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Taskforce on Climate related Financial Disclosures (TCFD)  

Following a review of the TCFD recommendations completed in 2019, we’ve made changes to our governance approach to climate related risks and opportunities 
assessment, communication of climate related risks, and consequential disclosures.   

These changes have resulted in key climate risks and opportunities being considered more regularly by our management team and by the Board through the Board 
Operational Risk and Sustainability Committee (ORSC). Specific changes made as a result of this review include: 

- More regular consideration of climate change issues in staff HSSE monthly meetings; 
- Addition of a climate change risk and opportunity standing item on ORS Committee agenda; 
- Additional training for Board members, including TCFD specific training 
- Consequential changes made to the corporate risk register. 
- Greater transparency around climate risk and management through public reporting following TCFD structure.  

The changes are outlined in more detail below following the TCFD structure: Governance, Strategy, Risk Management and Metrics and Targets, as detailed here in Table 1.  
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Governance 

TCFD Requirements: 

Disclose the organisation’s governance around climate-related risks and opportunities: 

• Describe the Board’s oversight of climate-related risks and opportunities; 
• Describe management’s role in assessing and managing climate-related risks and opportunities.  

Ultimately the Board of Directors has responsibility for reviewing all risks, including climate-related risk and opportunities, and ensuring these are appropriately managed 
to support delivery of our business strategy. This is stipulated in the Board Charter, including specifically under Board role and responsibilities: “Understand the material 
risks faced by the Company and ensure the Company has appropriate risk management strategies and control measures in place and is actively managing these”.  The 
process by which the Board and its sub-committees considers risks is informed by the New Zealand Oil & Gas’s Risk Management System (RMS) Framework. The RMS aligns 
with International Standard ISO 31000 Risk Management - Principles and Guidelines and meets the requirements of the ASX  Corporate Governance Principles and 
Recommendations, Principle 7: Recognise and Manage Risk. 

Our Board’s Operational Risk and Sustainability Committee (ORSC) Charter outlines the committee’s specific responsibilities including, amongst other things:  

• Monitoring the performance and effectiveness of, and compliance with, the Company’s Risk Management Framework and review the adequacy of risk controls. 
• Set, review and agree policies, practices, frameworks and targets, including performance against these, as recommended by management, including but not 

limited to: Sustainability performance framework, targets and reporting; Community and Iwi engagement; Environmental policies and programmes including 
Climate Change responses. 

Our management team is responsible for identifying, assessing and managing risk and reporting this to the Board through the ORSC.  There are two main processes in place 
to identify and assess risks. First, the Risk Owners, actively identify, manages and refresh their risks continuously; and the management team reviews the corporate risk 
framework including the risk register, regularly.  This is reported to the ORSC. Secondly the staff Health, Safety and Environment committee meets weekly and more 
formally monthly. The focus of that committee is to identify and review HSE incidents (actual or potential) and where appropriate feed these into the Risk Register. Both 
staff committees include members of our Management team. Members of our Management Team, including Chief Financial Officer and General Counsel also undertook 
TCFD training in 2019. 

At an operational level, responsibility for day-to-day oversight of climate risk and opportunity including managing climate objectives and targets that sit within our 
Sustainability Framework, rests with our General Counsel. 
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All corporate Charters and policies are on our website nzog.com under Investors/Corporate Governance. 

This governance process is outlined in the graphic below.  

 

 
Relevant TCFD Governance Target: Deliver training to ensure Board and Management are cognisant of and practicing their fiduciary duties around climate change risk. 
 

Board of Directors
• Board Charter
• New Zealand Oil & Gas Risk Management System
• ISP 31000 Risk Management
• NZX Listing Rules and Corporate Governance Code e.g prinicple 6 - Risk Management
• ASX Corporate Governance Principles eg 7 Recognise and Manage Risk
• reviews Risk analysis received from HSSSOR and adjusts strategy accordingly

Board Operational Risk and Sustainability Committee (ORSC)
• Reviews risks annually including changes derived from Risk Owners and the management 

team
• Reports risk and opportunities to Board

Staff Health, Safety and Environment Committee
• meets weekly and monthly to identify and review HSE incidents (actual or 

potential) and where appropriate feed these into the Risk Register.

