been negative press in the industry around ESG rating agencies
who only perform desk-based assessments, with no on-the-ground verifcation.
Increasingly, mere ‘box-ticking exercises’ won't be enough for banks and funds
requiring evidence of good governance. It can also be the case that what is
happening on-site is diferent from what a company believes is happening, based



