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Who We Are

The Green Budget Coalition (GBC), founded in 1999, brings together fourteen leading Canadian environmental
and conservation organizations, which collectively represent over 600,000 Canadians, through our volunteers,
members and supporters.

Our Mission

The mission of the Green Budget Coalition is to present an analysis of the most pressing issues regarding
environmental sustainability in Canada and to make a consolidated annual set of recommendations to the
federal government regarding strategic fiscal and budgetary opportunities.

Our Vision

The Government of Canada contributes to securing and maintaining the environmental sustainability of
Canada through appropriate investments in environmental programs and through the adoption of appropriate
policies related to taxation, pricing and subsidies.

Objectives

e To bring together the collective expertise of leading Canadian organizations regarding the important
environmental issues facing Canada;

e To prepare and promote prioritized recommendations annually to the federal government on
policies, actions and programs whose implementation would advance environmental sustainability
and which could be reflected in the federal budget; and

¢ To monitor federal budget decisions and spending estimates and to track GBC recommendations
with a view to assessing the likely effect of budgetary and fiscal decisions on the environment and to
evaluating the GBC’s impact on fiscal policy and budgetary actions.

The GBC makes its decisions on a consensus basis.
Nature Canada hosts the Green Budget Coalition.

The GBC’s Co-Chairs are Theresa McClenaghan, Executive Director of the Canadian Environmental Law
Association, and Jim Brennan, Director of Government Affairs for Ducks Unlimited Canada.

The Green Budget Coalition sincerely thanks the Echo, McLean, George Cedric Metcalf and Salamander
Foundations for their generous financial support. The GBC’s efforts are largely funded by its members and
these foundations.
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Canada’s environment is central to Canadians’ prosperity.

Smart measures to advance environmental sustainability can simultaneously improve
Canadians’ health and wellbeing, stimulate innovation and economic opportunities,
and preserve our natural heritage for our benefit, enjoyment and as a legacy for future
generations.

The Green Budget Coalition (GBC), active since 1999, brings together fourteen of
Canada’s leading environmental and conservation organizations, representing over 600,000
Canadians, to present an analysis of the most pressing issues regarding environmental
sustainability in Canada and to make recommendations to the federal government
regarding strategic fiscal and budgetary opportunities.

The Green Budget Coalition has welcomed the Government of Canada’s progress on

the GBC'’s recommendations over recent years, including the Prime Minister’s May 2014
announcement of the National Conservation Plan, reductions in tax preferences for the
extractive industries in four of the last eight budgets, and new funding for fresh waters and
green infrastructure, particularly for First Nations communities.

However, many more federal actions are needed. Waiting to act will increase both the
urgency and the costs of action. Budget 2015 is a prime opportunity to take strategic action.

For Budget 2015, the Green Budget Coalition is recommending the Government of
Canada capitalize on prime economic, environmental and human health opportunities
by advancing on the following three strategic agendas:

1) Energy Innovation and Climate Change Leadership — an integrated agenda
to capitalize on the blossoming global clean technology industry and take
leadership on climate change;

2) Achieving Canada’s Conservation Commitments — making progress on
protecting our life support system, starting by meeting our international Aichi
biodiversity targets; and

3) Ensuring Healthy Communities for all Canadians — featuring a new
environmental health equity agenda to ensure all Canadians — including
vulnerable and disadvantaged populations — can enjoy the same level of
protection from preventable environmental health hazards.

Adopting these three agendas — each of which includes key associated recommendations,
as outlined in the following three pages — together would create significant environmental,
economic, and human health benefits for years to come.

4 Green Budget Coaltion



1) Energy Innovation and Climate Change
Leadership

The clean technology industry is one of the
fastest-growing sectors in the world, estimated
at $1 trillion and already employing more
Canadians than the oil sands. Accelerated
progress in clean energy innovation and
commercialization in Canada could capture
more of this market and lead to significant
benefits in Canadian jobs, economic activity, tax
revenues and prosperity in the coming decades.

Climate change is a critical challenge,
threatening the health and safety of present
and future generations of Canadians and
people worldwide, with the poorest being
most vulnerable. It also threatens much of our
cherished nature and biodiversity. There is a
need for ambitious action to limit warming

to 2°C, a level that Canada and a majority of
countries have adopted as a limit and beyond
which the impacts of climate disruption are
more likely to be severe and irreversible.
Fortunately, many credible analyses have
suggested that the cost of preventive measures
is much smaller than the likely costs of inaction.

To take advantage of these economic
opportunities and demonstrate global
leadership on climate change, the GBC urges
the federal government to commit to a strong
integrated energy innovation and climate
change agenda, building on actions it has
already taken, and including the following
actions:

Top Priority:

1. Continue the government’s progress on
Canada’s G-20 commitment to phase-out
inefficient fossil fuel subsidies, starting by
not providing any new subsidies to oil, gas
or mining, including liquefied natural gas
(LNG).

2. Announce and begin implementation of
a well-designed market-based price on
greenhouse gas (GHG) emissions that:
provides a sufficient incentive for innovation
and GHG emission reductions, compensates
low-income Canadians for potential increased
costs, and creates a source of revenue to
finance the other measures listed here. The
World Bank, International Monetary Fund,
Canadian Council of Chief Executives,
Canadian Chamber of Commerce, seventy-
three countries and over one thousand
companies have all publicly expressed

Recommendations for Budget 2015

support for putting a price on carbon, the
most efficient means for reducing GHG
emissions.

3. Adopt the following two strategic measures,
as part of a broader suite of actions, to help
create a more efficient Canadian energy
system, and facilitate increased use of
Canada’s clean energy sources:

a. Invest $12 million in 120 fast-charging
stations for electric vehicles around key
major urban centres.

b. Provide accelerated capital cost allowance
for expenditures on all types of tangible
stand-alone power storage assets.

4. Play a leadership role in the United Nations
Framework Convention on Climate Change
(UNFCCC) negotiations to secure global,
realizable commitments for addressing
climate change, including committing annual
funding of at least $400 million in 2015 and
2016 for climate change adaptation and
mitigation in developing countries through
such initiatives as the Green Climate Fund
and Climate and Clean Air Coalition.

Important Priority:

5. Protect Canadians and our unique
environment from increasingly volatile
weather events by:

a. Renewing and expanding adaptation
funding under the Clean Air Agenda;

b. Integrating adaptation considerations into
all infrastructure project planning and
assessment under the Building Canada
Plan.

6. Facilitate ongoing energy savings for
Canadians, and local job creation across
Canada by partnering with provinces,
territories and First Nations to create a
national home retrofit program to upgrade the
majority of homes, utilizing grants and loan-
based financing, and starting with low-income
Canadians.

Complementary to the above, the GBC supports
renewing funding for the full Clean Air Agenda
(including its Clean Air Regulatory Agenda,

clean energy, clean transportation, adaptation,

and international components), the ECOENERGY
Efficiency and Innovation Initiative, the Clean
Energy Fund, and the Major Projects Management
Office Initiative, all of whose funding is scheduled
to sunset in March 2015 or 2016.



2) Achieving Canada’s Nature
Conservation Commitments:

Protecting our life support system

In May 2014, the federal government announced
the initial phase of a National Conservation
Plan, providing welcome support for important
conservation programs, including significant
investments in private land stewardship,
through the Natural Areas Conservation
Program, in wetlands, as well as support for
marine protected areas.

Building on these initial steps, the GBC
recommends that the federal government focus
next on achieving its internationally agreed-

to 2020 conservation targets, with a particular
focus on protecting public lands and waters and
investing in science to ensure Canada’s actions
to meet our protected areas targets are effective
and efficient.

While the federal government re-affirmed

its commitment to Canada’s international
biodiversity targets (known as the Aichi
Targets), including protecting 17% of our land
and inland waters and 10% of our marine and
coastal areas by 2020, in its announcement of
a National Conservation Plan, there is not yet
any plan in place to achieve them. A roadmap
to meeting the 2020 Aichi Biodiversity Targets
is urgently needed and should be at the heart of
Canada’s National Conservation Plan.

Meeting Canada’s agreed-to international
conservation targets is a shared responsibility
of all jurisdictions in Canada, but the federal
government has a particularly important
leadership role to play, in leading a coordinated
effort to protect Canada’s biodiversity, starting
with a science-based plan to achieve the Aichi
Targets; and by implementing conservation
actions in areas of federal jurisdiction —
including federal protected areas, migratory
bird conservation, species at risk, ocean and
fisheries management and representing Canada
in international conservation agreements and
fora.

Given that governments (federal, provincial,
territorial and Aboriginal) manage about 90%
of our land base and all of our ocean estate, we
recommend a particular focus on protecting
Canada’s public land and water — a notable gap
in the first phase of the federal government’s
conservation plan.

To strengthen the National Conservation
Plan, the GBC recommends that the federal
government make the following investments in
Budget 2015:

1. Protecting Canada’s public land and water:
$100 million per year to deliver on the
federal government’s areas of responsibility
in meeting Canada’s international target
of protecting at least 17% of our lands and
freshwater and 10% of our oceans by 2020:

* National Parks: $40 million per year
ongoing to advance the development
of Canada’s national parks system and
ensure Parks Canada’s science-based
conservation programs are adequately
resourced, plus a one-time investment of
$50 million for land acquisition and other
national park establishment costs.

® Environment Canada protected areas:
$40 million per year, ongoing, for
Environment Canada to create and
manage new National Wildlife Areas
and to properly monitor and manage
the existing system of National Wildlife
Areas and Migratory Bird Sanctuaries to
protect wildlife habitat.

* Conservation Science Support: $20 million
per year for five years to provide science
support for regional conservation planning
and actions with a particular focus on
advancing interconnected networks of
terrestrial and marine protected areas.

2. Species at Risk Act Implementation:
$40 million per year, for five years, to renew
federal Species at Risk Act implementation
funding currently scheduled to “sunset” in
March 2015.

As noted in the federal Environment
Commissioner’s fall 2013 report, there is
still a significant backlog in completion of
species recovery documents, as well as a
gap in development of policy tools needed
for stakeholders to understand and move
forward with their own protection measures
for species. This federal investment, a slight
increase over Budget 2012’s renewal of
previous funding, is intended to overcome
this backlog.

The GBC also encourages further federal
funding for marine protected areas, fisheries
management, migratory birds and wetlands to
ensure actions in these areas achieve Canada’s
commitments under the Aichi Targets.

Green Budget Coaltion



3) Ensuring Healthy Communities for all
Canadians,

featuring:
A. Environmental Health Equity

All Canadians should have the right to a healthy
environment, but there is increasing evidence
that disadvantaged and vulnerable communities
bear a disproportionate burden of preventable
environmental health hazards, such as pollution,
environmental degradation and the effects of
climate change.