Management team
• regularly to review risks and update Risk Register.
• Report Risk Register to ORSC Committee
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Strategy 

 
TCFD Requirements 

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

a) Describe the climate related risks and opportunities the organisation has identified over the short, medium and long term; 

Risks, opportunities and mitigations are outlined in Table 1 below (under Risk). 

b) Describe the impact of these risks on businesses, strategy and financial planning; 

Global preference for gas: There is consensus across all reputable modelling and projections, including the well-regarded World Energy Outlook produced by the 
International Energy Agency (IEA), that global energy demand will increase by a quarter to a third over the next 20 years. This demand will be met by renewables 
increasing at pace, along with a slower, but still increasing, oil and gas proportion. This includes in the IEA ‘sustainable energy’ scenario where policy/market 
mechanisms are in place to meet 1.5 degrees – i.e. a low carbon economy.  

In an export scenario, the market for New Zealand’s gas is Asia- (including China, India, Japan and South Korea). This is a growing market. The IEA (International Energy 
Agency’s) World Energy Outlook projects more than two-thirds of global oil and gas imports will flow to Asia by 2040. These imports will replace what would 
traditionally be coal-fuelled electricity, or coal used to create methanol, with cleaner natural gas.  There is a large gap in energy supply for Asia that will not be filled 
with renewables, even with the expected massive growth in renewable energy.  The opportunity is to avoid some of the likely expansion of coal by increasing the 
supply of gas. Bringing this gas to market is a clear strategy of ours.   

We anticipate increasing regulation and ultimately a (meaningful) price to be put on carbon, limits on emissions or other tax or levy mechanism to restrict emissions 
and encourage renewable update. In anticipation of this we are considering issues and options relating to pricing of carbon to account for this trajectory. We’re looking 
in to 1. applying shadow carbon price to understand the potential impact of a carbon charge; and 2. Investigate the application of an internal levy to fund carbon 
mitigation projects. This work will be undertaken in 2020. 
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c) Describe the resilience of the organisation’s strategy, taking into consideration different climate related scenarios including a 2degC or lower 
scenario.   

Whilst we do not have the resources to do our own modelling, we keep up-to-date with trends and issues identified in the International Energy Agency’s World 
Energy Outlook, and models produced by other industry leaders such as the BP Energy Outlook. We also input to domestic energy analysis including the Business 
Energy Council of New Zealand’s energy outlook scenarios.  To further support our modelling assumptions, we seek information from our JV partners and potential 
commercial opportunities relating to management of climate change risk, including scenario analysis where undertaken, following the structure of TCFD. This 
investigation should alert us to climate change risk and opportunities across the jurisdictions we are active in.  

 
Our strategy, which focuses on exploration and production in gas/lighter hydrocarbon fields, aligns with this modelling, including the IEA’s World Energy Outlook 
(WEO) 2018 ‘Sustainable Development’ scenario (i.e. low carbon, compatible with Paris targets) which projects that fossil fuels will account for 60% of energy 
sources. This is detailed in the WEO Table below. Under this scenario gas is an important lever to push out the use and future development of coal, which has 
significantly higher carbon emissions and worse health impacts due to high particulates.  
 
By continuing to deliver gas/lighter hydrocarbon to the market, particularly in Asia, we are helping provide the essential downward pressure and security of supply 
required to displace coal (and the poorer health outcomes and higher emissions that go with it).  

            
Table 1: World Energy Outlook 2018, page 38. 

 
 

One implication of our strategy to work across increasingly 
wide-ranging jurisdictions is a corresponding increase in air 
travel by our people.  
 
Whilst our corporate head office impact remains relatively 
low, our emissions from air travel are reasonably high in 
comparison.  
 
Accordingly, we have adopted a new practice of offsetting 
emissions from corporate air travel. We will also invite our 
joint venture partners to join us in this practice.   
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Risk Management 

 
TCFD Requirements 

Disclose how the organisation identifies, assesses and manages climate-related risks: 

• describe the process for identifying and assessing climate risks; 
• describe processes for managing climate risks; 
• describe how processes for identifying, assessing and managing are integrated into overall risk management. 

Following a review in 2019 we have made some adjustments to our risk management process to provide for more deliberate identification, consideration and management 
of climate change risks.   

Risks are identified on an ongoing basis, with consideration given to industry and peer discussion, shareholder and community feedback, regulatory changes, and input 
from our own employees.  Risk are incorporated into our Corporate Risk Register and assessed with respect to their consequence and control measures. This process is 
described in the Governance section of this report.   

Primary risks to New Zealand Oil & Gas from climate change fall into the following broad categories: Policy and Legal, Physical (acute and chronic), Financial, Social/political, 
and Technological. All these risks have potential financial and operational implications due to lost profitability and increased delays.  

