
G U I D E

Certificate in Energy Law and Policy

Governance and Ethics in the Energy Sector

Governance in the energy sector refers to the system of rules, practices, and processes by which energy
resources are directed and controlled. It encompasses the mechanisms that determine how decisions are
made, who has authority, and how accountability is ensured. Effective governance seeks to balance the
interests of the state, private investors, civil society, and the environment. For example, a national electricity
regulator may set tariffs, monitor market competition, and enforce safety standards, thereby shaping the
operating environment for utilities and independent power producers.

Ethics denotes the moral principles that guide behaviour and decision‑making. In the context of energy,
ethical considerations include the fair distribution of benefits, the avoidance of corruption, and the
responsibility to future generations. An ethical dilemma may arise when a company discovers that a
profitable gas field lies near a community that relies on clean water; the firm must weigh short‑term profit
against long‑term health impacts.

Corporate Governance is the framework of rules and relationships that control a corporation’s direction and
performance. Key elements include the board of directors, shareholder rights, internal controls, and
disclosure obligations. In the energy industry, a well‑structured board often contains independent directors
with expertise in engineering, finance, and sustainability, ensuring that strategic choices reflect both
commercial viability and public interest. A failure of corporate governance can lead to scandals such as
misreported reserves or unsafe operating practices.

Regulatory Framework consists of statutes, regulations, and guidelines that define the legal environment for
energy activities. This framework establishes licensing requirements, environmental standards, pricing
mechanisms, and enforcement procedures. For instance, the United States Federal Energy Regulatory
Commission (FERC) issues orders governing interstate transmission rates, while the European Union’s
Renewable Energy Directive sets targets for renewable generation. A robust regulatory framework reduces
uncertainty and encourages investment, but overly complex rules can increase compliance costs.

Stakeholder refers to any individual or group that can affect or be affected by energy projects. Stakeholders
include governments, investors, local communities, non‑governmental organisations (NGOs), and end‑users.
Effective stakeholder management involves identifying interests, communicating transparently, and
addressing concerns. In practice, a wind farm developer may hold public meetings, conduct environmental
impact assessments, and negotiate benefit‑sharing agreements with nearby municipalities to secure social
licence to operate.

Transparency is the openness with which information is disclosed to stakeholders. Transparency improves
trust and enables informed decision‑making. Energy companies often publish annual sustainability reports
that detail emissions, safety incidents, and governance structures. However, transparency is challenged
when commercial confidentiality conflicts with public right‑to‑know, especially regarding strategic reserves
or pricing data.
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Accountability means that actors are answerable for their actions and decisions. In the energy sector,
accountability mechanisms include audit trails, performance metrics, and legal liability. For example, a utility
that fails to maintain pipeline integrity may be held accountable through fines, civil lawsuits, or loss of
operating licences. Accountability is reinforced by independent oversight bodies such as auditors and
regulators.

Sustainability denotes the capacity to meet present needs without compromising the ability of future
generations to meet theirs. In energy policy, sustainability integrates environmental protection, economic
viability, and social equity. A sustainable energy strategy might combine renewable generation, energy
efficiency measures, and policies that protect vulnerable consumers from price spikes.

ESG stands for Environmental, Social, and Governance and represents a set of criteria used to evaluate a
company’s non‑financial performance. Investors increasingly incorporate ESG metrics into portfolio
decisions. For an oil and gas firm, ESG analysis may assess greenhouse gas (GHG) emissions, community
relations, and board diversity. Companies that excel in ESG are often perceived as lower risk and may access
cheaper capital.

Fiduciary Duty is the legal obligation of a manager or trustee to act in the best interests of another party,
typically shareholders or beneficiaries. Energy fund managers must ensure that investment choices align
with the fiduciary duty to maximise returns while respecting risk tolerance. Breaches of fiduciary duty can
result in legal action and reputational damage.

Conflict of Interest occurs when personal or secondary interests compromise an individual’s impartiality. In
the energy sector, a regulator who holds shares in a utility may face a conflict when deciding on rate
adjustments. Mitigation strategies include disclosure, recusal from decision‑making, and establishing
firewalls between business and regulatory functions.

