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 About this  

Report

PrairieSky Royalty Ltd. is committed to  
communicating with stakeholders regarding  
how we assess and manage climate-related risks  
and opportunities in our business. 

The Task Force on Climate-Related Financial Disclosures ("TCFD") identifies and suggests 
voluntary disclosures intended to help stakeholders understand climate-related risks 
and opportunities. The TCFD provides a framework to make disclosures comparable and 
comprehensive. PrairieSky Royalty Ltd. ("PrairieSky" or the "Company") is committed to 
communicating with stakeholders regarding how we assess and manage climate-related 
risks and opportunities in our business. We have prepared the following disclosures based 
on the recommendations of the TCFD and are committed to continuous improvement of the 
Company’s reporting in line with the TCFD framework. 
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Governments, companies and individuals around the globe are 
working to address climate change and the Canadian energy 
sector is rising to this challenge. Although we do not have any 
direct oil and gas operations, we work in partnership with this 
important industry to ensure responsible development on our 
lands. We are also working closely with industry on a number of 
energy transition opportunities, including carbon capture, and 
storage, geothermal energy and mineral extraction in support of 
clean technology.

The objective of this report is to provide stakeholders with 
additional insight on how we are considering and acting on 
addressing climate change. We have structured this report using 

the TCFD recommendations which aim to provide transparent 
and comparable information about the risks and opportunities 
presented by climate change. We hope this report provides 
insight into how we are managing climate-related risk and 
opportunities and how we are positioning ourselves to take part 
in the energy transition over time. 

James Estey 	 Andrew Phillips  
Chairman of the Board	 President & Chief Executive Officer

Message to our

Stakeholders

The objective of this report is to provide stakeholders 
with additional insight on how we are considering and 
acting on addressing climate change. 
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Governance

Disclose the organization’s governance around  
climate-related risks and opportunities.

Describe the Board’s oversight of climate-related risks and opportunities.
PrairieSky is committed to the highest standard of corporate governance. It is at the 
core of our corporate culture and strategy and ensures accountability to, and alignment 
with, our stakeholders. The Board of Directors provides oversight and direction in the 
strategic planning process and has ultimate responsibility for overseeing the Company’s 
environmental, social and governance ("ESG") reporting and continuous improvement 
efforts. The Board’s responsibility is codified throughout our Directors’ Mandate, Board Chair 
Guidelines, President & CEO Guidelines, Business Code of Conduct, Environment, Climate 
Change and Health and Safety Policy, and other subject specific policies, each of which is 
available under the "Responsibility" section of our website at www.prairiesky.com. 

Our Board has three standing committees which are responsible for carrying out certain 
aspects of the Board’s mandate: the Audit Committee, the Governance and Compensation 
Committee, and the Reserves Committee. Each Committee is comprised entirely of 
independent directors. The Board has oversight responsibility for material risks which 
are managed through our Enterprise Risk Management ("ERM") framework and include 
environmental, social and climate-related risk. The Governance and Compensation 
Committee evaluates PrairieSky’s performance related to its ESG goals and annually 
recommends compensation for management based on measurable performance. 

http://www.prairiesky.com
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Board Chair & Board of Directors

> �Board Chair & Board of Directors commitment 
to ESG strategy and outcomes with oversight 
responsibility

> �Board of Directors has responsibility for 
Enterprise Risk Management function,  
which involves annual assessments of risks 
including ESG and climate change factors

Governance and Compensation Committee

Governance and Compensation Committee measures annual ESG performance  
criteria tied to annual and long-term compensation of Executives

Board of Directors

Board oversight of climate-related risks and opportunities 
takes place at all Board meetings through various agenda 
items. At every quarterly Board meeting, PrairieSky 
includes written materials and ensures open discussion 
on climate-related issues as part of our broader ESG 
agenda, including on topics such as evolving policy 
frameworks and regulations, stakeholder engagement, 
capital markets developments and business trends. 
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The Board also reviews the Company’s climate-related performance, including with respect 
to operational improvements, carbon and waste reductions, water use, business strategy, 
and market positioning. In addition, twice per year, the Board will provide oversight on 
reviewing and guiding risk management policies through the ERM framework which 
provides a consistent approach to identify, assess and manage risks to our business.  
ERM previously resided with the Audit Committee at a working level and was elevated  
to the Board in 2021 to ensure involvement of every Board member. This oversight 
responsibility covers a detailed review of the corporate risk register to assess the 
implications of environmental risks, including climate-related matters, mitigation  
measures to limit or reduce such risks, and Company strategies to maximize opportunities.

Describe management’s role in assessing and 
managing climate-related risks and opportunities.
Management is responsible for assessing and managing climate-related risks and 
opportunities, led by our CEO who provides strategic oversight on climate-related 
matters. This includes overseeing our progress on short, medium and long-term goals 
and targets, as well as our corporate disclosures on climate-related governance, risks 
and opportunities, strategy, management and performance through our Responsibility 
Report, Annual Report, TCFD Report, CDP Climate and Water submissions and stakeholder 
communications, including our website. 