The GBC recommends that the Government
of Canada invest in an environmental health
equity agenda, including initiatives to:

* Better understand the burden of
preventable environmental health hazards
facing disadvantaged and vulnerable
communities in Canada, as well as

inequalities in access to environmental
health benefits;

Assess the extent to which it may be
possible to intervene so that preventable
environmental health hazards do not
disproportionally affect disadvantaged or
vulnerable communities, and to ensure
equal access to environmental health
benefits; and,

Identify and implement mechanisms
to ensure that all Canadians have the
opportunity to enjoy the same level of
protection from environmental health

hazards and access to environmental
health benefits.

The Green Budget Coalition recommends a

new federal Office of Environmental Health
Equity be established to support ongoing
assessment and to champion the integration

of environmental health equity across all
relevant government departments and agencies,
programs, policies and activities.

Recommended Investment: $15 million per
year, ongoing

Ensuring healthy environments for all Canadians
will require many complementary federal actions.
The best federal budgetary opportunities to improve
Canadians’ environmental health are outlined in the
following GBC recommendations:

B. Home Radon Remediation — Amend Income
Tax Act to provide a tax credit to homeowners
incurring costs for remediating radon, the
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second leading cause of lung cancer in Canada.
Cost likely negligible.

C. Protecting Canada’s Fresh Water

The GBC recommends that the Government of
Canada build on the success of its Action Plan
for Clean Water, through a broader Canada
Water Fund, investing in the following: (all
funding figures annual, for five years)

1. Long-term watershed health:

a. Alleviating land based run-off of
pollutants and nutrients through
national, partnership-based nutrient
reduction stewardship strategy, with
Environment Canada and agricultural
industry: $100 million annually, matched
by government and non-government
partners.

b. Continuing implementation of the Great
Lakes Water Quality Protocol with
emphasis on the remaining three Canadian
Areas of Concern: $25 million/ year;

c. Aquatic invasive species:$25 million/year;

2. Building World Class Science, Capacity and
Partnership

a. Ensuring national monitoring framework
that is accessible and comprehensible.
Water quality and quantity monitoring
framework: $30 million/ year;

b. Fisheries Protection Program (FPP):
Monitoring and evaluation: $10 million/
year, and Scientific research: $25 million/
year

D. Implementing the Air Quality Management
System (AQMS) — Sustain funding for the Clean
Air Regulatory Agenda (CARA) to implement
the AQMS, including completing development
and implementation of the Multi-sector Air
Pollutant Regulations and Canadian Ambient
Air Quality Standards, and complementary
research and monitoring initiatives. Early
renewal at Budget 2011 level, of $126 million/
year, this time ongoing.

E. Chemicals Management Plan (CMP) -
Sustain funding to complete assessment, and
management of substances categorized and
prioritized for action under the CMP by 2020,
as required by the Canadian Environmental
Protection Act, 1999. Early renewal, at

$100 million per year, for five years.



F. Green Infrastructure for First Nations —
Integrate green infrastructure thinking into the
programs and policies needed for planning and
updating First Nations communities. Invest in
water and wastewater systems ($400 million/
year) and energy efficiency for residential

($24 million/year) and commercial buildings
($20 million/year).

This document also includes cross-cutting
recommendations on the importance of
strengthening science capacity, greening
Canada’s economy, subsidy reform and
environmental pricing, and measuring
ecological goods and services.

Adherence to the “polluter pays” principle? is
central to fairness for Canadians and Canadian
businesses, including to level the “fiscal playing
field” for natural resources. The GBC was

thus pleased that the Government of Canada
incorporated the polluter pays principle into
parts of Bill C-22, the Enerqy Safety and Security
Act,® and encourages the government to apply
the polluter pays principle consistently across all
relevant legislation and contexts. (See Levelling
the Fiscal Playing Field for Natural Resources:
Subsidy Reform and Environmental Pricing and
Liability Rules for the Arctic Offshore, Nuclear
Power, and Rail Freight Transportation, later in this
document.)

Making science and science capacity a priority
is fundamental to the Government of Canada’s
ability to advance Canadians’ economic
prosperity, health, and quality of life, by
understanding the underlying building blocks
of the ecosystems and natural resources on
which they depend. Adequate science must
remain the basis for informed decision-making
in addition to effectively supporting the
Government of Canada’s statutory obligations.
Recommendations on science are woven
throughout this document.

The GBC’s recommendations are chosen for
their environmental importance and political

N}

timeliness. They represent only a portion of
the actions needed to achieve comprehensive
environmental sustainability for Canadians.

In particular, Canada’s economy plays a critical
role in facilitating healthy lives and prosperity
for Canadians, but also causes a large amount of
pollution and other environmental degradation
and resource depletion. As such, improving the
environmental impact of Canada’s economy,*
often termed “greening Canada’s economy,” is a
fundamental and necessary aspect of achieving
environmental sustainability in tandem with
prosperity for Canadians. In broad terms,
Canada’s economy can be “greened” in two
ways: by reducing the environmental intensity
(or negative impacts per ‘unit of production’) or
risks of economic activity, and by reducing the
absolute level of economic activity, in both cases
particularly for significantly environmentally
damaging or risky activity such as major
resource projects. (Many of this document’s
recommendations would help green Canada’s
economy. See, to start, Greening Canada’s
Economy).

The Green Budget Coalition believes strongly
that adopting the recommendations in this
document will be invaluable for providing
Canadians with a healthy environment,

a thriving, sustainable economy, and the
opportunity to live healthy lives today and
far into the future. For this reason, we expect
to continue refining and promoting these
recommendations until they are adopted.
Feedback and suggestions are welcome.

For further information, please contact:

Andrew Van Iterson

Manager, Green Budget Coalition
avaniterson@greenbudget.ca
613.562.8208 EXT 243

- In Budget 2005, the Government defined “polluter pays” as meaning that “the polluter should bear the costs of activities that directly or

indirectly damage the environment. This cost, in turn, is then factored into market prices.” [http:/ /www.fin.gc.ca/budget05/bp/bpade.
htm] On May 29, 2007, as Environment Minister, the Hon. John Baird re-affirmed the government’s commitment to this principle by tell-
ing the House of Commons Standing Committee on the Environment and Sustainable Development that the government “believes that
the polluter should pay.” http:/ /www.parl.gc.ca/ HousePublications / Publication.aspx?Docld=2977081&Language=E&Mode=1

5 http:/ / www.parl.gc.ca/LegisInfo/BillDetails.aspx?Language=E&Mode=1&billld=6392558
* Improving environmental impacts can entail reducing environmentally-damaging activities or increasing environmentally-restorative

activities.
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to Environmental Sustainability
and the Green Budget Coalition’s Annual
Recommendations

Canada is home to a combination of biological and cultural diversity, a high standard of
living and quality of life that is the envy of the world.

Environmental sustainability, at its core, is directed to preserving this diversity, wealth, and

quality of life.

Environmental Sustainability

In essence, environmental sustainability in Canada
has three primary overlapping objectives:

1) Ensuring that current and future generations
of Canadians have access to the environmental
goods and services, and key infrastructure
- such as clean air, clean water, a stable
climate, healthy soil and food supplies,
energy sources, efficient transportation
systems, and recreational opportunities — that
are fundamental to living a healthy and
prosperous life;

2) Preserving marine and terrestrial
biodiversity, wild species and spaces, robust
living systems in Canada, including terrestrial
and marine protected areas, species at risk,
wetlands, grasslands, and migratory birds;
and

3) Taking responsibility for global
sustainability, starting from a perspective
of “do no harm” — ensuring that actions in
Canada (including products we purchase
and energy we consume) do not impede the
ability of others beyond our borders to live
healthy lives and achieve environmental
sustainability in their own regions - while
striving to assume a leadership role in pursuit
of global environmental sustainability.

Recommendations for Budget 2015

On an increasingly interconnected planet,
environmental sustainability can only truly be
achieved on a global scale.

Within these three areas are numerous inter-related
aspects including (but not limited to) issues related
to energy (efficiency, renewables, extraction, refining,
transportation), climate, greenhouse gases, smog,
biodiversity, air, fresh water, soil, agriculture, healthy
and affordable food, forests, wetlands, grasslands,
protected areas, private lands, urban and inter-city
transportation systems, toxics, waste, pollution,
environmental health equity, specific challenges

in rural, remote, and First Nations communities,
lifestyles, poverty, population, diverse ecosystems
and climate regions, and culture.

It is worth noting that, in much of the world,
environmental sustainability is typically considered
(and addressed) under a broader objective of
“sustainability” including economic and social
priorities such as development and equity issues

in line with the United Nations” Millennium
Development Goals. Reducing extreme poverty is a
key to advancing environmental sustainability at a
global level. Economic activity in wealthier countries
results in significant beneficial and negative impacts
on poorer global citizens, helping to create economic
opportunities, but also leading to increased pollution
and further depleting non-renewable resources.



Achieving Environmental Sustainability in Canada

Achieving environmental sustainability in Canada
will require the use of numerous tools and strategies,
including funding, environmental pricing, subsidy
reform, regulations, leadership, coordination,
domestic and global diplomacy, behavioural change,
and redefining measures of societal success.

Similarly, to successfully advance environmental
sustainability in Canada will require actions by all
levels of governments, businesses, civil society
organizations and individuals across Canada, often
in concert. However, it should be emphasized that,
of all these institutions and individuals in Canada,
the federal government has the greatest role to play,
in fulfilling its responsibilities and in playing an
active leadership role, domestically and globally.

The Federal Budget

The federal budget itself is the most important
annual federal policy document regarding the
environment, and is a critical element in achieving
environmental sustainability for Canadians.
Federal funding is necessary for effective federal
environmental protection programs, for provincial
and municipal infrastructure, and federal tax policy
plays a pivotal role in influencing economic activity
and related resource and pollution impacts.

Green Budget Coalition’s Annual Budget
Recommendations Document

Understanding this importance, the Green Budget
Coalition’s members work together to provide the
federal government with one set of well-researched,
constructive, prioritized recommendations for each
annual federal budget. In this document, we strive to:

e Highlight key priorities for the upcoming
budget, balancing environmental importance
with current political salience;

e Provide input on the breadth of environmental
budget issues being considered within the
current federal budget cycle, including funding
scheduled to sunset in March 2015 and 2016;
and

e Outline promising opportunities that merit
further consideration.

The GBC has a longstanding commitment to
ecological fiscal reform, to embedding environmental
values - particularly the ‘polluter pays’ principle -
into fiscal policy through environmental pricing and
subsidy reform measures, in order to level the “fiscal
playing field” for natural resources, and increase
fairness for Canadians and businesses.
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With a federal budget surplus being forecast, and
Canada facing key international commitments on
climate change and biodiversity, the GBC chose
this year to develop three comprehensive agendas,
regarding:

1) Energy Innovation and Climate Change
Leadership,

2) Achieving Canada’s Nature Conservation
Commitments, and

3) Ensuring Healthy Communities for all
Canadians.

