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Preliminary Recommendations for Budget 2013

Executive Summary

The Green Budget Coalition agrees with the Minister of Finance, the Honourable Jim Flaherty,
who “emphasiz[ed] that the environment and the economy are inextricably linked, and that by
ensuring that Canada has a clean and healthy environment we will be able to build an
economy strong enough to maintain the enviable standard of living Canadians have come to

expect.”
1

Canada’s environment is central to Canadians’
prosperity. Encompassing clean air and water for
our day-to-day health, natural resources that power
our economy and hundreds of thousands of jobs,
plus unique wild spaces and species, a healthy
environment is critical to ensuring healthy and
prosperous lives for all Canadians.

The Green Budget Coalition (GBC), active since
1999, brings together sixteen 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.

We continue to believe that budgets are best
restricted to their core matters of fiscal and
monetary policy.

The Green Budget Coalition has publicly
welcomed the Government of Canada’s
progress, over recent years, on conservation,
subsidy reform, and green infrastructure for First
Nations communities. However, much more is
needed to complete these efforts, and to restore the
strength of Canada’s crucial environmental law
and science capacity. Waiting to do so will
increase both the urgency and the costs of action.

Budget 2013 is a prime opportunity to take such
strategic actions.

! Department of Finance Canada, 14 September 2011,
“Government of Canada Promotes Economic Prosperity
Through Support for Small Business”,
http://www.fin.gc.ca/n11/11-080-eng.asp

This document details preliminary versions of
the GBC’s recommendations for Budget 2013.
Feedback and suggestions are encouraged and
appreciated.’

The Green Budget Coalition’s feature
recommendations for Budget 2013 are:

1) National Conservation Plan: Securing
Canada’s Natural Advantage for Future
Generations,

2) Strengthening Canada’s Environmental Law
and Science Capacity,

3) Green Infrastructure in First Nations
Communities, and

4) Subsidy Reform in the Extractive Industries:
Responsible Resource Development.

At the same time, strong action on climate change
continues to be needed. As Prime Minister Harper
has asserted, “climate change is perhaps the
biggest threat to confront the future of humanity
today.”3 Tackling climate change will involve an
ongoing and increasingly meaningful switch away
from using fossil fuels such as coal, oil, and natural
gas, and towards the efficient use of clean,
renewable energy. This switch will not happen
overnight. But it has to begin now and be unrelenting
for the next three to four decades in order for
Canada’s resulting greenhouse gas pollution to be
reduced virtually to zero by 2050. Implementing a

> Please provide any suggestions to the respective
recommendation’s lead author (listed at the end of each
recommendation) and/or to GBC Manager Andrew Van Iterson,
at avaniterson@naturecanada.ca, 613-562-8208 ext. 243. To
ensure your suggestions can be considered for the final
recommendations, please contact us by October 9”‘, 2012.

3 Speech by Prime Minister Stephen Harper in Berlin, Germany,
on June 4, 2007.
www.pm.gc.ca/eng/media.asp?category=2&id=1681
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robust price on greenhouse gas (GHG) emissions® is
crucial, and would accelerate Canada’s transition to
a low-carbon economy.

The Green Budget Coalition also recommends these
complementary budget actions:

Energy Sustainability and Climate Action

1) Sustainable Energy for Canada: From
Research to Deployment

2) Carbon Pricing: Accelerating Progress
Towards a Low-Carbon Economy

3) Hidden Liabilities in Nuclear Power and the
Arctic Offshore: Protecting Taxpayers and
the Environment

4) Establishing a Federal Savings Fund for Oil
and Gas Revenues

Healthy Communities

5) Canada’s Fresh Water and Water
Infrastructure: Investing for Healthy
Communities, Economies and Environments

6) Sustainable Transportation: Improving
Commutes and Air Quality

One of the fundamental requirements for making a
successful and efficient transition to a sustainable
Canadian economy — one that improves the lives of
Canadians and the health of our environment in an
ongoing, integrated fashion — is adapting
governments’ fiscal policies to support the
achievement of Canada’s sustainability objectives
(and not detract from them).

Two fiscal strategies are of particular importance:

1) “Levelling the playing field” for natural
resource exploitation and development
through subsidy reform; and

2) Ensuring market prices “tell the
environmental truth” through environmental
pricing reform.

Adherence to the “polluter pays” principle® is central

‘A price on greenhouse gas emissions —a “carbon price”- can
be implemented through a cap-and-trade system or a carbon
tax. See Carbon Pricing, later in this document.

’In Budget 2005, the Government defined “polluter pays” as

meaning that “the polluter should bear the costs of activities

to both of these strategies.

The Green Budget Coalition has commended
measures in the Government of Canada’s past
budgets for making important progress towards
aligning federal fiscal policy with sustainability,
including actions to phase out subsidies to fossil
fuels in Budgets 2007, 2011 and 2012, and is
highlighting leading opportunities in this document to
build upon that progress. Prime opportunities for
creating financial savings and environmental
benefits are available by ending subsidies for the
extractive industries, specifically fossil fuels and
mining. The best opportunity to help market prices
“tell the environmental truth” is to implement a price
on greenhouse gas emissions.

Summary

The Green Budget Coalition strongly believes that
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. For this reason,
we expect to continue promoting and refining these
recommendations until they are adopted. Feedback
and suggestions are welcome.

For further information, please contact:

Andrew Van lterson

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

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 telling the
Standing Committee on the Environment and Sustainable
Development that the government “believes that the polluter
should pay.”
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Who We Are

The Green Budget Coalition (GBC) brings together sixteen 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.

The Green Budget Coalition was founded in 1999 Canadian government and non-governmental
with the recognition that the annual federal budget organizations.

is often the most important Canadian policy

document of the year in terms of environmental The GBC makes its decisions on a consensus basis.
impact, and that the integration of environmental

values into economic and fiscal policy is a Nature Canada hosts the Green Budget Coalition.
fundamental requirement for achieving

environmental sustainability and improved human George Finney, the President of Bird Studies
health. Canada, is the GBC’s Chair.