The CEO is accountable for ESG initiatives, including climate change matters, particularly 
with respect to strategy, implementation, and progress. Given the complexity and 
uncertainty of potential climate-related impacts on our business, we believe it is 
important for our CEO to provide strategic oversight on climate-related matters to  
ensure we are effectively and proactively managing potential risks and opportunities.  
In undertaking this responsibility, the CEO reports to the Board Chair, the Board and/or  
the Governance and Compensation Committee, as necessary, on such matters. 

Both our COO and CFO are appointed as leads on ESG and Sustainability matters and have 
direct responsibility for overseeing efforts being taken to minimize the energy and carbon 
impacts of the Company, as well as responding to investor requests on ESG topics. More 
specifically, our COO is responsible for the governance of broader ESG topics including 
advancing the corporate ESG agenda and operational implementation and execution of 
ESG specific matters, including climate-related matters. Our CFO is responsible for the 
ERM program and for collecting and reporting on the Company’s sustainability and climate 
performance, including required reporting under our sustainability-linked credit facility. Our 
COO and CFO report to the CEO on these matters, as well as to the Board Chair and/or the 
Governance and Compensation Committee and Audit Committee of the Board of Directors. 
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COO CFO

The following table describes the executive framework and 
allocation of responsibility for ESG and climate-related matters:

President and CEO 

Responsible for ESG and climate matters and overseeing efforts to meet corporate objectives, 
 including reporting initiatives and stakeholder engagement. 

Accountable to the Board for ESG and climate initiatives  
(strategy, implementation, progress)

Managers
Guide team efforts on ESG initiatives

Staff
Contribute individually to team efforts on ESG initiatives

> Responsible for ERM program

> Responsible for collecting and reporting  
on sustainability performance

> Responsible for governance of broader  
ESG topics and advancing corporate ESG agenda

> Responsible for operational implementation 
and execution of ESG specific matters,  
including alignment with contracting  

framework and supply chain counterparties
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Potential climate-related risks and opportunities are integrated consistently along with 
other key factors that influence our business such as economic, environmental and social 
factors. In addition to our ERM program, which is discussed further below, additional 
processes are in place to identify and monitor climate-related issues. For example, 
management is informed through: 

>  �extensive reading and third-party reports and presentations on trends  
and emerging policies;

> engaging with third-party consultants to inform our strategy and reporting; and

>  �engaging with industry to work to develop and evolve projects to reduce  
GHG emissions. 

Through our engagement we develop our understanding and integrate our response  
to climate-related risks and opportunities:

Management reports to the Board of Directors 
at least quarterly on climate-related matters 
and more regularly as required. 

Climate-related 
risks and 
opportunities

Transition  
Risks

Physical  
Risks

Corporate actions  
to participate  
in energy transition

Corporate actions  
to achieve corporate 
objectives

Regulatory 
Developments

Emerging  
Policies

Trends

Technological 
Developments

Research  
on Regional  
Climate-Change 
Hazards



2021      ||      TCFD Report      ||      PrairieSky Royalty Ltd.  8         

We review climate-related risks and opportunities over 
the short, medium and long term. These timelines are 
incorporated into our ERM framework and are assessed 
through our climate scenario analysis. 

Strategy

Disclose the actual and potential impacts of  
climate-related risks and opportunities on the 
organization’s businesses, strategy, and financial 
planning where such information is material.

Describe the climate-related risks and  
opportunities the organization has identified  
over the short, medium and long term.

Our Timeline

Time Horizon Time (Years)

Short term 0-1

Medium term 1-5

Long term 5-20
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Physical Risks
Our fee simple mineral title lands and gross overriding royalty lands (together, "Royalty 
Properties") are diversified geologically and geographically which mitigates any 
significant exposure to physical risks, including extreme weather events and natural 
disasters over the short, medium and long term. In addition, we do not own or operate 
any oil and gas assets which reduces our direct exposure to physical risks and the impacts 
of extreme weather and/or natural disasters as a result of climate change. 

Transition Risks

Short term 
Over the next 12 months, we will continue our assessment of evolving legal and regulatory 
frameworks, greenhouse gas and carbon policies and pricing frameworks, and incorporate 
the same into our medium and longer-term strategy. These policies and frameworks have 
the potential to directly impact exploration and production companies on our Royalty 
Properties by increasing operating costs and capital expenditures in order to comply with 
evolving regulations. In turn, the economic rates of return associated with exploration 
and development activities in Canada’s oil and gas sector may be negatively impacted, 
which could impact the pace of development of assets in the future. Reduced activity 
on our Royalty Properties could result in lower royalty production volumes which could 
negatively impact PrairieSky’s revenue and resulting cash flow generation.