Due Diligence is the systematic investigation of a target’s financial, legal, and operational condition before a
transaction. Energy mergers and acquisitions often involve detailed due diligence on reserve estimates,
environmental liabilities, and regulatory compliance. Inadequate due diligence can expose acquirers to
hidden costs such as remediation expenses.

Compliance denotes adherence to applicable laws, regulations, and internal policies. Energy firms maintain
compliance programmes that monitor licensing, safety standards, anti‑corruption laws, and environmental
permits. Failure to comply can trigger penalties, loss of licences, and damage to reputation.

Risk Management is the identification, assessment, and mitigation of potential adverse events. Energy
projects face a range of risks, including market price volatility, geopolitical instability, technical failures, and
climate‑related disruptions. Companies employ risk matrices, scenario analysis, and insurance to manage
these exposures.

Energy Security refers to the uninterrupted availability of energy at affordable prices. Nations pursue energy
security through diversified supply sources, strategic reserves, and resilient infrastructure. For example, a
country may invest in domestic natural gas production to reduce reliance on imported oil, thereby
enhancing security.
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Market Liberalization describes the transition from state‑controlled monopolies to competitive markets.
Liberalization aims to improve efficiency, lower prices, and stimulate innovation. In the European Union,
electricity market liberalization introduced wholesale trading platforms and consumer choice, though it also
created challenges related to grid stability and price volatility.

Privatization is the transfer of ownership or operation of a public asset to the private sector. Privatization of
state‑owned utilities can bring capital and managerial expertise, yet it may also raise concerns about
affordability and public oversight. A successful privatization typically includes regulatory safeguards to
protect consumers.

Public‑Private Partnership (PPP) is a collaborative arrangement where public authorities and private firms
share resources, risks, and rewards to deliver infrastructure projects. In the energy context, PPPs are
common for building transmission lines, solar parks, or waste‑to‑energy facilities. PPP contracts often
contain performance‑based incentives and clauses for early termination if standards are not met.

Renewable Energy Certificates (RECs) are tradable instruments that certify the generation of one
megawatt‑hour of renewable electricity. RECs enable entities to claim renewable sourcing without directly
owning the physical asset. Companies may purchase RECs to meet corporate sustainability goals, while
generators earn additional revenue streams.

Carbon Pricing is the monetary valuation of carbon emissions, incentivising emitters to reduce their carbon
footprint. Mechanisms include carbon taxes and emissions trading schemes (ETS). For instance, the United
Kingdom’s carbon price floor adds a surcharge on coal‑generated electricity, encouraging a shift toward
lower‑carbon sources.

Emissions Trading Scheme (ETS) is a market‑based approach where a cap is set on total emissions and
permits are allocated or auctioned to participants. Companies that reduce emissions below their allowance
can sell excess permits, creating a financial incentive for efficiency. The European Union ETS is the largest
multinational carbon market.

Greenhouse Gas (GHG) emissions are gases that trap heat in the atmosphere, contributing to climate
change. The primary GHGs in the energy sector are carbon dioxide (CO₂), methane (CH₄), and nitrous oxide
(N₂O). Measuring and reporting GHG emissions is essential for compliance with climate‑related regulations
and for informing mitigation strategies.

Carbon Capture and Storage (CCS) involves capturing CO₂ from industrial processes and storing it
underground to prevent atmospheric release. CCS is considered a bridging technology for
hard‑to‑decarbonise sectors such as cement and steel. However, high costs, public acceptance, and
regulatory uncertainty present significant challenges.

Net Zero is a target whereby an entity balances the amount of greenhouse gases emitted with an
equivalent amount removed or offset, achieving a neutral carbon footprint. Energy companies may commit
to net‑zero by 2050, employing a mix of emissions reductions, renewable investments, and carbon offsets.

Energy Transition describes the shift from fossil‑fuel‑dominant systems to low‑carbon, renewable‑based
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energy landscapes. The transition involves restructuring generation portfolios, modernising grids, and
fostering demand‑side management. Governments often set transition pathways through policy
instruments such as renewable portfolio standards.

Just Transition emphasizes that the energy shift should be socially equitable, ensuring that workers and
communities dependent on fossil‑fuel industries are not left behind. Policies may include retraining
programmes, social safety nets, and investment in regional development. A just transition seeks to avoid
creating “energy poverty” or exacerbating inequality.