The GBC is committed to continually refining its
recommendations, through in-depth analysis and
ongoing dialogue with representatives of the

The Green Budget Coalition sincerely thanks the EJLB, McLean, and Salamander Foundations for their
generous, long-standing support.
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Feature Recommendations

National Conservation Plan:

Securing Canada's Natural Advantage for Future Generations

The Green Budget Coalition recommends that Canada’s National Conservation Plan -- a
commitment in the Speech from the Throne® -- focus on valuing and conserving nature for the
benefit of current and future generations of Canadians, by scaling up our efforts to protect and
restore healthy resilient ecosystems, and by ensuring a coordinated approach to conservation
action.

In Budget 2013, we recommend that the federal government invest in areas of federal
jurisdiction under a National Conservation Plan, including protected areas, migratory birds,
oceans, and northern conservation.

The National Conservation Plan is an opportunity to bring together governments, industry, non-
governmental organizations, indigenous peoples and individual Canadians to work together to
conserve nature, for its own sake, and because it provides enormous benefits to society. As
such, the federal government should lead a coordinated nation-wide effort to scale up our
conservation efforts with a focus on:

1. Completing a connected network of large core protected areas of habitat in all regions
of the country, and ensuring that these areas are managed to protect their long-term
ecological integrity;

2. Maximizing conservation values on private lands in Canada by supporting landowner-
based stewardship and incentive programs that help private citizens safeguard critical
ecological values on the working landscape, and ensuring the conservation of land of
high ecological significance by public investments in other tools like conservation land
purchases and restrictive covenants such as conservation easements.

3. Implementing world-class standards for the sustainable use of natural resources, thus
positioning Canada as a leader in the global “green resource economy”;

4. Completing ecosystem-based land and marine planning in all regions of the country to
proactively facilitate nature conservation and sustainable development;

5. Ensuring strong federal laws and policies are in place that value and conserve nature,
and provide consistently high standards and serve as a backstop to provincial and
territorial legislation, including for recovering species at risk, environmental
assessments, and conserving fish and wildlife populations and habitat; and

6. Connecting Canadians with nature in a way that supports both healthy ecosystems and
healthy people.

® Government of Canada, 3 June 2011, Speech from the Throne, http://www.speech.gc.ca/eng/media.asp?id=1390
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The Plan should include a commitment and road map to meet or exceed the world’s agreed-to
2020 Aichi biodiversity targets, embracing Canada’s unique “natural advantage”, and our
opportunity to achieve large-scale conservation.’ It should be based on science and traditional
knowledge, and facilitate “on-the-ground” conservation outcomes in all regions of Canada,
both terrestrial and marine, in a way that respects the rights and interests of indigenous
peoples.

There is a growing understanding around the world of the value of conserving nature as a cost-
effective “natural solution” that can protect our treasured natural heritage, and at the same time
support food and water security, combat climate change, reduce the risk from natural

disasters, support local economies through nature-based tourism, and support human health.®

Conserving nature will result in enormous benefits for current and future generations of
Canadians, not only for our natural environment, but also for our economy, health,
communities and cultures.

Recommended investment:

Oceans: $65 million per year, ongoing
National Parks: $50 million per year plus a $50 million one-time investment
Migratory Birds: $30 million per year, on-going

7 See the Convention on Biological Diversity Strategic Plan for Biodiversity 2011-2020, including the Aichi Biodiversity targets at
http://www.cbd.int/sp/

8 For example: IUCN Natural Solutions reports at:

http://www.iucn.org/about/work/programmes/gpap home/gpap solutions/gpap natsolflyer/ ;

Convention on Biological Diversity. 2008. Protected Areas in Today’s World: Their Values and Benefits for the Welfare of the Planet,
http://www.cbd.int/doc/publications/cbd-ts-36-en.pdf ; TEEB --The Economics of Ecosystems and Biodiversity in National and
International Policy Making — Responding to the Value of Nature 2009,
http://www.teebweb.org/Portals/25/Documents/TEEB%20for%20National%20Policy%20Makers/TEEB%20for%20Policy%20exec%20Engli
sh.pdf
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National Parks:

Recommended investment: $50 million per year
plus a $50 million one-time investment

National parks are the cornerstone of the federal
government’s terrestrial protected areas program.
Our parks are beloved by Canadians as iconic
symbols of our national identity, playing an important
role in protecting the diversity of Canada’s
magnificent lands, waters and wildlife. They also
create jobs”® provide ecosystem services such as
clean water and carbon storage, contribute
significantly to our economy, and support human
health and well-being as key places where we
connect with nature.

Completing our national parks system will be
essential if Canada is to deliver on our international
commitment to protect 17% or our land and
freshwater by 2020. Work is well advanced towards
creating new national parks in many regions of
Canada. In recent years substantial progress has
been made, however, completing the national park
system requires renewed federal investment to
complete this on-going work, and to support good
faith negotiations of park establishment agreements
with indigenous peoples, other governments and
interests.

The recent federal budget reduced the Parks
Canada Agency budget by close to $30 million per
year. This has had a significant impact on the
science and monitoring capacity which provides the
necessary information for Parks Canada to fulfill its
mandate of protecting our national parks' ecological
integrity. A reinvestment in science and monitoring
capacity is required to ensure our parks protect
wildlife and healthy ecosystems, and to implement
our world-renowned national park ecological integrity
program.

° Outspan Group, 2011, Economic impact of Parks Canada.
http://www.pc.gc.ca/eng/docs/bib-lib/econo2011.aspx
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New Parks: $30 million per year on-going, plus a
$50 million one-time investment for land
acquisition and other establishment costs.*

Ecological integrity: $20 million per year on-going
for science and monitoring capacity to support the
protection and restoration of ecological integrity in
our national parks.