While polices directed at accelerating capital investment in alternative, lower carbon 
energy sources can impact our assets over time, we believe we are well positioned to take 
advantage of transition opportunities. Transition opportunities are available by investing 
in new opportunities and exploiting the organic opportunities within our existing business 
which would be at no cost to PrairieSky. Organic projects could include carbon capture 
utilization and storage ("CCUS") and "blue" hydrogen opportunities. We currently collect 
royalty production revenue from two CCUS projects on our lands. Although the amount of 
revenue is not material to our business at this time, it is expected to grow as new projects 
are developed. 

All of our Royalty Properties are in Canada, one of the most highly regulated jurisdictions 
in the world and known to be a leader in responsible energy development and 
technological ingenuity. In the near term and beyond, we will continue to support policies 
that are transparent and promote sustainable and economically responsible oil and 
natural gas development for Canadians and the world. 
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Medium term
Over the next 1-5 years, we anticipate that there will be evolving demand for oil 
and natural gas products, including increasing demand for natural gas, as markets 
for electricity generation transition from coal to natural gas, Canadian LNG and 
petrochemical projects advance and "blue" hydrogen opportunities and technologies 
progress. We currently lease lands to third-party operators involved in enhanced recovery 
and CCUS projects which increase the recovery of energy from existing discoveries while 
permanently sequestering greenhouse gases from industrial emitters, thereby minimizing 
the environmental impact of hydrocarbon production and offsetting emissions from other 
industries. We believe CCUS projects, alone or in combination with enhanced recovery or 
in-situ energy technologies, represent a meaningful opportunity for PrairieSky.   

Long term
Over the next 5-20 years, we believe the energy transition will take root in new,  
cost-effective technologies in combination with responsible and sustainable hydrocarbon 
development. We are focused on ensuring that we own royalties in the most economic 
oil and natural gas plays as we believe these are the projects that will continue to be 
developed over the long term, including oil plays that do not require fracking, have low 
or no freshwater water use, and have lower carbon footprints. Transition opportunities 
available to PrairieSky may include development of minerals which we currently own, 
such as Lithium, and include alterative low-carbon resource gasification and "blue" 
hydrogen projects combined with permanent sequestration of CO2. We dedicate 
considerable time and resources to monitoring trends in oil and natural gas supply and 
demand, as well as alternative energy technologies, to understand how we can optimize 
our existing assets and contribute to new projects with a lower emission profile over a 
longer duration. 

PrairieSky owns its mines and minerals on Fee Lands in perpetuity, beyond the 20 years 
examined in our ERM framework. Through our climate-change scenario analysis and work 
on energy transition projects, we look beyond the 20-year time frame considered in our 
long-term risks. As this work evolves, we anticipate extending the time frame considered 
in our ERM to more closely align with the life expectancy of our assets.

All of our Royalty 
Properties are 
in Canada, one 
of the most 
highly regulated 
jurisdictions 
in the world 
and known to 
be a leader in 
responsible 
energy 
development  
and 
technological 
ingenuity. 



Collaborating to Advance Innovation 
Energy Transition Projects
PrairieSky is participating in a number of projects, at various stages, with an overall goal to 
provide energy with lower associated GHG emissions. As these projects evolve, we expect to 
provide additional information, including with respect to the project’s positive contribution to 
reducing overall carbon intensity of energy production and ensuring ethical and sustainable 
development of resources. Select additional information is set forth below: 

Carbon Capture, Utilization, and Storage 
Alberta was the first jurisdiction in North America to direct dedicated funding to implement 
CCUS technology across industrial sectors. Alberta has committed $1.24 billion through 2025 
to fund two commercial-scale carbon capture and storage projects. Both projects will help 
reduce the CO2 emissions from industrial emitters and the fertilizer sector, and reduce GHG 
emissions by 2.76 million megatonnes per year. The Alberta Carbon Trunk Line project will 
supply pure carbon dioxide, for permanent sequestration, to where PrairieSky has partnered 
with the proponents of these innovative projects. These sequestration projects have typically 
focused on enhanced oil recovery across our land base with the goal to increase the ultimate 
recovery of oil pools while reducing the overall carbon footprint of oil and gas operations. 
PrairieSky has also partnered with several early-stage companies focused on CCUS, both 
for in-situ stimulation and optimization of hydrocarbon reservoirs and to assist other 
industrial emitters to eliminate or reduce the quantum of greenhouse gases released into the 
atmosphere.

Hydrogen
Both the Federal and Alberta Provincial governments are building a national strategy for 
hydrogen. There are a number of early-stage projects in Alberta, and we have entered into 
several commercial arrangements with hydrogen companies to seed the development 
of these projects on our lands. While these projects are at an early stage and significant 
investment is required to scale infrastructure and provide energy delivery options to end 
users, we are in a unique position to work with creative technical teams for the development 
of our natural gas resources in combination with sub-surface CCUS, with the goal of creating 
integrated and commercially viable “blue” hydrogen solutions. 