Energy Poverty occurs when households cannot afford adequate energy services for heating, cooling, or
lighting. Addressing energy poverty requires targeted subsidies, tariff design, and efficiency programmes,
especially in low‑income neighborhoods. Ethical governance mandates that policies consider the most
vulnerable consumers.

Supply Chain Ethics concerns the moral responsibilities associated with procurement, production, and
distribution processes. Energy firms must ensure that suppliers adhere to labour standards, environmental
regulations, and anti‑corruption policies. Audits and certifications, such as ISO 14001, help verify compliance
throughout the supply chain.

Anti‑Corruption measures aim to prevent bribery, fraud, and undue influence. Energy sectors are particularly
vulnerable due to large contracts, regulatory approvals, and strategic assets. Companies implement
anti‑corruption policies, conduct risk assessments, and provide training to staff operating in high‑risk
jurisdictions.

Bribery is the offering, giving, receiving, or soliciting of an advantage to influence the actions of an official
or private party. International conventions such as the OECD Anti‑Bribery Convention criminalise bribery of
foreign public officials. Energy firms must adopt strict controls, including third‑party due diligence, to
mitigate bribery risks.

Whistleblowing provides a mechanism for employees or external parties to report wrongdoing
confidentially. Effective whistleblowing systems protect reporters from retaliation and facilitate early
detection of misconduct. Many jurisdictions require companies to establish internal reporting channels and
to investigate allegations promptly.

Code of Conduct outlines the expected behaviours and ethical standards for employees, contractors, and
partners. In the energy sector, codes often address conflicts of interest, environmental stewardship, and
human rights. Regular training and enforcement ensure that the code becomes a living document rather
than a formality.

Corporate Social Responsibility (CSR) reflects a company’s commitment to operate in a socially responsible
manner, beyond legal obligations. CSR initiatives may include community development projects,
educational scholarships, and environmental restoration. While CSR can enhance reputation, it must be
aligned with core business strategies to avoid accusations of “greenwashing.”

Materiality determines which issues are significant enough to merit disclosure or action. In ESG reporting,
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materiality assessments identify the environmental and social factors that could affect a company’s financial
performance. For a gas pipeline operator, material issues might include pipeline safety, GHG emissions, and
indigenous rights.

Stakeholder Engagement is the process of involving interested parties in decision‑making, ensuring their
perspectives are considered. Engagement methods range from public consultations and workshops to
digital platforms and surveys. Genuine engagement builds trust and can uncover site‑specific risks, such as
cultural heritage concerns.

Disclosure refers to the act of making information publicly available. Energy companies disclose financial
statements, operational data, and ESG metrics. Disclosure requirements may be mandated by securities
regulators, stock exchanges, or voluntary standards like the Global Reporting Initiative (GRI).

Reporting is the systematic presentation of disclosed information, often through annual reports,
sustainability reports, or regulatory filings. High‑quality reporting follows recognised frameworks, uses
comparable metrics, and includes third‑party assurance. Transparent reporting enables investors and
regulators to assess performance and compliance.

Auditing involves independent verification of financial and non‑financial information. External auditors
assess the fairness of financial statements, while ESG auditors evaluate sustainability data. Audits provide
credibility and help identify gaps in internal controls.

Independent Director is a board member who does not have material relationships with the company that
could compromise impartiality. Independent directors enhance oversight, bring external perspectives, and
help mitigate conflicts of interest. In many jurisdictions, a minimum number of independent directors is
required for listed energy companies.

Board Composition concerns the mix of skills, experience, and diversity among board members. A balanced
board may include experts in engineering, finance, law, and sustainability. Diversity in gender, ethnicity, and
geography can improve decision‑making and reflect the broader stakeholder base.

Shareholder Rights encompass the entitlements of shareholders to vote, receive dividends, and access
information. Protecting shareholder rights is essential for corporate accountability. In the energy sector,
minority shareholders may demand greater transparency on project risks and environmental impacts.

Minority Shareholder is an investor who owns a smaller proportion of a company’s equity and may lack
control over strategic decisions. Minority shareholders often rely on legal protections, such as the right to
challenge unfair related‑party transactions. Robust governance structures safeguard their interests.