Ocean Health and Conservation:
Foundations for the Blue Economy:

Recommended investment: $65 million per year,
on-going

Recommendation Summary:
Stimulate the blue economy by investing in ocean
health and conservation:

1. Designate Marine Protected Areas (MPAS).
MPAs protect marine biodiversity, can help
recover fish stocks, boost tourism, and
maintain stable jobs for the future. An
important part of a National Conservation
Plan, MPAs contribute to Canada’s $30
Billion a year ocean economy.

o Complete bioregional plans for an
ecologically representative and well
connected network of marine
protected areas and designate
additional marine protected areas
covering at least 4% of Canada's
waters in the next three years for
inclusion in the MPA network.
Currently less than 1% of our
oceans are protected. This increase
will ensure Canada is half way
towards its 2020 international
commitment to protect 10% of our
oceans and has done more than

% This investment would enable the completion of national
parks in: South Okanagan-Similkameen, BC; Flathead Valley, BC;
Thaidene Nene (East Arm of Great Slave Lake), NT; Bathurst
Island, NU, Northern BC (Region 7); Sable Island, NS; Mealy
Mountains NL; Manitoba Lowlands, MB.


http://www.pc.gc.ca/eng/docs/bib-lib/econo2011.aspx
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any previous government by
doubling the current area protected.

To achieve this we recommend $35
million per year of ongoing funding
($25 million for Parks Canada to create
and manage National Marine
Conservation Areas, $9 million for
Fisheries and Oceans Canada to
designate Oceans Act marine protected
areas and $1 million for Environment
Canada to establish Marine Wildlife
Areas).

2. Set the foundation for good bioregional
marine planning by investing in marine
management tools to ensure intertwined
economic and ecological prosperity. These
tools will provide certainty for industry and a
stable investment climate while establishing
the thresholds and ecological limits of the
ocean ecosystem.

o

Designate and implement
cumulative effects and risk

assessment mitigation approaches.

This whole of ocean approach not
only establishes thresholds
essential to maintaining the health
of the ecosystem but is part of the
analysis necessary for responsible
resource development.
Coordinating and completing
human use mapping to ensure the
highest and best uses—those
critical to local and regional
livelihoods and economies—are
happening without conflict, and
operators and regulators have the
information they need for decision
making.

Measure and incorporate
ecosystem services (e.g. climate
regulation, pollination, water
filtration) through ecological
mapping to account for nature’s
services that are critical for human
and economic well being and will
benefit future generations.

Tie these foundational elements
together and implement Marine
Spatial Planning to help ensure an
integrated, ecosystem-based

10

approach to the planning,

protection, management and
responsible use of marine areas and
their resources.

To achieve this we recommend $20 million
per year of ongoing funding.

3. Investin state of the ocean reporting to set
marine environmental quality standards for
responsible resource development.

o Regularly updating the science on
the health of Canada’s oceans
establishes a clear and accountable
baseline by which industrial
development and conservation can
be planned and implemented. This
predictable environment creates
stable long term jobs and protects
the resources which maintain those
jobs. Environmental quality
standards and regulations can then
be set which benefit both
development and ecosystems.

To achieve this we recommend $10
million per year of ongoing funding.

Investment required: $65 million per year, on-
going

See Annex 1: Canada’s Oceans (below) for detail
and more background.



Conserving Our Migratory Birds

Recommended investment: $30 million per year,
on-going

To deliver on Canada’s responsibilities to conserve
migratory birds, a renewed investment is needed to
support enhanced research and monitoring as well
as conservation action in Canada, and throughout
the Western Hemisphere.

The federal government’s significant migratory bird
responsibilities and accountabilities derive from the
Migratory Birds Convention signed with the United
States. Over the past 30 years, Canada’s
investment in migratory bird science and
conservation has eroded, with some notable
exceptions (which include investments in the North
American Waterfowl Management Plan and in birds
at risk through the Species At Risk Act).

Earlier this year, the North American Bird
Conservation Initiative (Canada) published the first

State of Canada’s Birds reportll. Led by
Environment Canada, Bird Studies Canada, Ducks
Unlimited Canada, Nature Canada, the Nature
Conservancy of Canada and Wildlife Habitat
Canada, the report points to the strong influence of
human activity on bird populations, both positive and
negative, as well as the need for urgent action for
bird conservation.

The report shows that some groups of birds in
Canada are doing quite well. For example,
waterfowl across the country are modestly
increasing in response to the collective efforts of
government and non-government agencies through
the North American Waterfowl Management Plan.
Hawks, eagles and falcons have also rebounded in
response to management actions to control
pesticides and re-introduce populations to their
former range. Both successes are stellar examples
of what we can do by employing effective science
and conservation action in tandem. On the other
hand, shorebirds, grassland birds and birds that feed
on flying insects are doing very poorly, some

" North American Bird Conservation Initiative Canada. 2012.
The State of Canada’s Birds, 2012. Environment Canada,
Ottawa, Canada. 36 pages.
http://www.stateofcanadasbirds.org/
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species having declined by over 80% in the 40 years
of measurement.

Given dramatic declines in many migratory bird
populations, a re- investment in understanding and
remedying the problem nationally and internationally
is urgently needed.

Research and monitoring:

Research and monitoring is a fundamental
underpinning of successful migratory bird
conservation. Monitoring tracks changes in
abundance and distribution of bird species, and
research is required to understand which stressors
are affecting the populations and to design possible
solutions.

Enhanced research and monitoring should focus on:

e Assessing the impact of incidental take of
migratory birds from forestry, agriculture and
other industrial activities ;

e Ensuring migratory birds are adequately
considered in environmental assessments
for proposed developments

¢ Informing hunting regulations for migratory
game birds.

e Reporting to Canadians on the status and
trends of the migratory birds.