Resource Gasification
PrairieSky has partnered with a private company in Alberta to explore the potential for 
sub-surface gasification of mineral resources, in combination with CCUS, with the end goal 
of producing carbon neutral or carbon negative hydrogen, methanol and other products 
ultimately used to create single cell proteins that displace more energy intensive animal 
feedstock sources. This process has the added potential for electricity co-generation 
and creation of carbon/GHG credits through one or more emissions reduction protocols 
established by the Government of Alberta.  

Helium, Lithium, and other Minerals
PrairieSky’s fee mineral title lands throughout Alberta and Saskatchewan include perpetual 
ownership of other mines and minerals, the vast majority of which are underexplored 
and unexploited. Minerals such as Helium and Lithium have broad applications in 
the technology and battery storage sectors, respectively, and are relatively scarce 
in economic quantities in other parts of the world. We have executed on early-stage 
exploration and development Helium leasing with industry participants, including a 
large-scale Helium exploration program in Southern Alberta. While Lithium extraction is 
at an early and experimental stage in Western Canada, we believe that as direct Lithium 
extraction technologies are refined, these processes may provide additional commodity 
diversification and new leasing opportunities for PrairieSky.

PrairieSky is 
participating  
in a number  
of projects with 
an overall goal to 
provide energy 
with lower 
associated 
greenhouse  
gas emissions.
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Describe the impact of climate-related risk and opportunities 
on the organization’s businesses, strategy, and financial 
planning. 
The Board and management consider climate change scenarios as part of our strategic planning.  
In 2020, we initiated climate scenario analysis which included two scenarios: (i) Deep Decarbonization Now 
which considers action to keep global temperature increases below 2°C; and (ii) Powering On where little 
advancement is made to curb global temperatures. Through this analysis, we aim to understand the potential 
timeframe and likelihood of projects being developed on our Royalty Properties, and the factors which could 
positively and negatively impact the same. We also use this information to assess risks associated with 
potential acquisitions and also to evaluate and advance projects with reduced carbon footprints including 
those that remove carbon that would otherwise be emitted into the atmosphere, such as CCUS projects.

PrairieSky is a royalty and land business. We do not conduct any oil and gas operations and we do not have 
any working interests in any of the infrastructure, assets and liabilities typically associated with hydrocarbon 
exploration and development. Our Royalty Properties span Western Canada from northeast British Columbia 
to southwest Manitoba and our net royalty share of production is approximately 50 percent natural gas and 
50 percent oil and natural gas liquids. The diversification of geography, geology and commodity mitigates 
certain risks, and has the potential to mitigate risks related to climate change as demand between different 
commodities shifts.

We have business partnerships with the upstream energy industry in Canada through leasing arrangements with 
third-party operators who explore for and develop oil, natural gas and other minerals on our royalty interest 
lands. Changing regulations, including those related to climate change such as carbon pricing and methane 
reductions, have the potential to improve the sustainability attributes of our energy industry, but also to increase 
costs for third-party operators and the associated economic returns of certain projects. 

PrairieSky owns its fee mineral title lands in perpetuity which includes the rights to all mines and minerals that 
are currently undeveloped or underexploited. The Company continues to form business partnerships with 
entities utilizing new and alternative technologies which have the potential to expand the intrinsic value of 
our business at no additional cost. Many of these opportunities lie outside of conventional oil and natural gas 
exploration and production, including Lithium extraction and refining.

From a financial planning perspective, we maintain a very simple and conservative capital structure and balance 
sheet and proactively mitigate counterparty credit risk to manage our exposure, including taking production in 
kind and/or letters of credit where appropriate. Risk management and mitigation has been, and continues to be, 
a pillar of our corporate culture. 
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PrairieSky initiated climate scenario analysis in late 2020 as part of our commitment to ESG reporting and programs 
and we completed an analysis in Q1 2021 looking at two scenarios: 1) Deep Carbonization Now and 2) Powering on. 
This process provides an opportunity for discussion and analysis internally about our existing and future risks and 
opportunities. Our analysis is based on information currently available and our analysis will evolve to include updates to 
information when available.

Climate Scenario  
Analysis

Deep Decarbonization Now:
collaborative action to keep global temperature increases below 2oC 

This scenario is aligned with the Paris Agreement and reflects major decarbonization 
efforts to meet net zero global CO2 emissions by 2070, therefore limiting global warming 
to below 2oC in 2100. This scenario is based on the International Energy Agency’s (IEA’s) 
World Energy Outlook (WEO) 2020 Sustainable Development Scenario (SDS) and has been 
expanded with best estimates for equivalent projections in Canada using the Canada’s 
Energy Future Technology Case 2018 (Technology Case), published by the Canadian 
Energy Regulator.

Those ambitions require stringent carbon policies and major investments in renewable-
based power generation, electricity grids and networks deployment, and energy efficiency 
measures. Despite population growth and continued economic development, anticipated 
changes in the way we produce and consume energy lead to a 10% decrease in total 
primary energy demand between 2019 and 2040. The share of fossil fuels drops from 80% 
to 56% in that timeframe. 

