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INTRODUCTION 
 

3 



5TH SESSION OF THE EGRC REPORT 
 The Expert Group: 

 recommended the formation of a subgroup to the 
Bureau.  

 requested this subgroup to prepare guidance on 
accommodating environmental and social 
considerations in UNFC-2009 
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5TH SESSION OF THE EGRC REPORT 
 The Expert Group: 

  Noted that environmental and social considerations 
involve many diverse and complex issues.  

 That a wide range of material is already available on 
these issues from a number of organizations 

 Requested that any guidance produced should revolve 
around high-level principles that are practical, useful 
and add value to UNFC-2009. 
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E-AXIS SUBGROUP: PHASES 
 PHASE 1: TERMS OF REFERENCE 

 Draft completed 

 Approved by the Bureau 

 Presented to the EGRC 

 Also background work 

 PHASE 2: GUIDANCE 

 Collection and compilation of relevant information 

 Review and analysis of this information 

 Identification and definition of relevant E-axis factors 

 Development of Guidance 
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STAGE OF THIS EXERCISE 
 We are at a relatively early stage and do not have  all 

the answers. 

 Still collecting information and analyzing the issues. 

 Need examples to anchor our work. 
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E- AXIS SUB-GROUP 
 Is concerned with the CLASSIFICATION of resource 

recovery, not other aspects such as the merits. 
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PHASE 1 SUB-GROUP MEMBERSHIP 
 Dr. David Elliott (Chair) 

 Dr. Tom Schneider, Univ. of Alberta 

 Ms. Kathryn Campbell, Sullivan & Cromwell, UK 

 Prof. Roberto Villas-Boas, Centre for Mineral 
Technology, Brazil 

 Ms. Claudia Wulz, European Community 

 Mr. Slavko Solar, European Community 

 Mr. Michael Lynch-Bell, UK 
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PHASE 2, ADDED MEMBERS 
 Dr. Julio Claudeville, Argentina 

 Mr. Michael Stanley, World Bank, USA  

 Mr. Julian Hilton, UK. 

 Dr. Anthony Hodge, ICMM, UK 

 Mr. Luis Martins, Portugal  

 Ms. Hua Yang, PetroChina 

 One or two more potential members 
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THE UNFC SOCIO-ECONOMIC E-
AXIS 
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SOCIO-ECONOMIC FACTORS 
 The Socio-Economic E-Axis of the UNFC … designates 

the degree of favourability of social and economic 
conditions in establishing the commercial viability of 
the project, including consideration of market prices 
and relevant legal, regulatory, environmental and 
contractual conditions.” 
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E-AXIS SUB-CLASS E1 
 E1, Commercial: discovered, with a known recovery 

process and economically viable.   

 Sub-classes: 
 E1.1 Extraction and sale is economic on the basis of 

current market conditions and realistic assumptions of 
future market conditions. 

 E1.2  Extraction and sale is not economic on the basis 
of current market conditions and realistic assumptions 
of future market conditions, but is made viable 
through government subsidies and/or other 
considerations. 
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E-AXIS SUB-CLASS E2 
 E2, “Expected to become economically viable in the 

foreseeable future”.   

 There are currently no sub-categories. 
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E-AXIS SUB-CLASS E3 
 E3, “Extraction and sale is not expected to become 

economically viable in the foreseeable future or 
evaluation is at too early a stage to determine economic 
viability.”  
 E3.1, Quantities that are forecast to be extracted but, which 

will not be available for sale. 

 E3.2, Economic viability of extraction cannot yet be 
determined due to insufficient information (e.g. during the 
exploration phase). 

 E3.3, On the basis of reasonable assumptions of future market 
conditions, it is currently considered that there are not 
reasonable prospects for economic extraction and sale in the 
foreseeable future. 
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CURRENT GUIDANCE 
 E-Axis Social and Environmental conditions 

 Cited as a factor in most resource-specific guidelines, 
but little or no actual guidance on Classification 

 Generally NOT resource specific 

 

 E-Axis, Economic conditions, F-Axis and G-Axis 

 Considerable guidance and well-developed resource-
specific practice 
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CURRENT GUIDANCE: UNFC 
RECOGNISED STANDARDS 
 PRMS 

 Mentions social factors but doesn’t provide any guidance 
as to how they should be assessed for classification. 

 CRIRSCO (“Modifying factors”) 

 Same as PRMS  

 NEA/IAEA Red Book  

 Don’t know, but good discussion in Draft Guidelines  for 
Application of UNFC for Uranium and Thorium Projects 

17 



CURRENT GUIDANCE:  
OTHER STANDARDS 
 COGEH, NPD, SAMREC, JORC, ESMA, PERC, etc.   

 Some mention of Social aspects, but do not provide 
guidance for classification. 
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ISSUES 
 Differentiating Social and Economic factors 

 What are the Social factors? 
 Are Environmental  aspects a sub-set  of  Social factors 

 What is “Social licence”? 