Each agenda incorporates or is associated with a
series of related recommendations, as summarized in
the Executive Summary.

Opverall, the document incorporates a range of
elements including relatively low-cost strategic
measures that could likely be implemented relatively
easily (such as tax measures for energy storage and
radon remediation, and funding for conservation
science and electric vehicle infrastructure), renewals
and improvements of current funding for existing
programs (including species at risk, clean air,

and a number of energy programs), and broader
recommendations that could create more far-reaching
benefits (such as carbon pricing, environmental
health equity, and a partnership-based nutrient
reduction strategy for Canada’s watersheds).

The GBC’s recommendations are chosen for their
environmental importance and political timeliness.
They represent only a portion of the many actions
needed to achieve comprehensive environmental
sustainability for Canadians.

This document represents the culmination of
many years of research and consultation with
parliamentarians, senior government officials and
other stakeholders, including a series of meetings
earlier this fall with deputy ministers to discuss
our preliminary recommendations. Feedback and
suggestions are always welcome.

Green Budget Coaltion



Energy and Clzm'ate

featurmg
An Integrated Agenda
for Accelerating Energy
Innovation and
Climate Change
Leadership
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The clean technology industry is one of the fastest-growing sectors in the world, estimated
at over $1 trillion® and to be growing at a rate of 10-20% annually. As of 2012, there were
already more clean energy jobs in Canada than in the oil sands.® Accelerated progress

on clean energy innovation and commercialization in Canada could capture more of this
market and lead to significant benefits in Canadian jobs, economic activity, tax revenues and
prosperity in the coming decades. Equally important, such progress could play a key role in
accelerating progress, in Canada and globally, on mitigating” dangerous climate change.

Climate change is a critical challenge, threatening the health and safety of present and future
generations of Canadians and people worldwide, with the poorest being most vulnerable.

It also threatens much of Canada’s (and our planet’s) cherished nature and biodiversity.
There is a need for ambitious action to limit warming to 2°C, a level beyond which the
impacts of climate disruption are more likely to be severe and irreversible, and the level that
Canada and a majority of countries have adopted as a limit on global warming. As one of
the world’s wealthier nations, with one of the highest rates of per capita emissions, Canada
has both a responsibility and an opportunity to play a leadership role, in limiting dangerous
climate change and in helping Canadians and other global citizens adapt to its impacts.

Fortunately, many credible analyses have suggested that the cost of preventive measures is
much smaller than the likely costs of inaction.® For example, the Intergovernmental Panel
on Climate Change (IPCC) recent report stated that the potential co-benefits and positive
effects of emission reductions, such as improved human health and ecosystems, sufficiency
of resources, and increased energy security, outweigh the potential costs.

The federal government has taken a number of notable steps to promote clean energy
innovation and action to tackle climate change. These include funding for Sustainable
Development Technology Canada, past funding for global climate finance and the
ecoENERGY suite of programs, reducing subsidies to the extractive industries, and
regulations on greenhouse gas emissions in the transportation and coal-fired electricity
sectors. There are still many opportunities in clean energy and much action needed on
climate change.

® Analytica Advisors, 2013 Canadian Clean Technology Industry Report,
http:/ / analytica-advisors.com/sites/ default/ files/ CCTIR_2013%20Prospectus.pdf

¢ Clean Energy Canada, A Paycheque Reality Check: Clean Energy Jobs Stack Up Against Oil Sands Jobs, http:/ / cleanenergycanada.
org/2014/10/ 03/ paycheque-reality-check/. Sources: Analytica Advisors’ 2014 Canadian Clean Technology Industry Report, the Pembina In-
stitute’s briefing note The Cross-Canada Impacts of Developing the Oil and Gas Industry of the Energy Sector, and Petroleum Human Resources
Council of Canada’s report The Decade Ahead: Labour Market Outlook to 2022 for Canada’s Oil and Gas Industry.

7 Mitigation (of climate change) refers to “[a] human intervention to reduce the sources or enhance the sinks of greenhouse gases (GHGs)”,
IPCC 2014, Final Draft, Annex I, Glossary,
http:/ / report.mitigation2014.org/ drafts/ final-draft-postplenary /ipcc_wg3_ar5_final-draft_postplenary_annex-i.pdf

8 See, for example: Risky Business: The Economic Risks of Climate Change in the United States, June 2014,
http:/ / riskybusiness.org/report/ overview / executive-summary; TD Economics; and Natural Catastrophes: A Canadian Economic Per-
spective (April 2014), http:/ / www.td.com/document/PDF / economics/special / NaturalCatastrophes.pdf
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Environment Canada’s most recent projections conclude that under current conditions,
Canada’s emissions will reach 734 million tonnes (Mt) by 2020 and miss our national GHG
reduction target (of 612Mt) by 122 Mt.°

Opportunities for innovation and emissions reductions exist across the Canadian economy.
As the government has already enacted GHG regulations in the transportation sector, and
adopted measures for coal-fired electricity generation that take effect in 2015, the oil and

gas sector is by far the largest “piece of the puzzle” that remains to be addressed. This

sector accounted for 24.7 per cent of Canada’s total emissions in 2012, and the oil sands in
particular are Canada’s fastest-growing source of GHG emissions. After oil and gas, the next
largest emitting sectors in Canada are transportation, electricity and buildings, with those
four sectors collectively representing about 72% of Canada’s emissions in 2012."

There are a number of federal budgetary measures that are key to driving progress on both
energy innovation and climate change.

The Green Budget Coalition thus urges the federal government to commit to a strong, integrated
energy innovation and climate change agenda including the following actions (all of which are
detailed in the following pages). Implementing even a few of these recommendations will
lead to significant economic and environmental benefits. Waiting to act would likely reduce
the opportunities related to clean technology and will almost certainly increase the costs
related to climate change.

Top Priority:

1. Continue the government’s progress — in four of the last eight budgets — on Canada’s
G-20 commitment to phase-out inefficient fossil fuel subsidies, starting by not
providing any new tax or other fiscal subsidies to oil, gas or mining, including
liquefied natural gas (LNG) for export.

2. Announce and begin implementation of a market-based fee on greenhouse gas
emissions (a “carbon price”) that: becomes economy-wide, starts at a modest level,
rises predictably, provides a sufficient incentive for innovation and GHG emission
reductions, compensates low-income Canadians for increased costs, and creates
a source of revenue to finance the other measures listed here. The World Bank",
International Monetary Fund,'? Canadian Council of Chief Executives,’ the Canadian
Chamber of Commerce!* and more than one thousand businesses, governments,
multilateral banks, and others' have all publicly expressed support for putting a price
on carbon as the most efficient means for reducing greenhouse gas emissions.

° Environment Canada, Progress Toward Canada’s Greenhouse Gas Emissions Reduction Target, https:/ / www.ec.gc.ca/indicateurs-indi-
cators/ default.asp?lang=en&n=CCED3397-1

10 Environment Canada, National Inventory Report 1990-2012: Greenhouse Gas Sources and Sinks in Canada, https:/ /ec.gc.ca/ges-ghg/
default.asp?lang=En&n=3808457C-1&offset=4&toc=show

' World Bank, 3 June 2014, Statement, Putting a Price on Carbon, with excerpts: “The latest report from the United Nations Intergovern-
mental Panel on Climate Change makes clear the importance of putting a price on carbon to help limit the increase in global mean tem-
perature to two degrees Celsius above pre-industrial levels” and “Pricing carbon is inevitable if we are to produce a package of effective
and cost-efficient policies to support scaled up mitigation”, http:/ / www.worldbank.org/ content/ dam/Worldbank / document/ Carbon-
Pricing-Statement-060314.pdf

12 Christine Lagarde, Managing Director, International Monetary Fund, Center for Global Development, Promoting Responsible Energy
Pricing, excerpts: “Pushing ahead with energy price reform might not be easy but it will certainly be worth it — many times over.” http:/ /
www.imf.org/external /np /speeches/2014/073114.htm

13 See, for example, Canadian Council of Chief Executives, Framing an Energy Strategy for Canada, Submission to the Council of the
Federation, where the CCCE supported “A clear, nationally consistent carbon price across the economy”, http:/ / www.ceocouncil.ca/
wp-content/uploads/2012/07 / Framing-An-Energy-Strategy-for-Canada-FINAL-July-20122.pdf

4 Canadian Chamber of Commerce, Environment — Our Position (web site page, accessed 14 September 2014), says “We favour a price on
carbon”, http:/ /www.chamber.ca/advocacy /issues/environment/

15 http:/ / www.worldbank.org/en/news/ feature /2014 /09 /22 / governments-businesses-support-carbon-pricing
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3. Adopt the following two strategic measures, as part of a broader suite of actions,
that would help create a more efficient Canadian energy system, by eliminating two
barriers and thus facilitating greater use of Canada’s clean energy sources:

a. Invest in infrastructure and incentives to transition transportation demand to lower
carbon emitting alternatives (e.g., for electric vehicles).

b. Amend Income Tax Act Classes 43.1 and 43.2 to include expenditures on tangible
stand-alone power storage assets, for all types of electricity storage.

4. Play a leadership role in the United Nations Framework Convention on Climate
Change (UNFCCC) negotiations to secure global, realizable commitments for
addressing climate change, including committing annual funding of at least
$400 million in 2015 and 2016 for climate change adaptation and mitigation in
developing countries through such initiatives as the Green Climate Fund and Climate
and Clean Air Coalition.

Important Priority:

5. Protect Canadians and our unique environment from increasingly volatile weather
events by:

a. Renewing and expanding adaptation funding under the Clean Air Agenda;

b. Integrating adaptation considerations into all infrastructure project planning and
assessment under the Building Canada Plan.

6. Facilitate ongoing energy savings for Canadians, and local job creation across Canada
by funding home retrofits for low-income Canadians, and partnering with provinces,
territories and First Nations to upgrade the majority of homes, utilizing loan-based
financing.

Complementary to the above, the GBC supports renewing funding for the full Clean Air
Agenda (including its Clean Air Regulatory Agenda, clean energy, clean transportation,
adaptation, and international themes), the ECOENERGY Efficiency and Innovation Initiative,
the Clean Energy Fund, and the Major Projects Management Office Initiative, all of which
are scheduled to sunset in March 2015 or 2016.

Where any resource development is pursued, it is essential that it be done in a responsible
fashion, including strong liability regimes for Arctic offshore development, nuclear
power, and rail freight transportation, and that sufficient transparent consultation'® and
environmental assessments be undertaken beforehand.