Global oil demand declines greatly from 97.9 mmbbl/d in 2019 to 66.2 mmbbl/d in 2040, 
as electricity generation is increasingly low-carbon and oil-derived products are replaced in 
passenger cars by biofuels and batteries. Globally, 40% of passenger car sales are electric 
vehicles (EV) by 2030 in the SDS, compared to 2.5% in 2019. Although the drop in global oil 
demand has a direct impact on oil production levels, Canadian production is somewhat 
shielded from this downturn with the uptake of enhanced oil-recovery technology applied 
to new production from 2025 that reduces emissions intensity. In 2040, Canadian oil 
production will plateau in response to lower commodity prices and higher carbon prices but 
will remain at levels 15% above what was seen in 2019. 

Global natural gas demand grows by around 3% above 2019 level in 2025 as it is used as a 
transition fuel to replace coal in electricity generation. Global demand then plateaus before 
starting to decline in 2030, resulting in a 12% decrease in demand in 2040 compared to 2019. 
Canadian natural gas production also decreases by 12% between 2019 and 2040.

Methane emissions from oil and gas operations are rapidly addressed and reduced. This 
assumption is driven by the higher global warming potential and the growing availability 
of many low-cost abatement options.

Carbon capture and sequestration technology (CCS) plays a key role to reduce global  
CO2 emissions after 2030. The SDS foresees an increase of 488% in captured emissions 
globally between 2030 and 2050, scaling up from 850 MT in 2030 to 5,000 MT in 2050. In 
Canada, the Technology Case anticipates the capture of an additional  
10 MT by 2030 beyond existing projects, and 45 MT by 20404 . 

There are high hopes for hydrogen penetration using electrolysis and methane 
reforming with CCS. Many countries develop new strategies to scale up hydrogen 
infrastructure and global demand is expected to reach 75 MT per year in 2040, driven 
mainly by transport end-uses5.

Signposts  
(all prices are in USD)

Global 
population 

9.15 billion  
in 2040  
(+0.8% each year 
from 2019 to 2040)

Share of 
renewables in 
global electricity 
generation

72% in 2040

EV share of new 
passenger car 
sales

Global: 
40% in 2030

Canada1:  
64% in 2040

Brent crude oil 
price2  $64/bbl in 2040

Henry Hub 
natural gas price3 

$3.66/MMBtu  
in 2040

Carbon price 
in advanced 
economies

Ranging from  
$125/tCO2e to 
$140/tCO2e in 
2040

Comparison of global oil 
demand between scenarios
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(1)  From Canada’s Energy Future Technology Case 2018.
(2)  Ibid.
(3)  Ibid.
(4)  �New information about CCS capacity for Canada has 

become available with the publication in December 
2020 of the Canada’s Climate Plan.

(5)  �Canada’s Climate Plan also contains a new strategy 
for hydrogen.

13         

Describe the resilience of the organization’s strategy, taking into consideration 
different climate-related scenarios, including a 2°C or lower scenario.
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In this scenario, emissions continue to rise unabated and global average warming 
exceeds 4°C by 2100. This scenario is based on IEA’s WEO 2019 Current Policies Scenario 
(CPS) and has been expanded with best estimates for equivalent projections in 
Canada using the Canada’s Energy Future Reference Case 2020 (Reference Case 2020), 
published by the Canadian Energy Regulator.

Global assumptions for this scenario rely on existing policies and do not include 
future policy ambitions that may have been announced by policy makers. Therefore, 
although the Paris Agreement was signed in 2016, national carbon reduction actions 
that have not been implemented prior to 2019 globally, and to 2020 in Canada, are not 
considered as projections for future energy markets.

In the absence of efforts to further improve energy efficiency, global energy demand 
rises by 1.3% each year from 2018 to 2040 to meet the increasing population needs. 
Fossil fuels continue to make the most of rising energy demand and leave very little 
space for other energy sources to emerge. In 2040, fossil fuels represent 78% of total 
energy demand compared to 81% in 2018. This imbalance between fossil fuels and 
renewable energy cause energy-related emissions to increase steadily. 

As expected, global oil demand also increases by 1.1 mmbbl/d on average every 
year, from 96.9 mmbbl/d in 2018 to 121 mmbbl/d in 2040 and is mainly driven by road 
transport even if electric vehicle sales gain traction. In Canada, only Quebec and British 
Columbia have developed zero emission vehicle policies to boost EV sales beyond 
the incentives in place by the Federal program. Canadian oil production, as projected 
by the Reference Case 2020, grows faster than the global demand and increases 44% 
between 2019 and 2040, from 4.92 mmbbl/d to 7.05 mmbbl/d.

Global natural gas demand increases more intensively than oil, especially between 
2030 and 2040, and meets a third of total energy demand growth leading to a 49% rise 
between 2018 and 2040, from 3,952 Bcm to 5,891 Bcm. Canadian production follows 
the same trend and results in a 48% increase between 2019 and 2040.