¢ Understanding the impact of climate change
and other broad scale stressors on birds and
ecosystem health so that adaptation
strategies can be developed, particularly in
the Arctic. .

e Assessing the state of Canada’s 597
globally and nationally significant Important
Bird Areas and to design strategies for their
protection.

Conservation Action:

Keeping common birds common through pro-active
conservation action is a more effective and
inexpensive strategy than recovering birds once they
are declared “at risk of extinction”.

To prevent vulnerable species from further decline,
Canada’s pro-active bird conservation programs
need to be enhanced. Available conservation tools
include land securement and enhancement,
stewardship of private lands, implementation of best


http://www.stateofcanadasbirds.org/
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management practices, designation of protected or
specially managed marine and terrestrial habitats,
and regulations. A National Conservation Plan
should result in greater investment in migratory bird
conservation, and strive to coordinate bird
conservation measures with other conservation
actions.

Partnerships in Canada and Abroad:

Canada should capitalize on the existence of broad
coalitions of willing partners, with well-developed
plans, to help advance migratory bird conservation.
For example, the North American Bird Conservation
Initiative, which consists of federal and
provincial/territorial agencies, conservation NGOs
and industry associations in Canada, as well as
counterparts in the United States and Mexico, is an
example of an effective conservation partnership.

Individual Canadians also have an important role to
play. Tens of thousands of individual Canadians are
actively supporting bird conservation through private
funds. And citizens are also contributing valuable
bird monitoring data. The State of Canada’s Birds
report was only possible because of the efforts of
thousands of Canadian volunteer observers.

International partnerships are also critically
important. Canada shares its species with many
other nations. In some provinces, over 90% of bird
species leave the country each fall for destinations
as far south as Tierra del Fuego. What we do in
Canada may be of little import if conservation is not
strong in other nations.

An important finding of the State of Canada’s Birds
report was that the birds that migrate the furthest are
in steepest decline. Canada has historically played
a small but important leadership role in conservation
in other Western Hemisphere countries, many of
whom are working to improve their relatively weak
conservation infrastructure. Canada could help by
playing a much more significant role in monitoring,
research, conservation planning and capacity
building in other countries. This needs to be a
central element of an effective Canadian Migratory
Bird Conservation Program.
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Alternative and Complementary
Opportunities

Extending Ecogift Tax Incentives: Extending to
Inventory Lands

The Green Budget Coalition further recommends
that the federal government amend the Income Tax
Act to extend the tax incentives provided under the
Ecological Gifts Program to apply to donations of
ecologically significant lands held by corporations or
individuals and not considered capital property (e.g.
lands held as inventory). Such donations of
inventory lands would, however, need to satisfy all of
the existing criteria for an ecological gift.

This would build upon the Government’s actions —
completed in Budget 2006, and welcomed by the
Green Budget Coalition - to reduce the capital gains
inclusion rate on ecological gifts to zero.

For more details on the Green Budget Coalition’s
recommendation for extending Ecogift tax incentives
to inventory lands, please see the Green Budget
Coalition’s Recommendations for Budget 2012."

National Conservation Plan Contacts
Overall & National Parks:

Alison Woodley/CPAWS

awoodley@cpaws.org 613.569.7226 EXT 230

Oceans:
Andrew Dumbrille/WWFE-Canada
adumbrille@wwfcanada.org 613.232.2506

Migratory Birds:
George Finney, Bird Studies Canada
888.448.2473 #116, gfinney@bsc-eoc.org

Alex MacDonald, Nature Canada, 613.562.3447
EXT 300, amacdonald@naturecanada.ca

Ecogifts:

Rob Wilson/Nature Conservancy of Canada
rob.wilson@natureconservancy.ca
416.932.0050 EXT 278
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http://www.greenbudget.ca/pdf/Green%20Budget%20Coalitio
n's%20Recommendations%20for%20Budget%202012%20(Nove
mber%202011)%20(2).pdf, page 46.
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Annex 1: Canada’s Oceans

Background and Rationale

40% of Canada is ocean (the percentage will grow in
area equivalent to the three Prairie Provinces after
Canada’s continental shelf extension under
UNCLOS Article 76). 90% of world trade takes place
by sea. Ocean industries contribute $30 billion to
Canada’s economy each year; 315,000 jobs,
creating opportunity in more than 1500 Canadian
coastal communities and elsewhere across the
country. We have explored less than 10% of the
seafloor and less than 1% of the global ocean is
protected. Canada’s oceans resources are also a
significant component of our export trade, worth over
$4.1 billion annually.

Scientific reports about the state of the oceans and
the challenges facing certain fisheries raise
concerns about the future of our oceans and the
resources and services they provide to all
Canadians. Oceans provide significant benefits and
services — how we manage our oceans is not only a
major determinant of our future health and
prosperity, it is a reflection of Canadian governance
and our place in the world. The environmental,
economic and social implications of the choices we
make in managing our oceans matter. An
investment in Canada’s oceans requires a relatively
low budgetary resource compared to its pay-back in
terms of domestic and international public
perception and political influence.

Marine Protection

The Government of Canada has demonstrated
leadership in recent years by creating new marine
protected areas (MPAs): Tarium Niryutait in the
Arctic; Bowie Seamount; and a National Marine
Conservation Area — Gwaii Haanas — on the Pacific
Coast. There has also been substantive progress
towards establishing National Marine Conservation
Areas in the Southern Strait of Georgia, BC and
Lancaster Sound, NU, as well as several Oceans
Act MPAs. The amount of Canadian ocean area
protected has grown under this government and
there is an opportunity and need to accelerate this
progress to achieve our international commitments
on fisheries and biodiversity.