 Formal and Non-formal aspects 

 Terminology: 

 “Economic in the narrow sense”, “Economically viable”, 

“Commercial”, etc. 

 Foreseeable Future? 

 Potentially recoverable 

 Quantification and classification 

 Where should guidance be? 
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WHAT ARE THE “SOCIAL FACTORS? 
 Need to determine what is Social and what is 

Economic 

 Separate but not entirely independent. 

 

 Environmental considerations are a sub-set of Social 
factors 
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THE IMPACT OF SOCIAL FACTORS  
ON OTHER FACTORS 
 Social and Environmental factors can result in legal, 

contractual, environmental, government approval 
issues that affect timing 

 Discounted economics- timing of production 

 Development timetable  

 Access to market 

 Construction or access to production and transportation 
facilities 

 Internal and external approval 

 Access to financing 
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WHAT IS “SOCIAL LICENCE”? 
 Several “definitions”, in summary: 

 Resolution of activities that could delay or prevent  a 
project, by agencies inside or outside a formal legal and 
regulatory process.   

 Could be a result of concerns of local communities 
about the impact of a mineral recovery project on the 
community, or of organisations that would not be 
directly affected but who have concerns of a more 
general nature. 
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FORMAL AND NON-FORMAL 
PROCESSES 
 FORMAL legal and regulatory processes,  

 E.g., environmental approval or a licence to drill or 
mine. 

  

 NON-FORMAL, outside a formal legal or regulatory 
process 

 E.g. local concerns about a mine even though it may 
have been approved through a formal regulatory process 

 

23 



CONTINGENCIES 
 Contingency (ROTR). A condition that must be 

satisfied for a portion of contingent resources to be 
classified as reserves that is:  

 (a) specific to the project being evaluated; and  

 (b) expected to be resolved within a reasonable 
timeframe. 

 In UNFC, issues that must be resolved in order to 
reclassify from E3 or E2 to E1  
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NON-ECONOMIC CONTINGENCIES 
 Even if they may be known to exist, there can be 

significant uncertainty as to the likelihood of their 
resolution.   

 It is not obvious how the effect of these should be 
determined for classification, especially for those 
that fall outside a formal regulatory process. 
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NON-ECONOMIC CONTINGENCIES 
In UNFC and elsewhere 

 That may be affected by Social or Environmental considerations, but probably 
not directly 
 Legal framework.  The right to produce and sell (or benefit) from a resource. 

 Fiscal framework (taxes, royalties, etc.) 

 Contractual conditions 

 

 Known environmental or social impediments or barriers.   
 Regulatory approval.  

 Environmental  considerations  and approval 

 Others, such as  local  objections.   

 Civil unrest 

 War 

 

 Possible 
 Theft of oil or gas? 

 Bribery?  
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TERMINOLOGY 
 UNFC uses the terms: 

 “Economic in the narrow sense”.  Not defined but 
assumed to be the same as: 

 “Economic”: Positive NPV at a reference discount factor.   

 “Economically viable”.  Not defined, but assumed to be 
the same as: 

 “Commercial”, which incorporates all the factors leading to 
the production of a resource, economic being one of these. 
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TERMINOLOGY 
 The terms “Factors” and “Criteria” are used by UNFC 

but inconsistently and are not defined. 

 A suggestion was made by a sub-group member that 
we clarify their use 

 The Global Reporting Initiative uses the terms 
“Indicator” and “Aspect” 
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“FORSEEABLE FUTURE” AND 
“POTENTIALLY RECOVERABLE” 
 Under what conditions and by whom? 

 Not the same for all users: 
 Government and large companies  

 Many years 

 Objective is to  inventory resources 

 May not be a recovery  process, but identify a need to develop one 

 Smaller companies: 
 Few years 

 Must have a  recovery  process 

 Introduce a potential “asymmetry” in classification that is 
probably more significant for “social” factors than for 
others. 
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QUANTIFICATION AND 
CLASSIFICATION 

 Quantification is important for some purposes 

 Can be used, but is not essential for classification 

 The objective is to Classify, not to Quantify 

 i.e., Which box do you put it in? 
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CRITERIA 
 E.g., Assignment to a range corresponding to a sub-

class, for  example:   

 E1 Very likely > 90% 

 E2 Likely  90- 50% 

 E3 Not likely < 50% 

 If there is a social issue, how do we determine the 
likelihood of its resolution in a timely manner? 

 What is the record of similar issues being resolved? 

 May be approved through a regulatory process; but there 
may still be objections. 
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WHERE SHOULD THE GUIDANCE BE? 

 Most Social and Environmental classification factors are 
not commodity-specific 

 Should guidance be: 
 Separately, in the commodity-specific guidelines: 

 PRMS, CRIRSCO, the NEA/IAEA Red Book, etc. 

 Single source: 
  Under the direction of the EGRC 

 Continuation of the work of this sub-group  

 Separate EGRC Task Force 

 ???  

 What is “high-level” guidance? 