Carbon policies are in place in thirty countries around the world and cover around 7% 
of global emissions in 2018. Canada has implemented national carbon pricing schemes 
for industries, with a carbon price of $20 CAD per tonne in 2019, rising by $10 each year 
to $50 per tonne in 20229. Revenue streams from carbon capture are not enough to 
drive large-scale CCS development and limit progress in this area. Widespread use of 
hydrogen as an energy carrier is not seen in this scenario.

Signposts  
(all prices are in USD)

Global 
population 

9.15 billion  
in 2040 
(+0.9% each 
year from 2018 
to 2040)

Share of 
renewables 
in electricity 
generation

36% in 2040

Brent crude oil 
price⁶ $75/bbl in 2040

Henry Hub 
natural gas 
price⁷

$4/MMBtu in 
2040

Global carbon 
prices⁸

≈ $30/tCO2e in 
2040

(6)  From Canada’s Energy Future Reference Case 2020.
(7)  Ibid.
(8)  Average of available countries in World Energy Outlook 2019 Current Policies Scenario.
(9)  From Government of Canada: Pricing carbon pollution from industry. 

Powering On: 
little additional progress is made in curbing global CO2 emissions
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Learnings from Climate  
Scenario Analysis at PrairieSky

We believe we are strategically positioned  
to participate in a lower carbon economy.  
Our portfolio of Royalty Properties provide a balanced mix of oil and 
natural gas reserves that can be developed in a jurisdiction with some 
of the strictest environmental regulations in the world. The perpetual 
ownership of our Fee Lands provide opportunities to participate in 
energy transition projects as discussed below. While there is a high 
degree of uncertainty in developing climate scenarios, we believe there 
is value in using scenario analysis to inform our corporate strategy, 
including our Enterprise Risk Management Program.



Carbon Pricing  

All of our lands and operations are in Canada where carbon 
pricing is regulated by both the Federal and Provincial 
governments. In 2020, the Federal carbon tax was  
$30 per tonne, and this rate has increased to $40 per tonne  
in 2021 and is expected to reach a price of $50 per tonne  
in 2022. In 2020, the provincial carbon tax was $30 per tonne  
in Alberta and Saskatchewan, and $40 per tonne in  
British Columbia. Although carbon pricing does not have  
a significant direct impact on PrairieSky due to the nature  
of our operations, it does and will impact third-party operators 
on our Royalty Properties. Carbon prices and anticipated 
increases to the price per tonne have been incorporated  
into our Climate Scenario Analysis in this report. 

16         2021      ||      TCFD Report      ||      PrairieSky Royalty Ltd.  
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Describe the organization’s processes for 
identifying and assessing climate-related risks. 
Our Board of Directors and management team are responsible for setting the Company’s 
goals and objectives, and implementing the strategies to achieve them. Identifying and 
assessing risk is essential to this process. We manage risk through our corporate ERM 
program which evaluates, ranks and prioritizes key risks with the potential to impact the 
business, including ESG factors, further filtering these risks into principal risks which have 
higher potential to impact our business and financial outlook. Environmental and climate 
change-related risk is identified as a principal risk to our business as well as a potential 
contributing factor to other principal risks such access to capital for PrairieSky and third-party 
operators on our Royalty Properties. Management reports on environmental and climate 
change-related risk, along with all ESG matters, to the full Board at each quarterly meeting. 

Describe the organization’s processes for 
managing climate-related risks.
We proactively identify, assess and manage risk inherent or evolving in our business 
and industry through our ERM framework. Through our process, we evaluate both the 
potential impacts and opportunities generated by environmental and climate-change risk, 
along with the knock-on effects of other principal risks and ESG considerations. 

Using our corporate risk matrix, we identify and categorize risks on a grid based on 
the magnitude and potential impact, including financial impact, they may have on the 
business. Through this process, we measure the likelihood, impact, velocity (speed of 
onset) and potential consequences of these risks. This methodology is used to assess all 
risks in our risk register, including environmental and climate-related risk, and informs  
the development of our corporate strategies and planning efforts which are disclosed  
in our Responsibility Report, Information Circular and Proxy Statement, Annual 
Information Form and other disclosures on our website, all of which are available at 
www.prairiesky.com. Included in this assessment is an identification and analysis of the 
opportunities that potential risks may highlight.

Risk Management

Disclose how the organization identifies, assesses,  
and manages climate-related risks. 

http://www.prairiesky.com
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Acute 
physical 
risks

Acute physical risks are significant changes in weather and temperature, including 
extreme hot and cold weather, heavy rainfall, flooding and wildfires which may impact 
us or third-party operators on our Royalty Properties by restricting access to locations, 
causing operational delays or difficulties, disrupting transportation and infrastructure 
which causes problems delivering products to sales points, increasing costs and 
disrupting supply chains. The geographically and geologically diverse nature of our 
Royalty Properties and operators mitigates acute physical risks. For our head office in 
Calgary, Alberta, our only business location, we have a Business Continuity Plan as well as 
insurance coverage in place for acute weather events that may impact our operations.