13
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During the recent Conference of the Parties of the
Convention on Biological Diversity, Canada
committed to the conservation of 10% of its marine
areas through the establishment of an ecologically
representative and well connected system of
protected areas by 2020. Unfortunately, even with
the Government’s recent announcements, less than
1% of Canada’s ocean environments are protected,
and at the current rate of MPA establishment,
Canada would not meet its international
commitments until 2070. By comparison, Australia
currently has 10% of its ocean protected with an
additional 26% proposed, bringing the total to 36%.

In 2008, $61.5 million was approved over five years
for the Health of the Oceans (HOTO) Initiative as
part of Canada’s National Water Strategy. This
funding, enabled the completion of the National
Framework for Canada’s Network of Marine
Protected Areas and progress on Oceans Act MPAs,
ended in March 2012. Although an additional year of
funding was provided in 2012, a new allocation in
2013 is critically needed towards marine protection
in order to build on this government’s record of
protecting marine environments in Canada, and to
complete proposed MPAs and plans that are
currently underway.

State of the Ocean Reporting

Canadian ocean science and research requires
improvement. As the Commissioner of the
Environment and Sustainable Development noted in
her audit of Fisheries and Oceans Canada:
‘....Fisheries and Oceans Canada has not provided
Parliament and the public with the promised
information on the state of Canada's oceans. The
Department does produce state-of-the-oceans
regional reports that are available to the public, but
these scientific reports only describe the physical,
chemical, and biological oceanographic state of the
marine environment. Eight years after the Oceans
Act came into force; it remains difficult to assess the
condition of our oceans ecosystems, communities,
and industries. The Department has not set a date
for producing a first national state-of-the-oceans
report.”*?

13 Office of the Auditor General of Canada, 2005, Report of the
Commissioner of the Environment and Sustainable
Development to the House of Commons — 2005,
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It remains the case that there is no national,
comprehensive, annual state-of -the-ocean report for
Canada’s oceans. Yearly comprehensive national
oceans reporting could:

e Describe the current state of the ocean, how
it is changing, and how changes impact
marine development and ecosystems

e Identify current problems, develop future
scenarios and recommend solutions to
these problems that fit with future trends

e Assist with setting and communicating
environmental thresholds and indicators
while identifying information and data gaps

e Outline good environmental quality
standards, setting goals to achieve these
standards and measuring progress

Ideally, these outputs would be provided to decision
makers to assist with accurately assessing the
ecological and socioeconomic effects of actions over
a given year in the ocean.

And the Commissioner also noted, the management
of marine resources and reducing conflict is at the
heart of what the state-of-the-oceans reporting is all
about: ‘... a state-of-the-oceans report is to keep the
public informed, not just on the health of the oceans,
but also on how we are managing marine resources,
fostering sustainable oceans industries, engaging
coastal communities, protecting species-at-risk and
biodiversity, and resolving potential conflicts.’

Tools for Good Marine Management

Canada’s Oceans Act sets out the legislative,
jurisdictional and regulatory authority for DFO to take
a lead in coordinating the sustainable development
and protection of Canada’s oceans. Over the years,
since its passage in 1997, there have been various
initiatives including the Oceans Strategy, Oceans
Action Plan and Health of the Oceans Initiative to
implement and resource the vision of the Oceans
Act. At the core of these initiatives and the Act is the
principle of Integrated Management (IM). IM is a
commitment to the planning and management of
human activities while considering all measures
necessary for the conservation, protection and

http://www.oag-bvg.gc.ca/internet/docs/c20050901ce.pdf,
p.24-25.
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sustainable use of ocean resources and the shared
use of ocean areas.

In 2005, Canada initiated the development of
integrated management plans and allocated $28
million for Canada’s Oceans Action Plan (OAP) over
two years. The OAP provided an opportunity to
establish marine planning processes throughout five
Large Ocean Management Areas (LOMAS) and to
shift relevant federal agencies from single issue
management and uncoordinated decision making, to
a more sustainable and coordinated management
approach - one that would ensure protection of
important marine environments while providing
opportunities for business. These plans help sustain
jobs and protect the ocean environment, resulting in
healthy coastal communities. A robust and effective
oceans management plan is also an essential
precondition to maintaining the “social license” to
operate in the domestic context for many sectors of
Canada’s economy.

Critical to the success of Canada’s IM program and
the bioregional marine planning process are the
development and implementation of tools that set
the foundation for good marine management.
These tools (see below), when fully developed, will
provide certainty for industry and a stable
investment climate while establishing the thresholds
and ecological limits of the ocean ecosystem. They
are essential for maintaining the integrity of the
ocean environment while boosting and enabling
responsible resource development in Canada’s
oceans.

Important and effective tools that can contribute to
good marine management include:

Marine Spatial Planning (MSP): MSP is an
operational process to help ensure an integrated,
ecosystem-based approach to the planning,
protection, management and responsible use of
marine areas and their resources. Effective
application of MSP addresses the current lack of
coordination and integration of different sectors,
levels of government, and even countries that today
undermines the sustainable management of many
marine areas.

Cumulative Effects Assessment: By taking a
whole-of-ocean approach that recognizes multiple
users and actions of those users, we are able to


http://www.oag-bvg.gc.ca/internet/docs/c20050901ce.pdf

better assess and understand the combined
influence of all activities on ocean health.
Approaches to map, quantify and assess these
cumulative effects are challenging, but also critical to
do as they provide the necessary information and
knowledge as to where combined effects pose a risk
to ecosystem health and are contrary to responsible
resource development. Such assessments can help
establish and identify whether specific areas can
sustain additional activities, and also help identify
which areas are critical to the productivity of ocean
ecosystems and whose health must be maintained
for continued benefits to communities and regional
economies.