Climate change mitigation should be made central to any discussions on a national energy
strategy, as the Canadian Premiers agreed in August 2014."”

Investing in clean energy and climate change action is key — for Canada and the world - to
successfully make the transition to a greener, low-carbon economy.

Contact:

Andrew Van Iterson

Manager, Green Budget Coalition,
avaniterson@greenbudget.ca

16 Proportional to the scale of the project and its related risks to the environment and Canadian residents.

17 On August 29, 2014, the Canadian Premiers released the following revised Vision for a Canadian Energy Strategy: “Canada is a global
leader in providing a secure, sustainable and reliable supply of energy that is delivered with a high standard of environmental and social
responsibility, consistent with efforts to reduce greenhouse gas emissions, and contributes to continued economic growth and prosperity
for all Canadians.” http:/ /www.canadaspremiers.ca/ phocadownload / newsroom_2014/energy-final2.pdf
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Recommendation Summary

The Green Budget Coalition strongly supports the Government of Canada’s efforts in
enhancing the neutrality of the tax system and rationalizing inefficient subsidies to mining
and fossil fuel extraction, on which it has made progress in four of the last eight federal
budgets. Important commitments to phase out tax preferences for the oil and gas and
mining sectors were contained in Budgets 2007, 2011, 2012 and 2013, honouring Canada’s
G-20 commitment’ and likely resulting in increased federal revenue over $400 million
annually.

By continuing this progress, Canada can continue to advance responsible resource
development while improving the neutrality of the federal tax system. The Green Budget
Coalition now offers three recommendations to the Department of Finance Canada for
doing so:"

1. Firstly, do not adopt any new tax subsidies for oil, gas or mining, including
liquefied natural gas (LNG) for export.

2. Enable Canadian Exploration Expenses (CEE) only for unsuccessful exploration.
Annual savings: Over $240 million per year

3. Do not renew the Mineral Exploration Tax Credit (METC) for flow-through shares
(mining).
Annual savings:
Budget 2014 projected $45 million per renewal (over two fiscal years)

Total Savings: More than $285 million per year, dependent on the level of resource
exploration each year and the level of new tax subsidies being requested.

Benefits for Canadians Secondly, capital spending distortions can be
attributed to preferential tax treatment, resulting in

economic losses. Enhancing the neutrality of the tax
system by bundling fossil fuel subsidy reform with
other extractive sectors supports Canada’s long-term
global competitiveness.

These measures would create both economic and
environmental benefits. Firstly, increased economic
activity attributable to tax expenditures can have

a negative impact on environmental outcomes

even when provincial and federal regulations are
respected. This decreases Canada’s natural capital,
putting into jeopardy the net benefit of the tax
expenditure.

18 Canada’s G-20 commitment is to phase-out inefficient fossil fuel subsidies over the medium-term.

19 The second and third of these recommended subsidy reforms was listed in a Memorandum from Finance Canada’s Deputy Minister to
the Minister of Finance, 18 March 2010, Subject: G-20 Commitment — Fossil Fuel Subsidies,
http:/ / pubs.pembina.org/ reports / department-of-finance-subsidies-memo.pdf
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Background and Rationale

The Government of Canada has made important
progress in enhancing the neutrality of the tax
system and rationalizing inefficient fossil fuel
subsidies, honouring Canada’s G-20 commitment,®
by phasing out tax preferences for the oil and gas
and mining sectors in four of the last eight federal
budgets. Important commitments were contained in
Budgets 2007, 2011, 2012 and 2013, likely resulting
in increased federal revenue over $400 million
annually.?!

The Green Budget Coalition strongly supports these
efforts by the Government of Canada, particularly

to remove tax expenditures to the fossil fuel
extraction industry, and therefore supports continued
commitments to reduce fossil fuel subsidies.

Most recently, Budget 2013 moved to further align
tax expenditures or deductions available for expenses
in the mining sector with those available to the

oil and gas sector, via two measures to reduce tax
preferences in the mining sector.

With Budgets 2012 and 2013 bundling fossil

fuel subsidy reform with responsible resource
development, there was positive movement to
better align tax policy with sound environmental
policy. With reasonable economic growth in the
resource sector, lowered corporate income tax rates,
and policy to streamline federal environmental
assessment procedures, the level of resource
extraction will likely continue to increase in Canada.
With increased economic activity, tax expenditures
would rise as an expanding resource sector accesses
federal tax provisions. To the extent these tax
provisions increase economic activity and lead to
adverse environmental outcomes, further enhancing
the neutrality of the tax system is a priority
recommendation for the Green Budget Coalition.

Through further tax subsidy reforms, Canada
can continue to advance responsible resource

development while improving the neutrality of the
federal tax system. The Green Budget Coalition
offers three priority recommendations for tax reform
to the Department of Finance Canada, starting by not
regressing on federal progress to date:*

1. Do not adopt any new tax subsidies for oil, gas or
mining, including liquefied natural gas (LNG) for
export.

Adopting any new subsidies for LNG would run
contrary to Canada’s commitment to the G-20 to
phase out inefficient fossil fuel subsidies and to
Canada’s efforts to reduce greenhouse gas emissions.
Furthermore, in the context of the global pathways

to deep carbonization report which indicated Canada
needs to increase the portion of our electricity
generated by wind and solar power from 2 per cent
to 27 per cent to be “consistent with the objective of
limiting the rise in global temperatures below 2°C”,%
any federal resources invested in increasing energy
production need to be invested in clean, renewable
sources. The best means to make LNG competitive
with oil and gas is to further reduce subsidies to the
oil and gas sector, not to increase fossil fuel subsidies.

2. Enable Canadian Exploration Expenses (CEE)
only for unsuccessful exploration: The CEE allows
companies to deduct 100% of their exploration
expenses from their income tax each year (in the

coal sector this includes the intangible costs of mine
development). Recognizing that some expenses
could be legitimate search costs similar to research
and development, the deductible rate could be
reclassified to only apply to unsuccessful exploration
expenses. If exploration leads to development

then the less preferential Canadian Development
Expenses (CDE) rate of 30% could be applied, at least
until this CDE is brought more in line with capital
cost allowance rates that reflect the useful life of the
asset. For oil and gas, exploratory and dry wells are
a fraction of total developed wells,*** indicating that
current exploration expenses rates could be better

2 Canada’s G-20 commitment was to phase-out inefficient fossil fuel subsidies over the medium-term.

2 Based on analysis from: Sawyer, Dave and Seton Stiebert, 2010, Fossil Fuels: At What Cost? Government support for upstream oil
activities in three Canadian provinces: Alberta, Saskatchewan and Newfoundland and Labrador, http:/ /www.iisd.org/ gsi/sites/
default/files/ ffs_awc_3canprovinces.pdf; and Budget 2011, http:/ / www.budget.gc.ca/2011 /home-accueil-eng.html

2 The second and third of these recommended subsidy reforms was listed in a Memorandum from Finance Canada’s Deputy Minister
to the Minister of Finance, 18 March 2010, Subject: G-20 Commitment — Fossil Fuel Subsidies, http:/ / pubs.pembina.org/reports/

department-of-finance-subsidies-memo.pdf

2 Sustainable Development Solutions Network (SDSN) and Institute for Sustainable Development and International Relations (IDDRI),
September 2014, pathways to deep decarbonisation, Canada chapter, www.deepdecarbonization.org

#In 2007, exploratory wells were 12% of total well completions. Statistics Canada, Oil and gas extraction, Catalogue no. 26-213-X, Ottawa:
Government of Canada, 2009. Table 2: Drilling Completions. http:/ / www.statcan.gc.ca/pub/26-213-x/2007000/ t007-eng.htm

% Between 2006 and 2013, dry wells that did not produce averaged 5% of total oil and gas wells completed, and only 2% between 2011
and 2013. The Canadian Association of Oilwell Drilling Contractors. http:/ /www.caodc.ca/sites/ default/ files/ statistics / Well%20

Counts-%20Annual%202001%20t0%202013.pdf
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aligned with the wells that are not brought into
development.

Annual savings: Over $240 million per year®

3. Do not renew the Mineral Exploration Tax
Credit (METC) for flow-through shares (mining).
Originally introduced in October 2000 to help
moderate the effect of a global downturn in
exploration in the 1990s, the METC has been
renewed every year since. The METC complements
flow-through shares,” enabling individuals who
invest in flow-through shares to claim an amount
equal to 15% of specified mineral exploration
expenses incurred in Canada and renounced to flow-
through share investors.?

The Mineral Exploration Tax Credit (METC) was
introduced as a temporary measure in 2000 to
promote investment in mineral exploration during

a decline in exploration activity caused by a low
period in the metal commodities cycle. However, this
temporary measure has been repeatedly extended,
despite subsequent increases in both metal prices
and exploration investment.

It is uncertain whether the METC has had

any significant impact on mineral exploration
expenditures, in increasing metal reserves, in

the creation of sustained economic activity, or in
boosting exploration investment during lows in

the commodity cycle. The 2009 update of Taxation
Issues for the Mining Industry® found that, in periods
of higher metal prices, tax incentives did little to
increase exploration. It also noted that in 2008, when
exploration investment dropped 46% due to the
recession and low mineral prices, the use of flow-
through shares (the investment vehicle to which the
METC is tied) also decreased by 42%.

Annual savings:
Budget 2014 projected $45 million per renewal
(over two fiscal years)®

The identification and removal of subsidies to the
extractive sector is an important and necessary
component of Canada’s transition to sustainable
economic growth and to maintaining our global
competiveness. During this time of fiscal restraint,
subsidies to the extractive sector represent an added
strain on public finances and an inefficient use of
taxpayer dollars.

Many of these tax preferences and accelerated
deductions recommended for reform date back to
the 1970s and have since outlived their original
objectives.’! Phasing out these tax preferences would
support Economic Action Plan 2013 by improving
the integrity of the tax system.

Alternative and Complementary Measures

The Commissioner of Environment and Sustainable
Development in February 2013 indicated that,
“Although the federal government provides a
significant amount of financial support to the fossil
fuel sector through tax expenditures, data capture
and availability of data remain problematic.”* This
meant the Department of Finance was unable to
estimate tax expenditures support to the sector.

The Commissioner also noted that past studies by
Finance Canada did include estimates of accelerated
deductions. Given that methods exist to collect

the necessary data and publish the size of the tax
expenditure, the GBC recommends that Finance
Canada begin to collect data and routinely publish
accelerated tax expenditure estimates for the mining
and oil and gas sectors.