Chronic  
physical  
risks

Chronic physical risks relate to long-term shifts in weather patterns which may result 
in water scarcity, increased frequency of storms, flooding and wildfires and prolonged 
heat waves. These shifts may create operational delays for third-party operators on our 
Royalty Properties and may increase the costs for these operators to manage changes as 
further discussed above under acute physical risks. 

Market  
risk

Market risk is the potential for shifts in supply and demand for oil and natural gas as 
climate-related risks and opportunities are increasingly taken into account. These 
shifts will impact both commodity prices and royalty volumes, including the pace of 
development of our Royalty Properties. We have strategies in place to mitigate these 
impacts, including diversity in products and a strategy of investing in low-cost plays that 
provide strong returns for third-party operators.

Regulatory 
risk

Regulatory risk arises from evolving climate change policies and governmental efforts at 
the national, provincial and local level to reduce GHG emissions. Changes to regulations 
may result in increased operating or capital costs for third-party operators on our Royalty 
Properties and/or restrict certain activity. We closely monitor how these changes may 
impact us directly or indirectly.

Reputational 
risk 

Reputational risk is the impact to stakeholder perceptions related to how PrairieSky is 
viewed as contributing to or detracting from a transition to a lower-carbon economy. 
We strive to maintain positive stakeholder relationships and proactively manage 
expectations, including those related to climate change, that could impact our ability to 
operate our business, grow on a per share basis and access sources of capital. 

Technological  
risks

Technological risks relate to the improvements and/or innovations that support the 
transition to a lower-carbon economy. These changes could reduce certain investments in 
our Royalty Properties while increasing other opportunities such as development of natural 
gas, blue hydrogen, and lithium, as well as carbon sequestration and geothermal projects. 

Legal  
risk

Legal risk arises from the potential for legal action related to climate-related 
legislation including GHG emissions, carbon taxes, and/or not adequately 
addressing climate change risk, including insufficient disclosure of material risks.  
We monitor legal risks closely as part of our risk management process.

Environmental and climate change-related risk  
is considered a principal risk for our business and 
is further segregated into the following physical and 
transition risks:

Please see PrairieSky’s Annual Information Form for a full list of material risks from a securities law perspective (www.prairiesky.com/investors).

http://www.prairiesky.com/investors
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When identifying or assessing a principal risk, including a climate-related risk, the 
determination of whether it has a substantive financial impact is aligned with our 
corporate ERM Framework taking into consideration the likelihood and the severity of the 
impact. We define substantive financial impact as any principal risk that has the potential 
to materially impact the ability of our business or business functions to meet or support a 
company objective within our business strategy. 

When considering risks and opportunities, we consider the time horizons aligned with  
our ERM program. The short-term time horizon considers risk events likely to occur at 
least once every year (0-1 year). The medium-term time horizon considers risk events 
likely to occur at least once every 5 years (1-5 years). The long-term time horizon considers 
risk events likely to occur at least once every 20 years (5-20 years). Risks, including 
environmental and climate change-related risk, are assessed on a short-term,  
medium-term and long-term basis.

Describe how processes for identifying, assessing, 
and managing climate-related risks are integrated 
into the organization’s overall risk management.
Our plan and strategy ensure we identify, assess and manage risks, including climate-
related physical and transition risks, to the extent possible, and further assess and evaluate 
opportunities. Our ERM framework and risk management process is managed at the 
Executive level, with a team that provides experience and expertise to inform our strategy. 
The Board conducts an in-depth review of our ERM framework annually at the third quarter 
meeting each year. Risks are also addressed as part of our discussion and approval of the 
Annual Information Form and our quarterly Management’s Discussion & Analysis. Climate 
change risks and strategies are discussed at Executive meetings, company-wide town halls, 
as well as part of our ESG discussions at each quarterly Board meeting. 

Our plan and 
strategy ensure 
we identify, 
assess and 
manage risks, 
including  
climate-related 
physical and 
transition risks, 
to the extent 
possible, and 
further assess 
and evaluate 
opportunities.
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Disclose the metrics used by the organization to 
assess climate-related risks and opportunities in 
line with its strategy and risk management process.
Climate-related risks and opportunities are integrated into PrairieSky’s ERM Framework. 
We are committed to reducing our carbon footprint at our only business location, which 
is our leased head office space in Calgary, Alberta. We set an absolute target to lower our 
emissions by 50% by 2025 using a location-based aggregation approach. From 2017,  
we have seen significant reductions in our Scope 2 emissions, primarily driven by LED 
lighting and building equipment upgrades. We continue to engage with our building  
to achieve further reductions. 

To further demonstrate our commitment to lower greenhouse gases, we purchase green 
renewable energy to offset the total amount of PrairieSky’s Scope 1 and  
Scope 2 emissions.