Risk Assessment: These are building blocks of a
cumulative effects assessment and are more
detailed assessments of individual activities on
different ecosystem components. Risk assessments
take into account the differing sensitivities of
different ecosystem components and help quantify
the effects and also quantify the risk of damage of
harm to those components from any one activity.
This is foundational knowledge needed to determine
the level of risk of individual activities on differing
ecosystem components and to inform a cumulative
effects assessment. Risk assessments help
managers deliberate on what may be considered
tolerable or acceptable risk.

Human Use Mapping: Mapping human uses is for
an accountant akin to identifying your assets and
where one derives benefit from use of the marine
environment. It is also a way of identifying where the
environment produces services like fisheries or
tourism which are important to local and regional
economies and people. It is key to map these areas
of importance so that multiple users and
beneficiaries of those uses can adequately
represent their interests in planning and decision
making processes.

Valuing Ecosystem Services: By allocating
economic value to the hidden benefits of ecosystem
services and biodiversity components, decision
makers are better equipped to manage current
activities without compromising the ability of the
environment to sustain natural processes that
humans depend upon. Valuation of ecosystem
services can also assist with the identification and
implementation of economic incentives for
biodiversity conservation through, for example,
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redirection of harmful subsidies, tax breaks, and
other fiscal transfers.'® As recognition of the
importance of ecosystem services valuation as a tool
to promote conservation of biological diversity and
sustainable use of its components, the parties to the
United Nations Convention on Biological Diversity
(CBD) have agreed to:

“By 2020, at the latest, biodiversity values have
been integrated into national and local development
and poverty reduction strategies and planning
processes and are being incorporated into national
accounting, as appropriate, and reporting
systems.”15

This valuing of services can be operationalized
through an ecological mapping approach which
contributes to DFO’s core mandate of integrated
management and the facilitation of conservation and
economic development in Canada’s oceans.

14 TEEB, 2010, The Economics of Ecosystems and Biodiversity:
Mainstreaming the Economics of Nature: A synthesis of the
approach, conclusions and recommendations of TEEB.

> UNEP/CBD/COP/Dec/X/2 (2010) Strategic Plan for
Biodiversity 2011-2020 and the Aichi Biodiversity Targets,
Target 2.
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Strengthening Canada’s Environmental Law
and Science Capacity

Recommendation Summary

The Government of Canada’s environmental laws and science capacity are fundamental to its
ability to protect Canadians’ economic prosperity, human health and quality of life and the
ecosystems and natural resources on which they depend.

To ensure Canada’s laws and science capacity continue to effectively fulfill these critical roles,
the Green Budget Coalition recommends that the Government of Canada:

1. Progressively strengthen Canada’s environmental laws by:

a. Financing regular statutory reviews;

b. Establishing a fund for monitoring the laws’ operation and effectiveness,
including a comprehensive, publicly-accessible database of all federal
environmental enforcement and compliance data; and

c. Financially supporting the provinces and territories to allow them to effectively
deliver these laws, where intergovernmental arrangements have been adopted,;

2. Strengthening federal capacity for environmental science by:
a. Restoring funding for key elements of federal environmental science capacity,

including permanent staff; and

3. Affirming the importance of existing environmental laws and science capacity by:
a. Committing to preserve current federal environmental science capacity; and
b. Ensuring that any further proposed changes to environmental laws are reviewed
by the most relevant House of Commons committee(s).

Recommended Investment:
For environmental law reviews:

For environmental law enforcement monitoring:

$800,000 per year for five years
$1 million per year for five years

For environmental law program support to provinces: $5 million per year for five years

For environmental science capacity: Uncertain

Benefits for Canadians

Strong environmental laws, combined with strong
science capacity, protect ecosystem and human
health, increase equity, increase prosperity and
competitiveness, provide a strong foundation of
certainty and confidence for investors, protect
resources for future generations as well as the
present, increase quality of life, and decrease costs
from health care and ecosystem clean-up,
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restoration and remediation. They also protect
recreation values which are provided by healthy
clean freshwater, healthy, abundant fish, healthy
forests, grasslands and parklands, and abundant
wildlife habitat.

Background and Rationale
Strong protection for the environment is a top-rated
value for Canadians. Federal environmental laws



and science capacity play critical roles in ensuring
environmental protection for Canadians.

Environmental Laws

1. Refining Environmental Laws - Process
For the benefit of Canadians, substantive
amendments to federal environmental laws need to
be carefully reviewed by the related House of
Commons committee(s), comprising the MPs with
the most knowledge and time to effectively consider
these important issues.

The federal budget process, including the House of
Commons Finance Committee, is most appropriate
for addressing the fiscal requirements of
environmental laws, rather than the contents of the
laws themselves. Canada has a strong tradition of
extensive consultation and involvement of
Canadians both in developing and in reviewing and
amending its environmental laws. The matters
addressed in Canada’s environmental laws are
complex and changes affect multiple private and
public interests. Extensive consultation, assessment
and attention to the values the law is intended to
protect inevitably results in changes to make those
laws stronger and to achieve better results.

The well-developed process for parliamentary
committees to review proposed law amendments,
outside of the budget process, is much better suited
than the budget process for this type of consultation,
input and assessment prior to the development and
introduction of the proposed changes to the
substantive laws. The budget process is well-suited
for considering budgets, including spending and
fiscal proposals, but is not designed for, nor
appropriate for, substantive law development. A key
aspect is that traditional parliamentary law reviews
allow and facilitate the openness and thoroughness
that is a must for substantive law development,
whereas the budget development process demands
confidentiality and often requires a short timeline for
committee review. In no sector is this openness so
important as in the context of environmental laws
which are intended to be universal in their
application.

As such, the Green Budget Coalition encourages the
Government of Canada to commit that any future
proposed changes to environmental laws will be
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comprehensively reviewed by the most relevant
House of Commons committee(s).