Contact

Andrew Van Iterson,

Manager, Green Budget Coalition
avaniterson@greenbudget.ca

2 The 2010 report entitled “Fossil Fuels — At What Cost?” estimated that federal government support through the CDE and CEE to the
oil sector in Newfoundland and Labrador, Saskatchewan and Alberta was $711 million in 2008. While this estimate has been useful, it
is incomplete, as it does not cover all of Canadian oil production and omits support to the natural gas sector. Adopting the lump sum
comparison approach (see Fossil Fuels — At What Cost?, Appendix 2, page 133) but applied to all oil and gas activity in Canada, federal
support through the CDE and CEE averaged $1.34 billion (CDN $2010) annually over the 2004 to 2009 period. This value is prorated by

Statistics Canada data on well success (Catalogue no. 26-213-X).

77 “Flow-through shares allow companies to renounce or “flow through” tax expenses associated with their Canadian exploration activities
to investors, who can deduct the expenses in calculating their own taxable income”. (Budget 2012, Annex 4).

http:/ /www.budget.gc.ca/2012/plan/pdf/Plan2012-eng.pdf

% Budget 2012, Annex 4. http:/ / www.budget.gc.ca/2012/ plan/ pdf/Plan2012-eng.pdf

¥ Natural Resources Canada, Intergovernmental Working Group on the Mineral Industry, 2009, Taxation Issues for the Mining Industry: 2009
Update, http:/ [ www.nrcan.gc.ca/sites/ www.nrcan.gc.ca/ files/ mineralsmetals / pdf / mms-smm / busi-indu / met-qfi/ 2009 / met-qfi-eng.pdf

% Budget 2014, Table A2.1, http:/ /www.budget.gc.ca/2014/docs/ plan/anx2-1-eng.html
3 Sawyer, Dave and Seton Stiebert, 2010, http:/ / www.iisd.org/ gsi/sites/ default/ files/ ffs_awc_3canprovinces.pdf

3 Commissioner of Environment and Sustainable Development (February 3, 2012). 2012 Fall Report of the Commissioner of the Environ-
ment and Sustainable Development, Chapter 4—A Study of Federal Support to the Fossil Fuel Sector. Ottawa, Canada.
http:/ /www.oag bvg.gc.ca/internet/docs/ parl_cesd_201212_04_e.pdf
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Carbon Pricing:
Usmg a Markt-Based-Instrument to

HobalMseadershipiand

Recommendation Summary

%CﬂLbon Economy

To accelerate Canada’s transition towards a low-carbon economy, demonstrate global
leadership on climate change, and provide a flexible, efficient and fair mechanism to incent
reductions in greenhouse gas (GHG) emissions by Canadian industry and across Canada’s
economy, the Green Budget Coalition encourages the federal government to announce

and initiate implementation of a well-designed, transparent, predictably-rising, and
environmentally rigorous price on GHG emissions (or “carbon price”). Such a price could
readily complement the government’s existing sector-by-sector regulatory approach and
potentially start in the oil and gas sector, before being expanded economy-wide, providing
an influential fiscal incentive for innovation plus notable opportunities from the use of the

revenues.

The World Bank, International Monetary Fund, the Canadian Council of Chief Executives,
the Canadian Chamber of Commerce, and more than one thousand businesses,
governments, multilateral banks, and others have all publicly expressed support for carbon
pricing, the most efficient means for reducing greenhouse gas emissions. The GBC itself has
strongly supported such market-based-instruments since the GBC’s inception in 1999.

Revenue Implications

The revenue implications of a carbon price are highly
dependent on policy design choices. Research
carried out by a number of organizations, however,
suggests that annual revenues in the order of

$18 billion to $50 billion can be expected.® Such
systems already in place in British Columbia, Alberta
and Quebec have collected $1.2 billion,** $74 million®
and $200 million* in annual revenues for their
respective governments.

The scale of such revenues means that the question of
how that money is utilized becomes a critical factor.
See below section on Co-benefits of Carbon Pricing.

Background and Rationale

A price on greenhouse (GHG) emissions, through a
carbon tax or cap-and-trade system, can be one of
the most powerful tools we have in the fight against
climate change and in Canada’s transition to a
competitive, low-carbon economy.

Prominent support for such a ‘carbon price” has
come from a wide variety of sources, including
the Canadian Council of Chief Executives,” the

% Sustainable Prosperity Policy Brief, Carbon Pricing, Climate Change, and Fiscal Sustainability in Canada, December 2010.

http:/ / www.sustainableprosperity.ca/d1290&display
% http:/ / thetyee.ca/News/2012/06/21/Oil-Sands-Carbon-Price /
* Ibid.
% http:/ / www.sustainableprosperity.ca/ d1290&display

% See, for example, Canadian Council of Chief Executives, Framing an Energy Strategy for Canada, Submission to the Council of the Fed-
eration, where the CCCE supported “A clear, nationally consistent carbon price across the economy”,
http:/ / www.ceocouncil.ca/ wp-content/uploads/2012 /07 / Framing-An-Energy-Strategy-for-Canada-FINAL-July-20122.pdf
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Canadian Chamber of Commerce,*® the World
Bank,* International Monetary Fund, World Business
Council for Sustainable Development,* and over

one thousand businesses, governments, multilateral
banks, and others.*! A survey by Sustainable
Prosperity in 2011 found that, “the majority of
energy and carbon intensive industries in Canada
overwhelmingly supports a price on carbon and has
done so since 2006-2007.”**

An increasing number of jurisdictions are
implementing such ‘carbon prices’. In Canada, both
Quebec and BC have carbon taxes. Cap-and-trade
systems have been in place in the European Union
since 2005, the Northeast U.S. since 2009, and in
California and Quebec together since January 2014.

If well-designed, a carbon tax or cap-and-trade
system can be a powerful incentive to encourage
companies and households to pollute less and invest
in cleaner choices, accelerating the shift away from
fossil fuels and towards a clean energy economy,

and making other GHG reduction policies more
effective. That price can be applied evenly across

the economy, thereby empowering Canadians and
Canadian businesses to find the most cost-effective
ways to reduce greenhouse gas emissions in the
country. Research carried out by organizations like
Resources for the Future, a Washington, DC - based
economics think tank, shows that using market-based
instruments like carbon prices can substantially
reduce the cost (i.e., by 2/3) of achieving an
environmental policy objective in relation to
command-and-control policies designed for the same
outcome.®

Co-benefits of Carbon Pricing

In addition to its environmental and economic
benefits, a “carbon price’ creates opportunities to
achieve a number of co-benefits.

Revenue Opportunities

The first of these relates to fiscal policy. The revenues
generated by a carbon price translate into new

fiscal resources that governments can use to achieve
important fiscal policy reform objectives.

The first priority is to protect low income Canadians
from any increased costs of living, to compensate
households in regions at risk of undue impacts (while
not reducing the incentive to reduce GHG emissions)
and to protect the international competiveness

of trade-exposed manufacturing sectors that are
demonstrably at risk of “carbon leakage”*.

The second priority is to use the funds to help

meet Canada’s greenhouse gas emission reduction
targets and Canada’s international climate finance
obligations, and to help Canada adapt and build
resilience to climate change impacts here in Canada.
(See, for example, the Green Innovation and Technology
Innovation Fund below, and Energy Innovation,
Leadership in Global Climate Finance, and Adapting
and Building Resilience to Climate Change, later in this
document.)

Beyond those allocations, one of the key
opportunities is the ability to promote the
competitiveness of the Canadian economy by using
carbon-pricing revenues to reduce corporate and
income taxes. A model for this is British Columbia’s
experience with a carbon tax, which has allowed it to
reduce corporate income tax rates to levels that make
it among the most tax-competitive jurisdictions in
North America.

Another fiscal policy opportunity created by ‘carbon
pricing’ revenues relates to the looming “fiscal gap”
created by aging populations and the resulting

drop in income tax revenues and increased demand
for social services. Revenues generated through a
"carbon price” can help fill that gap in a sustainable
way, because they are based on consumption rather
than income.

% Canadian Chamber of Commerce, Environment — Our Position (web site page, accessed 14 September 2014), says “We favour a price on

carbon”, http:/ /www.chamber.ca/advocacy /issues/environment/

% World Bank, 3 June 2014, Statement, Putting a Price on Carbon, with excerpts: “The latest report from the United Nations Intergovernmen-
tal Panel on Climate Change makes clear the importance of putting a price on carbon to help limit the increase in global mean tempera-
ture to two degrees Celsius above pre-industrial levels” and “Pricing carbon is inevitable if we are to produce a package of effective and
cost-efficient policies to support scaled up mitigation”, http:/ / www.worldbank.org/ content/dam/Worldbank/document/Carbon-
Pricing-Statement-060314.pdf* http:/ / www.worldbank.org/en/news/feature /2014/09 /22 / governments-businesses-support-carbon-

pricing

% World Business Council for Sustainable Development, 19 April 2011, WBCSD publishes Carbon Pricing brief, http:/ / www.wbcsd.org/

Pages/EDocument/EDocumentDetails.aspx?ID=13352

4 http:/ /www.worldbank.org /en/news/ feature/2014/09 /22 / governments-businesses-support-carbon-pricin
p 8 8 pp 1% g

# Sustainable Prosperity Policy Brief, January 2011, Canadian Business Preference on Carbon Pricing,

http:/ / www.sustainableprosperity.ca/d1329&display

# Resources for the Future, July 2011, Retail Electricity Price Savings from Compliance Flexibility in GHG Standards for Stationary Sources,

http:/ /www.rff.org /RFF /Documents/ RFF-DP-11-30.pdf

# Carbon leakage refers to situations where production is relocated to a jurisdiction with less stringent emission controls.
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Another important co-benefit for Canada of a carbon
pricing policy is in the area of innovation and
productivity. Both areas are of perennial concern,
being key determinants of Canada’s competitiveness
and long-term prosperity. The Canadian government
has devoted considerable financial and policy
resources to addressing our lagging performance in
both, with mixed results.*®

Driving Innovation and Productivity

Innovation and, especially, productivity are complex
problems with multiple drivers and solutions. But
carbon pricing is an untapped policy instrument

in this regard, and one that Canada would be well
advised to consider. The Organisation for Economic
Cooperation and Development (OECD) has long
advocated the use of environmental taxation to
increase innovation, and has carried out research
proving that market-based environmental policies
can improve innovation in an economy.* Similar
work carried out by Sustainable Prosperity in
partnership with Roger Martin, one of Canada’s
foremost experts on productivity, has made the case
for using carbon pricing to promote innovation and
productivity in the Canadian economy.*

For more detailed Green Budget Coalition views on
carbon pricing, please see the GBC’s Recommendations
documents for Budget 2011 (on revenue recycling
specifically) and for Budgets 2008 and 2009 (more
comprehensive).*

Complementary Measures
Green Innovation and Infrastructure Technology Fund

To utilize carbon pricing revenues to achieve
innovation and emission reduction benefits on

a larger scale across the Canadian economy, the
GBC encourages the Government of Canada to
consider investing in an ongoing green innovation
and infrastructure technology fund, building on
models that exist in Quebec,* Alberta,® and British
Columbia® to invest in the development and
deployment of technologies and infrastructure that
will help us transition to a prosperous low carbon
future.