Regulatory Capture occurs when a regulator acts in the interest of the industry it is supposed to oversee,
rather than the public. Capture can undermine competition, weaken safety standards, and erode public
confidence. Preventing capture requires transparent appointment processes, term limits, and independent
oversight.

Lobbying is the practice of influencing public officials to adopt policies favourable to a particular interest
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group. Energy companies engage in lobbying to shape legislation on tariffs, subsidies, and environmental
standards. Ethical lobbying adheres to disclosure requirements and avoids undue influence.

Transparency International is a global NGO that monitors corruption and promotes integrity. Its Corruption
Perceptions Index is widely used to assess governance risk in energy‑rich countries. Companies often
reference Transparency International’s findings when conducting country risk analyses.

International Energy Agency (IEA) provides policy analysis, data, and recommendations on global energy
issues. The IEA’s World Energy Outlook informs government strategies and corporate investment decisions.
Compliance with IEA guidelines can enhance credibility and align practices with international best practice.

United Nations Framework Convention on Climate Change (UNFCCC) is the treaty under which the Paris
Agreement was negotiated. Parties to the UNFCCC commit to reporting emissions, implementing mitigation
actions, and supporting adaptation. Energy firms operating in multiple jurisdictions must navigate varying
national commitments under the UNFCCC framework.

Paris Agreement sets a global goal to limit temperature rise to well below 2 °C above pre‑industrial levels,
pursuing efforts to stay within 1.5 °C. Signatory countries submit nationally determined contributions
(NDCs) outlining emissions reduction targets. Energy companies align strategies with NDCs to manage
regulatory risk and meet investor expectations.

Sustainable Development Goals (SDGs) are a set of 17 objectives adopted by the United Nations to address
global challenges, including clean energy (Goal 7), climate action (Goal 13), and affordable and clean water
(Goal 6). Energy projects can contribute to multiple SDGs, and reporting against SDGs demonstrates
broader societal impact.

Material Impact describes the actual effect that a governance or ethical issue has on a company’s
performance, reputation, or stakeholder relationships. For a coal mining operation, material impacts might
include community health concerns, regulatory fines, and stranded‑asset risk due to climate policy.

Non‑Compliance Penalty is a financial or administrative sanction imposed for violating laws or regulations.
Penalties can range from modest fines to revocation of licences. In the offshore oil sector, non‑compliance
with safety standards may trigger hefty penalties and operational shutdowns.

Environmental Impact Assessment (EIA) is a systematic process to predict the environmental consequences
of a proposed project. EIAs identify potential adverse effects, propose mitigation measures, and involve
public consultation. A thorough EIA is often a prerequisite for obtaining construction permits.

Social Impact Assessment (SIA) evaluates the effects of a project on local communities, including
livelihoods, cultural heritage, and health. SIAs complement EIAs and help ensure that social risks are
identified and managed. For example, a hydroelectric dam may require an SIA to assess displacement of
indigenous peoples.

Strategic Environmental Assessment (SEA) expands the scope of assessment to policies, plans, and
programmes, rather than individual projects. SEAs enable governments to integrate environmental
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considerations early in the decision‑making process, promoting sustainable development pathways.

Risk Appetite is the level of risk an organisation is willing to accept in pursuit of its objectives. Energy firms
define risk appetite in corporate governance documents, balancing growth ambitions with safety,
environmental, and reputational concerns. A low risk appetite may lead to more conservative investment
choices.

Performance Indicator is a quantitative metric used to evaluate progress toward specific goals. In the energy
sector, key performance indicators (KPIs) include capacity factor, GHG intensity, and safety incident rate.
KPIs enable benchmarking and inform corrective actions.

Benchmarking involves comparing a company’s performance against industry standards or best practices.
Benchmarking can reveal gaps in governance, ethics, or operational efficiency. For instance, a utility may
benchmark its outage duration against peer utilities to identify improvement opportunities.

Compliance Culture describes the attitudes, values, and behaviours that influence an organization’s
adherence to laws and policies. Building a strong compliance culture requires leadership commitment, clear
communication, and incentives for ethical conduct. A weak compliance culture can foster misconduct and
increase regulatory scrutiny.