2. Environmental Law Reviews

Canada’s environmental statutes often include
provision for regular five year reviews (or other time
frames may be specified.) Examples include the
Canadian Environmental Assessment Act and the
Canadian Environmental Protection Act. Even when
there are not requirements for statutory reviews built
in to the statute, regular reviews of the working and
effectiveness of the environmental law and
opportunities for improvement are good practice.
Even within the same Statute, undertaking regular
reviews of each of its Parts is also good practice and
would reveal opportunities for improvement.
Accordingly, the Green Budget Coalition
recommends a new dedicated fund for annual
regular federal environmental law reviews, rotating
across Canada’s various environmental statutes and
implementing regulations. These reviews should be
conducted publicly, with invitations for input by all
Canadians who may be interested in, or affected by,
the laws or regulations under review. They should
also be supported by strong defensible research and
evaluation regarding the operation of each
environmental statute undergoing review. Budgeting
for five years would provide some initial predictability
to this exercise but it would best be made
permanent.

Budget: $800,000 per year for five years

3. Environmental Enforcement Monitoring

and Information/Database Access
Canadians’ ability to access federal environmental
law enforcement information is a significant measure
of government accountability and transparency.
Accordingly, the Green Budget Coalition
recommends that a new dedicated fund for
monitoring the operation and effectiveness of
environmental laws be introduced.

This is distinct from facility-specific monitoring,
program monitoring, or ecosystem monitoring.
Rather, in addition to those types of monitoring, a
consistent, comprehensive and publicly accessible
system of releasing enforcement information
regarding Canada’s environmental laws should be
undertaken, with data collected and published online
in real time.
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In order for Canada to fulfill the promise of more
“open government”, Canadians must be able to
access all enforcement statistics for all of Canada’s
federal environmental laws in a new database.™®
Federal environmental laws are only effective if they
are consistently and effectively enforced. At
present, only partial and piecemeal monitoring of the
government’s enforcement of environmental laws is
made available to Canadians. This precludes
Canadians from fully understanding or evaluating
enforcement efforts with respect to a particular
community or facility. The establishment of a
comprehensive, regularly updated database of all
federal environmental enforcement and compliance
data would enable Canadians to assist federal
environmental regulators, leading to improvements
in environmental performance and compliance.
Canada should emulate the US system, where the
“‘ECHO” database is searchable by zipcode
(address) or facility, providing quick and easy access
to enforcement information. Searchable by
geographic area and by regulated entity, a new
online database would have the secondary benefit of
increasing investor knowledge and awareness,
arguably leading to stronger markets.

For all environment statutes, the database would
track the enforcement activities, including statistics
related to inspections, investigations, reviews,
warnings, and prosecutions. This data is essential
to program managers, to government, to the public,
to the Commissioner for Sustainable Development,
to academics and to others. The cost of the
database would be defrayed by the resultant
reduced government workload associated with
formal requests for enforcement information. It
would provide data useful for evaluation of the
effectiveness of environmental laws and would be a
useful input for the process of environmental laws
review recommended in Section 1.

Budget: $1 million per year for five years

4. Environmental Law Program Support to
Provinces and Territories

Adequate funding to support Canada’s

environmental laws is essential. Funding is

necessary to ensure that the programs envisaged by

18 For more specific details, see “Getting Tough on
Environmental Crime”, Ecojustice, 2011, online:
http://www.ecojustice.ca/publications/reports/getting-tough-
on-environmental-crime
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the laws are delivered; that standards required by
the laws are adhered to; that there is appropriate
research to support and improve the environmental
law; that there is oversight as to whether it is
achieving its intended objectives; that there is
scrutiny to ensure that there are no unintended
consequences; and to ensure that there is effective
monitoring and enforcement of those laws. In
addition, when aspects of Canada’s federal laws are
delivered in conjunction with the provinces, federal
funding must ensure appropriate operation of those
laws across the country.

In the event that the federal government enters into
intergovernmental arrangements for delivery of
national environmental laws within provinces and
territories, it remains of paramount importance for
the federal government to ensure that the intended
objectives of those laws are being achieved.
Accordingly, in addition to including such
arrangements in the Environmental Law Monitoring
and Environmental Law Reviews submitted above,
there should be dedicated support to the provinces
for the administration and delivery of those
environmental laws in respect of the federal
interests. The appropriate amount would depend on
how many such arrangements are anticipated and
negotiating this support should be an integral part of
any such arrangements. As an interim measure, the
Green Budget Coalition recommends allocation of
five million dollars per year to ensure that there is
additional support to the provinces and territories in
respect of any substitution or equivalency
arrangements under the Canadian Environmental
Assessment Act, 2012.

Budget: $5 million per year for five years.

Environmental Science Capacity

In order to effectively protect Canada’s environment
and Canadians’ quality of life, and to guide
responsible resource development, the federal
government requires a strong, reliable capacity for
environmental science, including permanent staff.

Canada’s environmental science capacity is critical
to ensuring: that environmental programs are
delivered and sustained; that environmental laws
and regulations are adhered to and effectively
enforced; that Canada continues to meet its
obligations under international environmental



agreements; that we continue to conserve our
natural capital, wild spaces and species, and air and
water quality; that we continue to monitor our
progress in conserving our natural capital, wild
spaces and species, and air and water quality for
future generations; that there is appropriate research
to support and improve environmental laws,
regulations and operational policies; that there is
effective oversight as to whether laws, regulations
and policies are achieving their intended objectives;
that there is appropriate research and education to
mitigate the impacts of global environmental change
and adapt to those changes where necessary; and
to ensure that the federal government’s efforts to
conserve, protect, restore and reconnect our shared
environment complement those of the provinces and
territories, and our international partners.

However, the federal deficit-reduction measures
announced and implemented in 2011 and 2012 have
resulted in significant reductions in federal
environmental science capacities, including to core
staff and the resources that provide those capacities.