We set an absolute target to  
lower our emissions by 50% by 2025  
using a location-based aggregation approach.

Metrics and Targets

Disclose the metrics and targets used to assess 
and manage relevant climate-related risks and 
opportunities where such information is material. 

Describe the targets used by the organization to 
manage climate-related risks and opportunities 
and performance against targets.
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Greenhouse Gas Emissions Units 2017 2018 2019 2020 Verification(2)

Scope 1 (location-based)(1) metric tons CO2e 127.5 144.0 137.4 143.5 PwC

Scope 1 (market-based)(1) metric tons CO2e 127.5 144.0 0.0 0.0 PwC

Scope 2 (location-based)(1) metric tons CO2e 415.7 386.3 315.9 279.8 PwC

Scope 2 (market-based)(1) metric tons CO2e 415.7 386.3 0.0 0.0 PwC

Scope 3 emissions – Business Travel metric tons CO2e Not 
recorded 15.7 32.1 6.0 PwC

Scope 3 emissions – Employee 
Commuting metric tons CO2e Not 

recorded 76.0 59.5 28.6 PwC

(1) PrairieSky has one business location, its head office location in Calgary, Alberta. 
(2) �PricewaterhouseCoopers LLP has provided limited assurance over indicators marked PwC. Verification of the data reported and assumptions made can be found in the 2020 PwC assurance 

statement on our website. Where data was verified, it was for the years 2020 and 2019. Verification of the 2018 information can be found in the 2019 PWC assurance statement. 

Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas 
(GHG) emissions, and the related risks.
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Certain information contained in this 2021 TCFD Report may constitute forward-looking statements within the meaning of applicable 
securities laws, including, but not limited to, statements regarding PrairieSky’s plans to continue to look for ways to reduce our 
impact on the environment, monitor potential and existing operator behavior, monitor the impacts of oil and gas operations on the 
environment, and initiatives to continually develop our environmental, social and governance disclosures and TCFD reporting. This 
2021 TCFD Report also includes statements relating to the potential causes and impacts of climate change including on economies, 
the oil and gas industry and communities in which PrairieSky and our business partners operate, and strategies to mitigate and 
adapt to climate-related risks and opportunities, including investments in clean technology, CCUS and energy transition projects, 
including geothermal, some or all of which may not materialize in part or at all. The forward-looking information contained in this 
2021 TCFD Report is included to assist our stakeholders in understanding the ways we intend to address climate-related risks and 
opportunities. This information may not be appropriate for other purposes. Forward-looking statements are typically identified by 
words such as “believe”, “expect”, “foresee”, “forecast”, “anticipate”, “intend”, “estimate”, “goal”, “plan” and “project” and similar 
expressions of future or conditional verbs such as “will”, “may”, “should”, “could” or “would”.

By their very nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties, 
which give rise to the possibility that our predictions, forecasts, projections, expectations or conclusions will not prove to be 
accurate, that our assumptions may not be correct and that our strategies to mitigate and adapt to climate-related risks and 
opportunities will not be achieved. We caution readers not to place undue reliance on these statements as a number of risk factors 
could cause our actual results to differ materially from the expectations expressed in such forward-looking statements. These 
factors – many of which are beyond our control and the effects of which can be difficult to predict – include credit, market, liquidity 
and funding, insurance, operational, regulatory compliance, strategic, reputation, legal and regulatory environment, competitive 
and systemic risks and other risks discussed in the risk sections of our Annual Information Form and Management’s Discussion and 
Analysis for the year ended December 31, 2020,  both of which are available at www.prairiesky.com. PrairieSky is also subject to 
significant risks associated with changes to legal and regulatory frameworks. As certain provinces and other levels of government 
explore and expand legislation related to energy transition opportunities, including development of CCUS projects and other 
minerals, additional risks associated with clear and effective coordination with existing land and tenure rights may materialize, 
which could in turn have an impact of PrairieSky. This could include, but is not limited to, economic truncation of existing planned 
hydrocarbon projects and/or sterilization of lands. As this point in time it is difficult to measure and quantify those risks to 
PrairieSky. We caution that the foregoing list of risk factors is not exhaustive and other factors also could adversely affect our results. 
When relying on our forward-looking statements to make decisions with respect to us, investors and others should carefully consider 
the foregoing factors and other uncertainties and potential events. Please refer to PrairieSky’s most recent Annual Information 
Form and Management’s Discussion and Analysis both of which are available at www.prairiesky.com for a detailed discussion of 
the material assumptions and risks associated with the forward-looking statements. The forward-looking statements contained 
herein are made as of the date of this document, and except to the extent required by applicable securities laws and regulations, 
PrairieSky assumes no obligation to update or revise forward-looking statements made herein or otherwise, whether as a result of 
new information, future events, or otherwise. The forward-looking statements contained in this document are expressly qualified by 
this cautionary note.

Caution Regarding  
Forward-Looking Statements

http://www.prairiesky.com
http://www.prairiesky.com
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