Ethical Dilemma arises when a decision involves two or more conflicting moral principles. Energy executives
may face ethical dilemmas when choosing between expanding a profitable oil field and preserving a
protected ecosystem. Structured decision‑making frameworks, such as the “ethical matrix,” help navigate
these complexities.

Principle‑Based Regulation focuses on broad, outcome‑oriented rules rather than detailed prescriptive
requirements. This approach allows flexibility and innovation but may create ambiguity about compliance
expectations. Regulators often supplement principle‑based rules with guidance notes to aid interpretation.

Prescriptive Regulation provides detailed, specific requirements that entities must follow. While prescriptive
rules reduce uncertainty, they can be inflexible and stifle technological advancement. Energy sectors
frequently blend both approaches, using prescriptive safety standards alongside principle‑based market
rules.

Regulatory Impact Assessment (RIA) evaluates the potential effects of proposed regulations on the
economy, environment, and society. RIAs help policymakers balance benefits against costs and consider
alternatives. Conducting RIAs enhances transparency and public confidence in regulatory decisions.

Legal Liability is the responsibility for legal consequences arising from actions or omissions. Energy
companies may face civil liability for environmental damage, criminal liability for safety violations, and
contractual liability for breach of agreements. Insurance can mitigate financial exposure but does not
eliminate reputational risk.

Contractual Governance refers to the mechanisms within contracts that allocate rights, duties, and remedies
among parties. Well‑drafted contracts include clauses on performance guarantees, dispute resolution, and
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termination rights. In joint‑venture energy projects, contractual governance is critical for aligning partner
interests.

Dispute Resolution encompasses methods for settling disagreements, including negotiation, mediation,
arbitration, and litigation. Energy contracts often specify arbitration to provide a neutral, efficient forum.
Effective dispute resolution preserves relationships and avoids costly project delays.

Force Majeure is a contractual clause that relieves parties from performance obligations when extraordinary
events beyond their control occur, such as natural disasters or geopolitical upheavals. Properly defining
force majeure events helps manage risk in long‑term supply agreements.

Supply Security denotes the reliability of fuel supplies to meet demand. Strategies to enhance supply
security include diversification of import sources, strategic stockpiles, and long‑term contracts.
Energy‑dependent economies may develop domestic resources to reduce exposure to external shocks.

Grid Resilience is the ability of the electricity network to withstand and recover from disruptions. Resilience
measures include robust transmission infrastructure, smart grid technologies, and demand‑response
programmes. As renewable penetration increases, grid operators must adapt to variability while maintaining
reliability.

Smart Grid integrates digital communication, sensors, and automation to optimise electricity generation,
distribution, and consumption. Smart grids enable real‑time monitoring, facilitate integration of distributed
generation, and empower consumers to manage usage. Governance frameworks must address data privacy,
cybersecurity, and equitable access.

Cybersecurity safeguards information systems against unauthorized access, disruption, or theft. Energy
infrastructure is increasingly digital, rendering it vulnerable to cyber attacks. Companies adopt layered
security architectures, conduct regular penetration testing, and comply with standards such as NIST 800‑53.

Data Privacy protects personal information from misuse. Energy utilities collect customer data for billing,
demand‑response programmes, and smart‑metering. Compliance with data‑protection regulations, such as
the GDPR, requires transparent consent mechanisms and robust data‑handling policies.

Carbon Neutrality is achieved when an entity’s net carbon emissions are zero, typically through a
combination of emissions reductions and offsets. Carbon neutrality differs from net zero in that offsets may
include nature‑based solutions, such as reforestation, rather than solely reducing emissions at source.

Offset is a reduction in emissions elsewhere that compensates for emissions produced by a specific activity.
Offsets are verified through standards like the Verified Carbon Standard (VCS). While offsets can help
achieve carbon‑neutral goals, critics argue they may delay necessary decarbonisation.

Renewable Portfolio Standard (RPS) is a policy that mandates a minimum share of electricity to be
generated from renewable sources. Utilities must demonstrate compliance through generation or purchase
of renewable energy credits. RPS programmes drive market demand for wind, solar, and biomass.

Feed‑in Tariff (FIT) guarantees a fixed price for renewable electricity fed into the grid over a set period. FITs
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provide revenue certainty, encouraging investment in emerging technologies. However, overly generous
FITs can lead to cost overruns and market distortions.