This fund could be used to finance projects and
technologies that lead to emissions reductions in
Canada’s economy in the short- and medium-term,
including the high emission-growth energy sector
and the emerging clean energy and clean technology
sectors, complementing the efforts of organizations
like Sustainable Development Technology Canada,
as well as to expand upon green infrastructure
investments, such as transit, from the Building
Canada Plan funds.

A robust Canadian clean energy and clean
technology sector could yield not only emission
reductions, but also generate considerable economic
opportunities in global markets in which demand for
such solutions is exploding.

Contact

Andrew Van Iterson

Manager, Green Budget Coalition
avaniterson@greenbudget.ca

* TD Economics, The Productivity Puzzle: Why Is Canada’s Record so Poor and What Can Be Done About It?, 2 June 2010,
http:/ /www.td.com/document/PDF/economics/ special / td-economics-special-ab0610-productivity.pdf

* Organisation for Economic Cooperation and Development, Taxation, Environment, and Innovation, October 2010,
http:/ /www.oecd.org/document/6/0,3746,en_2649_34281_46091974_1_1_1_1,00.html

# Sustainable Prosperity Policy Brief, Carbon Pricing, Innovation, and Productivity, June 2010,

http:/ / www.sustainableprosperity.ca/ article344

 Available from http:/ / greenbudget.ca/ category / pastrecommendations/

# Québec, Le Fonds vert, http:/ / www.mddelcc.gouv.qc.ca/ministere / fonds-vert/

% Climate Change and Emissions Management Corporation, http:/ / ccemc.ca/ #sthash. MdYGVkUy.dpuf

51 British Columbia Ministry of Environment, Innovative Clean Energy (ICE) Fund,

http:/ /www.env.gov.bc.ca/cas/mitigation/ice_fund.html
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Recommendation Summary

Energy storage tax incentives and electric vehicle infrastructure investments represent two
low-cost opportunities to help create a more efficient energy system in Canada. By removing
two barriers in the existing system, renewable energy supplies will better match demand
patterns and re-charging will be available for electric vehicle users in high-demand areas.

The electricity and transportation sectors are two of the four largest sources of greenhouse
gas (GHG) emissions in Canada, together representing 36 per cent of Canada’s emissions. As
such, innovation in these sectors could play a key role in Canadians capitalizing on global
commercial opportunities in clean energy, in reducing GHG emissions, and in advancing
Canada towards the government’s aspirational goal of generating 90 per cent of our
electricity from non-emitting sources by 2020.>

To help accelerate innovation and achieve the associated benefits for Canadians, the GBC
recommends that the federal government adopt these key strategic opportunities in Budget
2015, as part of a broader suite of energy innovation and climate change leadership actions:

1) Invest in infrastructure to support electric vehicle mobility:

* Kick start a national fast-charging electric vehicle infrastructure by investing
$12 million into travel corridor pilot projects around major urban centres with
favourable conditions for electric vehicles.

2) Provide tax incentives to electricity storage, to benefit renewable energy deployment
in every province and territory, and maximize the efficient use of existing
infrastructure:

e Amend Classes 43.1 and 43.2 of the Income Tax Act to specify that capital cost
allowances also apply to expenditures on tangible stand-alone electricity storage
assets, regardless of the electricity source.

Total Recommended Investment:
* $12 million in 2015 for electric vehicle infrastructure, and

* About $32 million in tax expenditures over five years, and roughly $2 million
annually in subsequent years.

522008 Speech from the Throne, http:/ / www.parl.gc.ca/Parlinfo/Documents/ ThroneSpeech /40-1-e.html
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Background and Rationale

The electricity and transportation sectors are two of
the four largest sources of GHG emissions in Canada,
representing 36% of Canada’s emissions.”

Canada’s renewed funding for Sustainable
Development Technology Canada, a world-renowned
organization, should play an important part in
stimulating medium- and longer-term emissions
reductions by helping to bring technologies from the
initial stages to commercialization.

However, technology development takes time. For
example, Alberta’s Climate Change and Emissions
Management Corporation acknowledges that
some of the projects it supports will generate few
or no emission reductions over the period where
it provides funding; instead, the GHG benefits are
expected to occur farther into the future.

There are many worthwhile actions the federal
government could and should take to achieve GHG
emission reductions in the shorter-term.

A recent study by the Climate Works Foundation and
World Bank Group found that government policies
to stimulate a shift to clean transport, improved
industrial energy efficiency, and more energy efficient
buildings and appliances could increase global GDP
growth by an estimated $1.8 trillion to $2.6 trillion

a year by 2030.> The increased economic activity
primarily occurs as consumers spent their energy
cost savings in the wider economy, and industry
reduces the costs of doing business, bolstering
competitiveness and generating new investment.

The following are two key Green Budget Coalition
recommendations to help remove two barriers in the
energy system, towards renewable energy supply
patterns better fitting demand cycles, and recharging
infrastructure being available for electric vehicle
users in high-demand areas.

1. Transitioning transportation to low-carbon
alternatives

Transportation is responsible for a quarter of
Canada’s greenhouse gas emissions and personal
vehicle road transportation contributes about 2/3
of these emissions, thus they are a key opportunity
for innovation and for reducing Canada’s GHG
emissions.

While a variety of important transportation
technologies are currently being pursued, electric
vehicles (EVs) have strong potential to lead to
significant GHG emission reductions in the more
immediate future. The federal government can play
a stronger role in encouraging adoption of EVs by
investing in fast-charging infrastructure in key travel
corridors.

Existing fuel efficiency regulations introduced by the
federal government have been effective in helping

to curb greenhouse gas emissions from personal
transportation, and their effectiveness will grow
over time. However, a transition to electric vehicles
will be necessary to reach Canada’s 2020 emissions
reduction targets and to make the deeper emission
reductions that will be required post-2020.* To spur
adoption in Canada, we need to grow infrastructure
nation-wide.

Investing in fast-charging Electric Vehicle (EV)
Infrastructure:

Electric Mobility Canada (EMC), an EV industry
association, has previously proposed federal
programs calling for a $12 million investment in
infrastructure.®

While the government has supported EVs through
investment into technology research® and
manufacturing,® the value of EVs to their owners
is often limited by how far owners can drive within
range of recharging infrastructure.

% Environment Canada, National Inventory Report 1990-2012: Greenhouse Gas Sources and Sinks in Canada, Statistic is for 2012 data.
https:/ / ec.gc.ca/ ges-ghg/ default.asp?lang=En&n=3808457C-1&offset=4&toc=show

5 Climate Works Foundation and World Bank Group, Climate-smart development: adding up the benefits of actions that help build
prosperity, end poverty and combat climate change, June 2014, http:/ / www-wds.worldbank.org/external / default/ WDSContentServer /
WDSP/1B/2014/06/20/000456286_20140620100846 / Rendered / PDF / 889080WP0v10RE0SmartODevelopmentOMa.pdf

% National Research Council. 2013, Transitions to Alternative Vehicles and Fuels. http:/ / www.nap.edu/openbook.php?record_id=18264.

5% Electric Mobility Canada, December 2010, Driving the Rapid Adoption of Electric Vehicles in Canada,
http:/ /www.emc-mec.ca/eng/ pdf/Rapid_Adoption_of_EVs_in_Canada_December_2010.pdf

% Federal Economic Development Agency for Southern Ontario, 2011, Government of Canada Invests in McMaster University’s Automotive
Resource Centre, http:/ / www.feddevontario.gc.ca/eic/ site/ 723.nsf/ eng/00602.html

% Industry Canada, 5 August 2011, Minister of Industry Highlights Federal Investment in Toyota to Support Jobs in Canada, http:/ /news.gc.ca/

web/article-eng.do?nid=614649
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To date, there has been reasonable development

of level 2 (240 v) charging in Canada. However, to
connect communities and enable longer-distance
travel in Canada, fast chargers (DC) are needed along
Canadian highways. The expense of these chargers
can be prohibitive for businesses to install; however,
programs in the U.S. and British Columbia have
overcome this barrier by offering tax write-offs or
financial incentives to businesses and groups.”

The Green Budget Coalition specifically recommends
a total budget of $12 million in 2015 to fund pilot
projects to create a minimum network of 120 fast
charging stations in Canada. This fund should target
travel corridors around major urban centres with
favourable conditions for electric vehicles, including
integration with renewable energy supply, grid
readiness and population density, to provide the
range boost to get to nearby destinations. Initial
stations could be focused around Montreal, Toronto,
Ottawa, Vancouver, Edmonton, and Calgary. In
future, a national fast charging network would be
ideal, to facilitate inter-city travel.

In communities that are suitable for pilot projects,
the federal government should work with provincial
and municipal governments to develop this fast
charging infrastructure. On highways that are solely
federal responsibility, the federal government could
potentially act unilaterally.

These fast-charging stations could also be financed
through provincial requests for funding under the
Building Canada Fund’s Green Energy sub-category.

Recommendation:

Kick start a national fast-charging electric
vehicle (EV) infrastructure program by investing
$12 million in 2015 into travel corridor pilot
projects.

2. Fostering commercialization in electricity storage

Large-scale power storage is one of the most
important technological developments that will be
required to deliver clean energy at scale, given the
variable production of many clean energy sources,
such as wind and solar.

Electricity storage would help to integrate all types
of renewable energy technology, and also help to
maximize the efficient use of existing assets and
infrastructure.

As such, the global market for power storage
technologies will likely grow rapidly over the next
10-20 years, and measures to incent accelerated
power storage technology development in the short-
term could play a key role in determining whether
Canadians capitalize on this growing market.

Furthermore, the recent global pathways to deep
carbonization report indicated that Canada needs to
increase the share of our electricity generated by
wind and solar power from 2 per cent to 27 per cent
to be “consistent with the objective of limiting the
rise in global temperatures below 2°C”,% further
emphasizing the importance of facilitating clean
electricity production in Canada.Canada has
expertise in leading storage technologies (including
power to gas, pumped hydro storage and fuel cells),
but there remains a gap between pilot stage and
commercialization. With the world’s sixth largest
electricity system, Canada has a large enough market
to be able to play a leading role in de-risking and
commercializing this technology.