A summary of the main risks and mitigations, and their time horizon short, medium or long-term1, and the strategy response to these is included in Table 1 below: 

Risk type Description Time 
horizon 

Mitigation  

N
on -physical risks  

Policy and 
legal risks 
 

Litigation against companies and/or directors on climate grounds (claiming 
causation or seeking greater action to mitigate effects) could have reputational, 
development and operating cost impacts. 
 
Changing regulations including bans and restrictive regulations across all 
jurisdictions risk viability of projects 

s,m,l 
 
 
 
s,m,l 

Robust internal processes 
 
Ensure Board and Management are cognisant of and practicing their 
fiduciary duties around climate change risk. 
 
Update internal processes including DD screening of commercial 
opportunities and JOA processes to identify and manage climate risk, 
following the structure of TCFD.  
 

 
1 We have considered the following time horizons: short – 0-5 years, medium 5-10, long 10+ years. 
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Monitor the jurisdictions in which we undertake activities. Look to 
invest in a number of jurisdictions to mitigate changes to any 
individual regulatory environment. 
 
Actively participate in New Zealand’s environmental regulation 
framework through our industry advocacy body PEPANZ. 
 
Further develop evidence around environmental business case for 
role of natural gas in supporting a low-carbon future.  

Risk type Description Time 
horizon 

Mitigation  

Reputational 
and social 
license risks  
 

Climate concerns lead to increased stakeholder disengagement and 
oppositional activism, leading to loss of social license which could cause project 
delays or stoppages with consequential financial cost.  
 
Recruitment and retention risks as employees face increasing pressure relating 
to climate impacts. 
 
Risk of partner misalignment (e.g. divergent approaches to carbon 
management) 
 

s,m,l 
 
 
 
s,m,l 
 
 
s,m,l 

Strengthen corporate environmental performance through 
Sustainability Framework, report value-add more prominently to 
attract and retain skilled energy professionals (long term = energy 
solutionists) 
 
Update internal processes including DD screening of commercial 
opportunities and JOA processes to identify and manage climate risk, 
following the structure of TCFD.  
 

Financial risks 
 

Divestment movement increases, negatively affecting availability and cost of 
capital. 
 
Insurance premiums increase. Some assets become uninsurable. 
 
Capital cost increases as suppliers meet new environmental standards. 
 
Carbon pricing adopted across (or inconsistently between) jurisdictions, 
favouring lower-carbon sources – potentially leading to stranded 
assets/reserves. 

s,m,l 
 
 
s,m,l 
 
m,l 
 
s,m,l 

Adopt an internal price on carbon to understand the implications of 
carbon price changes, to inform investments, and manage the risks 
and opportunities this presents. Seek to align with JV partner 
approaches to achieve consistency in analysis.  
 
Update internal processes including DD screening of commercial 
opportunities and JOA processes to identify and manage climate risk, 
following the structure of TCFD. Undertake assurance relating to 
insurance forecasts. 
 
Foster and maintain strong relationships with lending institutions, 
including robust reporting on ESG matters. 
 
Looks at jurisdictional diversification to avoid impact of sudden, 
unilateral changes, by order or decree.  
 

Phys
ical 
risks  

Acute  
& 
Chronic 

Our physical assets – typically gas production plant- may be subject to increased 
frequency and intensity of extreme weather events such as storms, flooding, 

m,l Active and valued joint-venture partner 
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coastal inundation, lack of water availability, slips etc. These impacts are likely 
to vary between the different jurisdictions we operate across.  
 
Offshore drilling and production can be delayed by increases in storm events 
e.g. increasing waiting-on-weather down-time or shut-downs, which could have 
a significant operational cost. Both aspects could have impacts on supply chains. 
 

Support JV activities giving effect to NZOG and partner carbon policy 
and risk management processes, including facilitating discussion of 
climate aspects including strategic and operational aspects.  
 
For example: mitigation of operational emissions (flaring, fugitive 
emissions, incorporate of renewable energy on site etc), and 
embedding internal procedures to ensure potential climate impacts 
are considered in development design. 

O
pportunities  

Commercial 
 
 
 
 
 
 
 
 
Reputational 

The global move away from high carbon emitting (and poorer health outcome) 
energy sources such as coal and towards natural gas as a lower carbon partner 
to renewables presents strong market opportunities for New Zealand Oil & Gas. 
Our role as non-operator but active JV partner presents opportunities to 
partner with and provide greater support for our joint venture partners in 
pursuing low carbon innovations on site, including addressing fugitive 
emissions. Also, as our corporate strategy evolves there may be commercial 
opportunities relating to lower carbon innovation that will be pursued.  
 