Capacity Market compensates generators for maintaining available capacity, ensuring reliability during peak
demand periods. Capacity mechanisms are common in regions with high renewable penetration, where
intermittent generation may reduce firm capacity. Participants receive payments for capacity commitments,
not solely for energy produced.

Ancillary Services are essential functions that support the reliable operation of the power system, such as
frequency regulation, voltage control, and reserve provision. Market designs allocate remuneration for these
services, encouraging participation from flexible resources like batteries or demand‑response aggregators.

Demand‑Response programmes incentivise consumers to adjust electricity usage in response to price
signals or grid conditions. Demand‑response enhances system flexibility, reduces peak loads, and can defer
costly infrastructure upgrades. Governance of demand‑response includes transparent pricing and equitable
access for all consumer classes.

Energy Storage technologies, such as batteries, pumped hydro, and compressed air, store excess electricity
for later use. Storage mitigates intermittency of renewables, supports grid stability, and offers new revenue
streams. Regulatory frameworks must define market participation rules and valuation methods for storage
assets.

Decarbonisation is the process of reducing carbon emissions across the energy value chain. Strategies
include shifting to low‑carbon fuels, improving efficiency, and deploying carbon‑capture technologies.
Decarbonisation aligns with national climate commitments and investor expectations for low‑carbon
portfolios.

Just Transition Framework provides a structured approach to manage social implications of decarbonisation.
Frameworks typically incorporate labour market analysis, skills development, and community investment
plans. Effective implementation requires coordination among government, industry, and labour
organisations.

Energy Efficiency refers to the reduction of energy consumption while maintaining output quality.
Energy‑efficiency measures range from appliance standards to industrial process optimisation. Policies such
as energy‑performance contracts and tax incentives promote adoption.

Lifecycle Assessment (LCA) evaluates environmental impacts of a product or system from raw‑material
extraction through disposal. In the energy sector, LCA helps compare the total GHG emissions of different
generation technologies, informing policy and investment decisions.

Carbon Footprint quantifies the total GHG emissions associated with an activity, expressed in
CO₂‑equivalent units. Companies calculate carbon footprints to set reduction targets, report to
stakeholders, and assess supply‑chain impacts.

Scope 1, 2, and 3 Emissions categorise emissions based on their source. Scope 1 covers direct emissions from
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owned or controlled sources, Scope 2 includes indirect emissions from purchased electricity, and Scope 3
encompasses all other indirect emissions, such as those from the supply chain. Comprehensive reporting
requires accounting for all three scopes.

Supply Chain Transparency involves disclosing information about suppliers, sourcing locations, and
associated risks. Transparency enables stakeholders to assess the ethical and environmental performance of
the entire value chain. Tools such as blockchain are emerging to enhance traceability.

Human Rights Due Diligence assesses and mitigates risks of human rights violations linked to business
activities. Energy projects in conflict‑prone regions must evaluate impacts on indigenous peoples, labour
conditions, and community safety. International frameworks, like the UN Guiding Principles on Business and
Human Rights, guide due‑diligence processes.

Indigenous Rights recognise the distinct cultural, land, and resource entitlements of Indigenous peoples.
Energy companies must obtain Free, Prior, and Informed Consent (FPIC) before undertaking projects on
Indigenous lands. Failure to respect Indigenous rights can lead to protests, legal challenges, and
reputational harm.

Free, Prior, and Informed Consent (FPIC) is a principle that requires obtaining consent from Indigenous
peoples before initiating activities that affect their territories. FPIC processes involve transparent
communication, meaningful participation, and respect for decision‑making autonomy.

Corporate Governance Code provides guidelines for board structure, remuneration, and shareholder
engagement. Many jurisdictions have adopted voluntary codes, such as the UK Corporate Governance
Code, which influence best practices in the energy sector.

Remuneration Policy outlines compensation structures for executives and board members. Aligning
remuneration with long‑term sustainability goals, such as linking bonuses to GHG reduction targets,
promotes responsible behaviour. Transparent remuneration disclosures deter excessive pay and enhance
stakeholder confidence.