An important policy tool to support power storage is
amending the definition of Capital Cost Allowance
(“CCA”) in Class 43.2 of the Income Tax Act to include
expenditures on tangible stand-alone electricity
storage assets. Budget 2014 explained that “Class
43.2 of Schedule II to the Income Tax Regulations
provides an accelerated CCA rate (50 per cent per
year on a declining-balance basis) for investment

in specified clean energy generation and energy
conservation equipment. The class incorporates by
reference to Class 43.1°' a detailed list of eligible
equipment that generates or conserves energy by:
using a renewable energy source (...); using a fuel

% Province of British Columbia. 2013, BC Plugging in to electric vehicle fast charger, http:/ / www2.news.gov.bc.ca/news_releases_2009-

2013/2013ENV0002-000067.htm

% Sustainable Development Solutions Network (SDSN) and Institute for Sustainable Development and International Relations (IDDRI),
September 2014, pathways to deep decarbonisation, Canada chapter, www.deepdecarbonization.org

¢! Class 43.1 was introduced in 1994 and provides an accelerated CCA rate of 30 per cent (on a declining-balance basis). Class 43.2 was
introduced in 2005 and applies to properties acquired after February 22, 2005 and before 2020. The eligibility criteria for these two CCA
classes are generally the same, except that cogeneration systems and waste-fuelled electricity generation systems must meet a higher
efficiency standard in order to qualify for Class 43.2. While the description of proposed Budget 2015 changes refers only to Class 43.2, the

changes will apply to both Class 43.1 and Class 43.2.
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from waste (...); or making efficient use of fossil fuels
[...] This incentive for investment is premised on

the environmental benefits of low-emission or no-
emission energy generation equipment and energy
conservation equipment.”®

Expanding the mandate to all types of electricity
storage beyond fuel cells, including “power-to-gas”,
would level the playing field for power storage
systems that are currently excluded from this benefit.
This policy change can occur by either adding an
additional section to the existing 43.1 CCA class, or
by amending the existing Class 43.1 section (d)(xii)
which is currently limited to fuel cells, to include
both chemical and mechanic energy storage assets.

Should the existing Class 43.1(d)(xii) be amended,
then the section should eliminate the requirement
that the energy stored be generated by photovoltaic,
wind, or hydro-electric equipment, since storage
can improve the efficiency of all existing forms

of generation. This change would enable the
deployment of bulk storage systems onto provincial
electricity systems without creating the complicating
requirement of only sourcing electricity that is
substantially “generated by photovoltaic, wind
energy conversion or hydro-electric equipment”.*®

While bulk storage will largely benefit renewable
energy integration in the medium- to long-term,
the current restrictive requirement to only source
electricity from renewable sources will have the
unintended consequence of making storage more
burdensome for grid operators, thereby impeding
its deployment at the scale required to support
renewable sources.

Recommendation:

Amend Classes 43.1 and 43.2 of the Income Tax Act
to specify that capital cost allowances also apply
to expenditures on tangible stand-alone electricity
storage assets.

Complementary Measures

Renewal of Natural Resource Canada’s program
funding set to sunset in March 2015 and 2016,
specifically for the clean energy and clean
transportation themes of the Clean Air Agenda, the
Clean Energy Fund, and the ECOENERGY Efficiency,
will also be important to maintaining momentum in
stimulating the development and utilization of more
energy-efficient technologies.

Contacts

Energy Storage & Overall:

Andrew Van Iterson

Manager, Green Budget Coalition
avaniterson@greenbudget.ca

Low-Carbon Transportation:

Rebecca Spring

Sustainable Transportation Officer, WWEF-Canada
rspring@wwfcanada.org

62 Department of Finance Canada, Budget 2014, Annex 2 — Tax Measures: Supplementary Information.

http:/ /www.budget.gc.ca/2014/ docs/ plan/ anx2-1-eng.html

6 http:/ / canadagazette.gc.ca/rp-pr/p2/2009/2009-05-13 / html/ sor-dors115-eng.html
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Leadership on Global Climate Finance

Recommendation Summary

The Green Budget Coalition recommends that Canada play a leadership role in international
climate change negotiations to secure global, realizable commitments for addressing climate
change, including committing annual funding of at least $400 million in 2015 and 2016 for
climate change adaptation and mitigation in developing countries, through such initiatives
as the Green Climate Fund and Climate and Clean Air Coalition.

Recommended Investment: At least $400 million in each of 2015 and 2016

Background and Rationale

Adapting to the consequences of climate change and
reducing greenhouse gas (GHG) emissions requires
financial investment from all countries. But for
developing countries, particularly those that are most
vulnerable to serious impacts, the scale of investment
required often goes beyond the resources they have
available.

From the beginning of the global effort to tackle
climate change, international agreements have called
upon richer developed countries to provide financial
support to developing countries to help them cope
with the consequences of climate change.

Under the December 2009 Copenhagen Accord,
developed countries committed specifically to
provide three years of “fast-start” climate financing
from 2010 to 2012, totalling US $30 billion, and also
committed to jointly “mobilize” US $100 billion a
year by 2020 “from a wide variety of sources.”*

As countries work towards reaching a new
international climate change agreement in Paris in
2015, publicly-funded climate finance will be an
important element, not just to support developing
countries’ actions, but also to build trust within the
international negotiations and leverage private sector
climate finance.

Canada’s Contribution

Canada provided it’s fair share of fast-start financing,
totalling $1.2 billion to support a range of initiatives

in developing countries on clean energy, green
infrastructure, preventing deforestation, and many
others, but with the withdrawal of Canada from the
Kyoto Protocol, there is a renewed need to develop
trust at the negotiations.

Furthermore, there will be challenges domestically
as Canada works to develop its Intended Nationally
Determined Contributions (or mitigation targets)

to put forward to the United Nations Framework
Convention on Climate Change (UNFCCC) by
March 2015 as part of the new international

climate agreement. Canada has been a leader in
many elements of the negotiations, including on
REDD+, adaptation and technology transfer. In
other international fora, such as the Climate and
Clean Air Coalition (CCAC) to address short-lived
climate pollutants, Canada has been a leader in all
respects. Committing ambitious annual funding
offers significant opportunities to provide leadership
internationally and involve the Canadian clean-tech
industry in new markets.

Recent assessments of Canada’s fast-start
commitments® concluded that:

¢ Canada invested far more in climate financing
after the Copenhagen Accord than it did before.

¢ Nearly three-quarters of Canada’s commitment
was in the form of loans that require repayment
to Canada.

e Of the $884 million dispersed by the
Government of Canada as repayable loans to

¢ Copenhagen Accord, Paragraph 8. Available at http:/ /unfccc.int/home/items/5262.php. The Accord states that the potential sources of
the $100 billion in financing in 2020 are “public and private, bilateral and multilateral” and include “alternative sources of finance.”

6 Canadian Foodgrains Bank et al, Protecting our Common Future: An Assessment of Canada’s Fast-Start Climate Financing,
http:/ / c4d.ca/publications/ policy-briefs / protecting-our-common-future-report; 2014 Fall Report of the Commissioner of the
Environment and Sustainable Development, http:/ / www.oag-bvg.gc.ca/internet/English / parl_cesd_201410_e_39845.html
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multilateral banks, approximately 73% of the
funding had not yet been committed at the
project level (as of May 31, 2014). This is partly
attributable to issues of recipient capacities,

as well as due diligence in project selection
with a view to selecting innovative and
transformative long-term projects.

Over the three year period, Canada devoted
less than one-fifth (18%) of its total financing
effort to adaptation. Financing for mitigation
is important but adaptation is the priority for
vulnerable countries.

Taking the next step

Reaching the goal of mobilizing US $100 billion in
climate finance by 2020 to be used in a meaningful
way by developing countries requires a significant
scale-up of public and private financing and
consideration of how the funding is committed. New
commitments invested based on lessons learned from
fast-start financing:

¢ Allow promising initiatives to continue;

e Ensure that vulnerable people are better
prepared for the kind of extreme weather events
we are already beginning to experience; and

¢ Allow developing countries to deploy cleaner
energy now rather than locking in to high-
carbon choices.

For Canada’s fast-growing clean technology sector,
increasing commitments of climate financing to
developing countries would open up new export
opportunities. As noted above, new financial
commitments are also necessary at this point to build
trust and momentum at the UN negotiations.

Unfortunately, Canada has not made new
commitments of climate financing since the fast-start
phase ended. At the September 2014 United Nations
Climate Summit, more than US $2.3 billion in new
financing was committed to the Green Climate Fund
(GCF) from six countries, and more are expected

to announce additional funding in November

2014. Canada should consider pledging at the GCF
meeting in November 2014 to build goodwill in
advance of the next major UNFCCC negotiating
session in Peru in December 2014.

Making a stronger contribution

Canada’s fast-start financing contribution and
support for the CCAC has laid a foundation that the
Government of Canada can build on in the 2015-2016
period.

The Green Budget Coalition recommends that
Canada begin making a more effective climate
financing contribution by committing, in Budget
2015, at least $400 million for each of 2015 and 2016
to support adaptation and mitigation activities in
developing countries.

In allocating Canada’s next tranche of climate
financing, the GBC recommends that the
Government of Canada:

¢ Aim for a 50:50 balance over time between
adaptation and emission reduction initiatives;

e Continue the commendable practice of
providing adaptation financing primarily in
the form of grants, as Canada did during the
2010-2012 period;

* Build on promising initiatives from the fast-
start period by renewing or making multi-
year commitments, working with Canadian
partners where success has been demonstrated;

* Reduce its reliance on repayable loan financing.
While the GBC agrees that a limited use of
concessional loans to finance GHG emissions
reductions in the energy sector is appropriate,
there is also an essential role for grants in
emission-reduction activities (e.g. to build
capacity and support policies); and

If Canada does continue to provide loans for
emission-reduction initiatives in the 2015-2016
period (and beyond), the government should
ensure that this future loan finance be repaid
to revolving funds that support further climate
financing (rather than back to Canada).®

On the global stage, the UNFCCC meeting in Paris
in 2015 could be a turning point in the challenge to
keep global warming below 2°C. The GBC strongly
encourages the Government of Canada to play

a constructive role and press for strong, binding
commitments to reduce GHG emissions in the new
global climate agreement.

Complementary Measure

It is also important that Canada renew funding

for the international component of the Clean Air
Agenda. (Regarding the Clean Air Agenda, see also
Adapting and Building Resilience to Climate Change, and
Implementing the Air Quality Management System, each
later in this document.)

Contact

Melissa Harris

Project Manager, Climate Change and Energy
International Institute for Sustainable Development
mharris@iisd.ca

ccounting 1or, and reporting on, rnancing rrom a revolving rund would nee O be done very carerully, as e rund s loans over ume
% Accounting for, and reporting on, financing f lving fund would need to be d y carefully, as the fund’s I ti

would no longer be new and additional.
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Recommendation Summary

As climate change impacts on Canada’s natural and human systems continue to increase,
it becomes increasingly important to improve our capacity to adapt to a “new normal.”
The federal government plays an important leadership role in facilitating adaptation by
delivering scientific information and data on climate change impacts and adaptation,
convening various levels of government and other stakeholder groups, identifying
adaptation priorities and providing funding to enhance adaptation planning and
implementation.