A further opportunity includes partnering with local communities to support 
low carbon initiatives.  
 

s,m,l  
Support JV activities giving effect to NZOG and partner carbon policy 
and risk management processes, including facilitating discussion of 
climate aspects including strategic and operational aspects. 
Review opportunity set to broaden exposure to lower emission 
possibilities, where New Zealand Oil & Gas has, or could realistically 
develop, competitive strengths. 
 
Further develop, evidence and communicate the environmental 
business case for gas displacing coal in SE/Asia. 

 
 
 
Opportunities 
The global move away from high carbon emitting (and poorer health outcome) energy sources such as coal and consequent growth of natural gas as a lower carbon partner 
to renewables presents strong market opportunities for New Zealand Oil & Gas. Our role as non-operator but active JV partner presents opportunities to partner with and 
provide greater support for our joint venture partners in pursuing low carbon innovations on site, including addressing fugitive emissions. Also, as our corporate strategy 
evolves there may be commercial opportunities relating to lower carbon innovation that will be pursued.  

A further opportunity includes partnering with local communities to support low carbon initiatives.  

Relevant TCFD Targets for 2020:   

Update internal processes including DD screening of commercial opportunities to identify and manage climate risk, following the structure of TCFD. [by end FY 19/20] 

Adopt practice of offsetting emissions from corporate flights, annually, starting with offsetting of 2018-19 emissions (308tCo2e) 
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Metrics and Targets 

 
TCFD Requirements  

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

Targets 

• Disclose the metrics used by the organisation to assess climate related risks and opportunities in line with its strategy and risk management process.  
• Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas emissions, and the related risks. 
• Describe the targets used by the organisation to manage climate-related risks and opportunities and performance against targets. 

 

Our scope 1 emissions2 comprise our 4% holding in the Kupe production station. This is reported annually in our Annual Reports.   

Our Scope 2 emissions from power purchased for our head office are at such a low scale we consider a reduction target for this aspect would not be a sufficiently 
meaningful use of resources. NZOG will review appropriate basis for an emissions targets once it commences significant exploration and/or other operational activities, in 
tandem with the operations joint venture. 

Historically we have not reported Scope 3 emissions. However, as noted above one implication of our strategy to work across increasing wide-ranging jurisdictions is a 
corresponding increase in air travel by our people. Whilst our corporate head office impact remains relatively low, our emissions from air travel are reasonably high in 
comparison. Accordingly, we have adopted a new practice of offsetting emissions from corporate air travel.   
 

 

 

 

 

 
2 Emissions relate to New Zealand Oil & Gas operated activities, which currently include corporate office activities only. Kupe emissions are included because they are material. Emissions 
from Cue Energy are not included in this statement. 
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Targets 

Our targets for 2019-20 reflect our current level of activity and the current size of the business. We believe these targets represent the most impactful way we can support 
climate change mitigation: 

Focus Area Target Impact/UNSDG Measured by Details  
Change internal 
processes to 
better account 
for carbon risk 

2 Investigate the strengths, weaknesses, opportunities and 
threats of employing two distinct carbon price mechanisms: 1. 
Applying shadow carbon price to understand the potential 
impact of a carbon charge; and 2. To apply an internal levy to 
fund carbon mitigation projects. With the aim of ultimately 
helping NZOG manage its carbon footprint [by end FY 19/20] 
 
3 Undertake regular scanning of climate change regulatory or 
market implications on short/medium term across operational 
jurisdictions, reported to the Board.  
 
4. Deliver training to ensure Board and Management are 
cognisant of and practicing their fiduciary duties around 
climate change risk. 
 

  
Carbon priced to favour lower 
emitting investments 

 
Management reporting 
to HSSSOR and Board 
relating to climate 
change risks. 
 
Delivery of TCFD 
training module to 
Board and 
Management in 2020 

For example internal/shadow carbon 
price in development scenarios, 
aligned with JV partner’s approach, 
included in commercial project 
analysis, presented to Board. 
 

Mitigate the 
company’s 
operational 
emissions 
through a new 
company 
environmental 
contribution/tree 
planting 
programme, 
established by 
end 19/20 FY. 

5 Offset corporate emissions from corporate flights, annually, 
starting 2018-19 
 
 

  

 Increase positive 
environmental contribution to 
environmental outcomes by 
adopting a practice of offsetting 
our air travel emissions through 
planting or other low carbon 
programmes.  

Confirmation of offset 
of annual emissions 
from flights (tco2e 
emitted) 
 
 

Offset with Gold Standard Voluntary 
Emission Reduction units (purchased 
and retired) 
 
 

 