Shareholder Activism occurs when investors use their voting power to influence corporate policies. Activist
shareholders may demand stronger climate targets, improved disclosure, or board changes. Energy
companies face increasing activism from pension funds, sovereign wealth funds, and ESG‑focused investors.

Proxy Voting enables shareholders to cast votes on corporate matters without attending meetings in
person. Proxy voting platforms facilitate participation and can be used to support governance reforms, such
as adopting climate‑risk disclosures.

Strategic Alliance is a cooperative arrangement between two or more entities to achieve common objectives
while remaining independent. In the energy sector, alliances may focus on joint research, shared
infrastructure, or market entry. Governance of alliances requires clear roles, risk‑sharing mechanisms, and
exit provisions.

Joint Venture creates a separate legal entity owned by participating parties to pursue a specific project. Joint
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ventures enable pooling of capital, expertise, and risk. Governance structures for joint ventures typically
include a board with representation from each partner and detailed operating agreements.

Merger combines two companies into a single entity, often to achieve economies of scale, expand market
reach, or acquire technology. Mergers in the energy sector can be complex, involving regulatory approvals,
antitrust reviews, and integration of divergent corporate cultures.

Antitrust Review assesses whether a proposed merger or acquisition diminishes competition. Competition
authorities examine market concentration, potential price effects, and barriers to entry. Energy markets with
limited participants are especially scrutinised for anti‑competitive behaviour.

Divestiture is the sale or disposal of a business unit, asset, or investment. Divestitures may be driven by
strategic refocusing, regulatory pressure, or the need to raise capital for decarbonisation initiatives.
Governance of divestiture processes includes valuation, stakeholder communication, and compliance with
disclosure obligations.

Strategic Asset Management involves planning, operating, and maintaining assets to maximise value over
their lifecycle. In the energy context, asset management includes reliability engineering, performance
optimisation, and end‑of‑life decommissioning planning. Effective asset management reduces downtime,
extends asset life, and supports sustainability goals.

Decommissioning is the process of safely retiring infrastructure, such as oil rigs or nuclear plants, after the
end of its operational life. Decommissioning plans must address environmental remediation, waste disposal,
and financial assurance. Regulatory bodies often require financial guarantees to ensure funds are available
for decommissioning.

Financial Assurance provides a guarantee that sufficient resources exist to cover decommissioning costs.
Mechanisms include bonds, insurance policies, and dedicated trust funds. Financial assurance protects
taxpayers and ensures that decommissioning obligations are met even if the operating company becomes
insolvent.

Carbon Credit represents a tonne of CO₂‑equivalent emissions reduced, avoided, or removed. Carbon
credits can be traded in compliance markets or voluntary markets. Energy companies may purchase credits
to offset unavoidable emissions, but reliance on credits alone may be insufficient for robust
decarbonisation.

Carbon Offset Project implements activities that generate carbon credits, such as reforestation, renewable
energy installation, or methane capture from landfills. Projects must adhere to verification standards to
ensure genuine emission reductions. Transparency and additionality are critical to the credibility of offset
projects.

Additionality is the principle that a carbon‑offset project would not have occurred without the incentive
provided by the carbon market. Demonstrating additionality prevents “business‑as‑usual” projects from
being counted as offsets, preserving the integrity of carbon accounting.
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Verification involves third‑party assessment of emissions data, project performance, and compliance with
standards. Verification adds credibility to sustainability reports and carbon‑credit claims. Accredited
verification bodies follow protocols such as ISO 14064.

Transparency Report discloses detailed information on a company’s operations, governance, and
sustainability performance. Transparency reports often include metrics on emissions, safety incidents, and
governance practices, enabling stakeholders to evaluate progress against commitments.

Stakeholder Mapping is a systematic process to identify, categorise, and prioritise stakeholders based on
their influence and interest. Mapping helps allocate resources for engagement, anticipate concerns, and
design communication strategies. In large energy projects, mapping may reveal hidden stakeholders, such
as downstream water users or cultural heritage groups.

Ethical Procurement ensures that purchasing decisions consider social and environmental impacts. Energy
firms may adopt supplier codes that require adherence to labour standards, anti‑corruption policies, and
environmental management systems. Ethical procurement reduces supply‑chain risk and aligns with CSR
objectives.