 How much detailed guidance is required?  
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HOW DO WE PROCEED FROM 
HERE? 
 Review existing relevant material 

 We have some of this 

 Other material welcome 

 Examples 

 Collect examples and review how they could affect 
classification 
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EXAMPLES OF EXAMPLES 
 Pipelines from Alberta to eastern and western Canada 

and in the US.  Significant Social issues affecting 
approval and ability to deliver to markets. 

 Concerns about fraccing: water table contamination,  
earthquakes, etc. 

 Opposition to mining projects. 

 Opposition to wind farms because of claims that sub-
sonic noise affects health  
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CONCLUSION 
 This is a complex issue 

 We are at an early stage 

 We need examples 
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TERMS OF REFERENCE:  
1. INTRODUCTION 
 The United Nations Framework Classification for Fossil Energy and 

Mineral Reserves and Resources 2009 (UNFC) specifies Economic and 
Social viability (E axis), as one of the three fundamental criteria for the 
classification of fossil energy and mineral resources.  The UNFC and 
the supporting commodity-specific systems (PRMS, CRIRSCO) 
identify some of the relevant factors and the UNFC Generic 
Specifications say, “… more detailed specifications can be found in 
relevant commodity-specific systems that have been aligned with 
UNFC-2009”.   

 Currently, none of them contain the level of detail required to 
consistently apply the social viability factors of the E-axis. 

 
 The recognition of the importance of the E-axis factors has increased in 

recent years, in particular, those loosely described as “social conditions 
or licence to operate”.  
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1. INTRODUCTION (Cont.) 
The issue was discussed at the fifth session of the Expert Group on Resource 

Classification and the meeting report notes: 
  
“The Expert Group recommended the formation of a subgroup to the Bureau that 

should include representatives from a wide range of interested stakeholders 
from around the world. The Expert Group requested this subgroup to prepare 
guidance on accommodating environment and social considerations in “UNFC-
2009 and the Specifications for its Application” (ECE/ENERGY/94 and ECE 
Energy Series No. 42) for the sixth session.   

  
The Expert Group noted that environmental and social considerations involve 

many diverse and complex issues. Recognizing that a wide range of material is 
already available on these issues from a number of organizations, the Expert 
Group requested that any guidance produced should revolve around high-level 
principles that are practical, useful and add value to UNFC-2009.” 
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2. OBJECTIVE 
 Prepare guidance on accommodating environment 

and social considerations in “UNFC-2009 and the 
Specifications for its Application” (ECE/ENERGY/94 
and ECE Energy Series No. 42). 
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3. SUB-GROUP PHASES 
The sub-group will proceed in two phases: 

 

Phase 1 will prepare a draft of Terms of Reference, to be 
submitted to the Bureau for approval.   

 

Phase 2 will carry out the mandate as described in the 
Terms of Reference. 
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PHASE 2  
 Prepare guidance on assessing environmental and social 

considerations for the classification of resources 
according to the UNFC.  This is expected to include, but 
is not limited to providing: 

 
 A list and definitions of the E-axis classification factors, 

as identified in the UNFC. 
 Guidance for the E-axis factors which, as noted by the 

EGRC, “should revolve around high-level principles”. 
 A recommendation on the extent to which more detailed 

guidance is required.  
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PHASE 2 Cont. 
 A recommendation on how the high-level and any detailed 

guidance should be provided.  Most of the E-axis classification 
factors are not commodity-specific and the sub-group should 
consider whether guidance should be: 
 Separately in each of the commodity-specific documents by 

the organisations that manage these documents (PRMS, 
CRIRSCO, the NEA/IAEA Red Book and, under development 
for Recipient Reservoirs, and for Renewables).  Currently, 
there is little guidance on the E-axis factors in any of these, or, 

 As a single source and, if so, whether this should be prepared 
under the direction of the EGRC, either by a continuation of 
the work of this sub-group, by a separate EGRC Task Force, or 
by other means. 
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PHASE 2 Cont. 
 Consider establishing sub-classes to distinguish 

between various E-axis factors, such as environmental 
and social conditions. 

   The UNFC currently does not provide for making this 
distinction.   
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PHASE 2 (Cont.) 
 Many of the UNFC E-axis factors are of a broad scope 

but the sub-group should consider only those aspects 
that are relevant to UNFC E-axis resource 
classification, not the broader issues. 

 

44 



4. MEMBERSHIP 
 As described 
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5. DELIVERABLES 
 Progress reports will be given to the EGRC Bureau at 

their periodic teleconferences.   

 

 A progress report, including the Terms of Reference 
Group, will be presented at the 2015 Expert Group 
meeting. The objective is to present: 
 Recommendations on the development of detailed 

guidelines at the 2016 annual meeting of the Expert 
Group. These recommendations may include the need 
for additional work, the results of which would be 
presented at subsequent annual meetings. 
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6. AUTHORITY 
 The sub-group is advisory and final recommendations 

require the approval of the EGRC.  The sub-group will 
operate by consensus (i.e., general agreement, not 
necessarily unanimity).  When consensus cannot be 
attained on an issue, it may be referred to the Bureau. 
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