To continue and strengthen this role, the Green Budget Coalition is making two
recommendations:

Under its Clean Air Agenda, in 2007 the Government of Canada allocated $85.9 million for
climate change adaptation programs to four federal agencies which, in 2011, it raised to
$149.9 million for nine federal agencies over five years, which will sunset in 2016. Given
the importance of climate adaptation and the urgent need for continued action, the GBC
strongly recommends:

1) Early renewal and a continued increase of this Clean Air Agenda adaptation program
funding at a level of at least $45 million per year over five years (2016-21).

Additionally, given that incorporating climate change considerations into infrastructure
investments provides significant opportunities for improving resilience and cost
effectiveness of government spending, the GBC recommends that the federal government:

2) Integrate adaptation considerations into all infrastructure project planning and
assessment under the Building Canada Plan.

Total Recommended Investment:

1) $45 million per year in renewed and expanded adaptation funding over five years
(2016-2021)

2) Negligible cost on cash basis (as funding was previously announced).
Background and Rationale: in southern Alberta and the mountain pine beetle

) o . . epidemic in British Columbia’s forests.
Canada is facing increasingly volatile weather

patterns which have already, and will continue to, Budget 2014’s investment of $240 million in disaster
create notable impacts across the country. This mitigation highlights the importance of being
includes impacts on our built infrastructure, prepared for the changes to come. This represents
terrestrial and marine ecosystems, health, just one of numerous measures that all governments
agriculture, natural resource industries, fresh water in Canada are taking and need to continue to take to
and tourism. The potential economic costs of these minimize the negative impacts of such climate risks
impacts are illustrated by the 2011 and 2014 floods and to strengthen Canada’s resiliency to them. This
in Saskatchewan and Manitoba, the 2013 flooding document includes many relevant recommendations,

including on conservation science, public lands,
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wetlands, oceans, environmental health equity, science
capacity, and measuring ecological goods and services.
Flood-risk mapping is another prime opportunity
for disaster mitigation, to provide information and
support market incentives, through insurance rates,
to incent Canadians to live in safer areas.

Natural Resources Canada’s 2014 report on
adaptation, Canada in a Changing Climate,
emphasizes that, “government agencies are
responsible for removing barriers and creating
incentives so that people and organizations across
society are more inclined to proactively adapt.”*® The
federal government therefore must continue to play
an important leadership role in facilitating climate
adaptation by delivering scientific information and
data on climate change impacts and adaptation,
convening various levels of government and other
stakeholders, identifying adaptation priorities

and providing funding to enhance adaptation
planning and action. Under the Clean Air Agenda,
$85.9 million in federal funding for adaptation

was dispersed between 2007-2011 and $149.9
million between 2011-2016. Due to these and other
investments, adaptation research, awareness-raising
and planning has increased significantly; however,
implementation remains an issue.®” Other key
concerns include:

* The gap between available climate data and the
information necessary for adaptation decision
making at the provincial, territorial and
municipal levels;

¢ Difficulty in conveying complex scientific data
in a useful way; and

e Lack of information on costs and benefits of
adaptation options.

Federal efforts to build Canadians’ capacity to adapt
to climate change have increased, however this
integral funding for adaptation under the Clean Air
Agenda is set to sunset in 2016 Given the importance
of adaptation and the urgent need for continued
action, the GBC strongly recommends early renewal
and expansion of adaptation program funding, under
the Clean Air Agenda, for at least $45 million per
year over five years.

Building Canada Plan — Infrastructure

Climate change has the potential to substantially
impact the effectiveness and lifespan of infrastructure
in Canada, particularly transportation, buildings,
marine, water management and natural (green)
infrastructure. Adaptive measures can be taken

to limit costs and to strengthen the resiliency of
infrastructure to protect Canadians’ safety, economy
and quality of life.

Recent extreme weather events have provided insight
into what continued climatic change might mean

for Canada’s built and natural infrastructure: floods
affecting water management and road systems;
degradation of permafrost threatening the integrity
of building structures; and more extreme weather
events inundating coastlines and disrupting essential
services. As climate change impacts continue

to be felt along with other economic, social and
environmental stressors, the difficulty of maintaining
robust and resilient infrastructure systems is growing
significantly across the country. It is becoming
increasingly clear that actions must be taken to not
only reduce generation of the greenhouse gases
spurring climate change, but also to implement
planned adaptation measures that secure critical
infrastructure.

The GBC commends the New Building Canada Plan,
the largest and longest federal infrastructure plan

in Canada’s history, providing $70 billion over ten
years.”

Certain categories of the New Building Canada
Fund such as the Disaster Mitigation Infrastructure
component include language regarding reducing
risks associated with climate change, improving
resiliency to adverse effects of climate change and
supporting an all-hazard risk assessment.

However, at a time of unprecedented infrastructure
investments, it is crucial that adaptation
considerations and climate data be integrated into
the planning, development and assessment of all
new infrastructure projects. Infrastructure that is
designed and built using climate projection data will
have enhanced resiliency and longevity, which will
reduce costs and aid in disaster mitigation. Along
with stronger infrastructure, climate Change merits
consideration of different types of infrastructure and
their potential for facilitating reduced greenhouse gas
emissions.

% Warren, FJ. and Lemmen, D.S., editors (2014): Canada in a Changing Climate: Sector Perspectives on Impacts and Adaptation,

Government of Canada.
® Ibid.

7 Infrastructure Canada. http:/ / www.infrastructure.gc.ca/ plan/nbcp-npcc-eng.html
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The GBC was also pleased to see New Building
Canada Plan categories related to water (including
source water protection), waste water, waste
management and green energy. Additional emphasis
should be placed on natural infrastructure and
conserved ecosystems as buffers to extreme weather
events.

Opverall, the GBC recommends that the federal
government make environmental concerns central
to all elements of the New Building Canada Plan
infrastructure project assessments, including the
National Infrastructure Component and the federal-
provincial-territorial, municipal, and public-private
agreements guiding the projects” implementation,
through these complementary criteria:

¢ Ensuring resilience to more variable and
extreme weather due to climate change;

¢ Expanding and strengthening natural
infrastructure including watershed and
wetlands protection and restoration;

* Promoting sustainable transportation,
including public transit, infrastructure for
active transportation, and more sustainable
community design;

¢ Advancing energy sustainability through
conservation, demand management, and
renewable energy and energy efficiency; and

e Support for capacity-building and municipal
planning for energy sustainability.

Integrating innovative green and climate-resilient
solutions into a new era of infrastructure renewal
can save energy, leverage nature’s services to
complement hard infrastructure, and provide co-
benefits for communities (e.g., improved outdoor
recreational opportunities), all while saving money
and increasing benefits per dollar spent. See, for
example, Canadian Wetland Inventory, later in this
document.

See also proposal for a green innovation and infrastructure
technology fund in the Complementary Measures section
of the earlier Carbon Pricing recommendation.

Recommendations for Budget 2015

Clean Air Agenda

The GBC supports renewed funding for the full
Clean Air Agenda, including its clean air regulatory
agenda, clean energy, clean transportation, and
international components. (See also Energy
Innovation, Leadership in Global Climate Finance, and
Implementing the Air Quality Management System,
elsewhere in this document.)

Contact:

Melissa Harris

Project Manager, Climate Change and Energy
International Institute for Sustainable Development
mharris@iisd.ca
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Recommendation Summary

Energy efficiency is the cleanest, most affordable, and fastest way to make more energy
available to our economy, while saving individuals and businesses money that could be
better used for other priorities. The federal Office of Energy Efficiency (OEE) has played a
critical role in leading Canadian efficiency efforts.

Focusing on Canadians’ homes, with special attention to low-income Canadians, the Green
Budget Coalition recommends that the federal government:

1. Provide a $10 million supplement in 2015-16 to Natural Resources Canada’s existing
EcoENERGY programs to enable collaborative efforts with the provinces, territories,
and First Nations to develop a national home retrofit plan that would upgrade the
majority of homes across Canada over the next decade, providing homeowners with
relief from higher energy bills while significantly lowering GHG emissions from the
housing sector, utilizing grants and “pay-as-you-save” on-bill financing.

2. Begin this national initiative with a retrofit grant program for low-income families,
delivered through the successful community-wide approach, starting in 2015.
$250 million per year, for six years. Propose 50% cost-sharing with provinces, to
provide grants for 50,000 homes annually (at $10,000 average cost).

3. Renew and progressively raise the budget of the OEE over an additional five years,
from 2016-2021, to enable it to manage this national home retrofit plan. Starting at
$55 million, rising to $75 million.

Recommended Investment:

* OEE/EcoENERGY: $10 million in 2015-2016, $55 million in 2016-17 rising annually
to $75 million in 2020-2021

* Low Income Retrofits: $250 million per year, for five years

Background and Rationale about 14 per cent of Canada’s total greenhouse gas
emissions.”? Wasted energy (due to inadequate

insulation, inefficient lights and appliances, and
insufficient weatherproofing) means that Canadians
burn more fossil fuels than necessary to keep our
homes comfortable, at a cost to both consumers’
pocketbooks and the environment.

Canadians and businesses have huge opportunities
to reduce their monthly costs and to cut pollution
by becoming more energy efficient. Efficiency is the
cleanest, most affordable, and fastest way to make
more energy available to our economy.”

The energy used to heat Canadian homes, run

; 3 . : The federal government has taken important steps
appliances and keep lights on is responsible for

to improve energy efficiency in the past, but there

70 For example, a recent study by Canada Energy Systems Analysis Research found that from 1995 to 2010, energy efficiency measures have
meant that the Canadian demand for fuels and electricity only rose by 12% while the nation’s GDP rose 46%. Canada Energy Systems
Analysis Research, The Secret Life of Canada’s Energy Systems, May 2014, http:/ / www.cesarnet.ca/blog/ secret-life-canada-s-energy-sys-
tems. Without energy efficiencies, Canada would have needed an additional 3,246 PJ per year of new energy.

7' Natural Resources Canada, Energy Efficiency Trends in Canada 1990 to 2010, March 2013, http:/ / publications.gc.ca/ collections/
collection_2014/rncan-nrcan/M141-1-2010-eng. pdf
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is much to be done to keep energy bills affordable
for Canadians. For example, homeowners who
conducted retrofits supported by the federal
ecoENERGY incentive programs expected to reduce
their home energy bills by, on average, 23 per cent