Supplier Audits are systematic examinations of a supplier’s operations to verify compliance with contractual
and ethical requirements. Audits may focus on health and safety, environmental performance, and
anti‑bribery controls. Findings inform corrective action plans and can lead to supplier termination if
non‑compliance persists.

Conflict Minerals are minerals extracted in regions of armed conflict, such as tin, tantalum, tungsten, and
gold. Energy companies that use electronic components must conduct due‑diligence to avoid financing
conflict. Reporting on conflict‑minerals compliance is often required under regulations like the Dodd‑Frank
Act.

Environmental Management System (EMS) is a structured framework for managing an organisation’s
environmental responsibilities. ISO 14001 provides a globally recognised EMS standard. Implementing an
EMS helps energy firms identify environmental aspects, set objectives, and monitor performance.

Health, Safety, and Environment (HSE) policies integrate occupational safety, public health, and
environmental protection. HSE management systems track incident rates, conduct risk assessments, and
enforce safety training. Robust HSE practices reduce accidents, protect communities, and support regulatory
compliance.

Incident Reporting is the formal documentation of safety, environmental, or security events. Timely incident
reporting enables root‑cause analysis, corrective actions, and learning. Many jurisdictions require public
reporting of major incidents, such as oil spills or gas explosions.

Root‑Cause Analysis investigates the underlying factors that lead to an incident, beyond immediate causes.
Techniques such as the “5 Whys” or fishbone diagrams help uncover systemic issues. Implementing findings
from root‑cause analysis strengthens governance and prevents recurrence.
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Continuous Improvement is an ongoing effort to enhance processes, performance, and compliance. Energy
companies embed continuous improvement in governance structures through regular reviews,
benchmarking, and employee feedback mechanisms. The Plan‑Do‑Check‑Act (PDCA) cycle is a common
framework for driving improvement.

Governance Risk and Compliance (GRC) integrates three core disciplines to ensure that organisational
objectives are achieved while managing risk and meeting regulatory requirements. GRC platforms enable
unified reporting, policy management, and risk analytics, supporting holistic oversight of ethics and
governance.

Internal Controls are policies and procedures designed to ensure the reliability of financial reporting,
operational efficiency, and compliance with laws. In the energy sector, internal controls may address
inventory management, contract approvals, and segregation of duties in trading operations.

Segregation of Duties separates responsibilities among different individuals to prevent fraud and errors. For
example, the person authorising a purchase should not be the same person who processes payment.
Segregation of duties is a fundamental internal‑control principle.

Whistleblower Protection safeguards individuals who disclose wrongdoing from retaliation. Legal
frameworks, such as the Sarbanes‑Oxley Act, provide protections and sometimes financial incentives for
whistleblowers. Energy firms should maintain confidential reporting channels and enforce anti‑retaliation
policies.

Legal Compliance Audit evaluates whether an organisation adheres to relevant statutes, regulations, and
internal policies. Audits may focus on environmental permits, safety regulations, or anti‑corruption laws.
Findings guide remediation actions and inform board oversight.

Ethical Leadership is the demonstration of integrity, fairness, and responsibility by senior managers. Ethical
leaders set the tone at the top, influencing organisational culture and decision‑making. In the energy sector,
leaders who champion sustainability can accelerate the transition to low‑carbon business models.

Board Oversight refers to the board’s responsibility to monitor management performance, strategic
direction, and risk management. Effective oversight includes regular reporting, independent assessment,
and challenge of assumptions. Board committees, such as audit and sustainability committees, focus on
specific governance areas.

Sustainability Committee is a board sub‑group dedicated to overseeing environmental and social
performance. The committee reviews ESG policies, monitors climate‑risk exposure, and ensures alignment
with stakeholder expectations. Establishing a sustainability committee signals commitment to responsible
governance.

Audit Committee oversees financial reporting, internal controls, and external auditor relationships. In the
energy sector, the audit committee may also review compliance with environmental regulations and assess
the adequacy of risk‑management frameworks.

Read online: https://learnuni.com/guides/5367826/governance-and-
ethics-in-the-energy-sector
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Risk Committee focuses on enterprise‑wide risk identification, assessment, and mitigation

Read online: https://learnuni.com/guides/5367826/governance-and-
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