While respecting that these deficit-reduction
measures have been carried out with the best of
intentions and to encourage even greater fiscal
responsibility within government, the Green Budget
Coalition is concerned that these measures have
unduly impacted the federal government’s ability to
carry out its environmental responsibilities, and have
created a substantial risk of these measures’
medium- and long-term costs far exceeding their
short-term benefits in cost savings.

Acting rapidly to restore the government’s science
capacity in essential areas could maximize the
benefits of such action for Canadians, and minimize
the future costs of compensating for the implications
of a weakened federal science capacity, and of
restoring that capacity down the road.

Particularly valuable environmental capacities to
restore include:

e Detailed data previously tracked and
reported through the mandatory long-form
census program and associated programs,
which provided many variables and
covariates used by environmental scientists
to better understand human impacts on
Canada’s environment (e.g., fertilizer inputs
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for agriculture and the occurrence of
species-at-risk), and environmental
correlates with quality of life (e.g., household
income or education and air pollution
indices).

e The world-renowned aquatic science
research that has been made possibly by
the Experimental Lakes Area (ELA) and
established Canada’s leadership in this field.

e Critical high-latitude research in global
environmental change that was
implemented through the Polar Environment
Atmospheric Research Laboratory (PEARL),
facilitating understanding of climate change
and pollution impacts on the high arctic, its
peoples and wildlife.

e Increased acquisition and modernization of
Canada’s national archives, which serve as
a crucial clearing-house for demographic
data, home-grown research in the pure,
applied and social sciences, and
government programs throughout Canada’s
history as a federation.

e Independent research and advice on how to
balance and integrate environmental and
economic priorities.

Alternative and Complementary Policies
Canada’s environmental laws and science capacity
could also be importantly strengthened by amending
those laws and regulations to ensure key federal
departments and agencies are involved in
environmental assessments related to their areas of
scientific expertise and jurisdiction; for example,
strengthening the habitat protection provisions of the
Fisheries Act could importantly facilitate and improve
the protection, monitoring and restoration of marine
and aquatic ecosystems.
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Green Infrastructure in First Nations Communities

Recommendation Summary

There are major opportunities to pursue co-benefits for First Nations communities by
integrating green infrastructure thinking into programs and policies that are needed for
planning, building, updating, and repairing First Nations infrastructure. While some progress is
being made, in many communities First Nations drinking water systems and First Nations
housing stock are both in dire need of improvement and upgrading. Energy use is higher in
many First Nations communities than the rest of Canada, due to a variety of factors including
climate and remote location, which is often exacerbated by much higher energy prices. These
issues are closely related to each other as well as to impacts on the health of First Nations
community members, especially their children. A co-ordinated approach which takes
advantage of latest technologies, opportunities for First Nations communities to participate in
green technology development, training for First Nations youth, and integration of green
infrastructure approaches would pay big dividends for First Nations communities. As First
Nations issues are federal jurisdiction, it is incumbent on the federal government to facilitate
progress in these areas through its budget documents.

The benefits would include: improved human health in these communities; increased
education and training opportunities; increased employment opportunities for First Nations
youth both within and outside of their home communities; and increased quality of life and
control over their immediate environment.

The need for ongoing research into Aboriginal health continues as the statistics demonstrate
major inequities. According to the 2006 census, 12% of Canadian children live below the Low
Income Cut Off poverty level, but this is much higher for Aboriginal children: 1 in 4 Aboriginal
children living inside First Nations communities and 1 in 2.5 Aboriginal children living outside
First Nations communities live in poverty.*’

The Green Budget Coalition’s primary recommendation to create critical benefits for First
Nations communities by utilizing green infrastructure thinking is to invest in First Nations
water and wastewater systems.

Recommended Investment:
$600 million per year, for five years (for water and wastewater systems)

Alternative and complementary recommendations address First Nations energy efficiency,
healthy housing, and environmental health.

v Campaign 2000 (2008) Report Card on Child and Family Poverty in Canada; Campaign 2000 (2009); Campaign 2000 (2011); (in CMOH
report) Statistics Canada 2008, Aboriginal Children’s Survey, 2006: Family Community and Child Care; Chief Medical Officer of Health
report for 2009 notes that more than 20% of non-Aboriginal children in CMAs (Census Metropolitan Areas) in Canada are in low income
families but for Aboriginal children levels are much higher (57% of First Nations, 45% of Inuit, and 42% of Métis).



Background and Rationale

The federal government has a clear mandate and
fiduciary responsibility to ensure safe drinking water
for Aboriginal Canadians (First Nations, Métis and
Inuit) whose communities are located on federal land.

The biggest challenge of access to clean drinking
water is in small and rural communities and First
Nations communities. Over 1,700 small and rural
communities and over 100 First Nations communities
across Canada are under boil water advisories in any
given year.”® Immediate attention is required to
address the condition of First Nations, Inuit and Métis
water systems. A recent assessment commissioned by
Aboriginal Affairs and Northern Development Canada
(AANDC) found that 39% of First Nations drinking
water systems are at high risk of being unsafe, and
concluded that AANDC would need to spend
approximately $6 billion on infrastructure upgrades
and training over the next ten years to address
upgrades to meet existing protocols and new servicing
demands.™ Funding announcements such as FedDev
Ontario providing nearly $20 million to help fund water
technologies in Ontario communities, if applied to First
Nations communities, will help solve a Canadian water
crisis, while propelling Canada into the global water
management industry.

An initial investment of $600 million per year for five
years is needed to address upgrades, training,
operations and maintenance, and research into novel
systems to address the condition of First Nations, Inuit
and Métis water and wastewater systems. This value
is based on the approximately $6 billion required over
10 years as outlined in AANDC'’s report: National
Assessment of First Nations Water and Wastewater
Systems — National Roll-up Report, Final (April,
2011)*°. That report indicates that over the next 10
years approximately $1.2 billion is required to meet
existing protocols and an additional $4.7 billion for new

8 Water Canada, 2011, Urgent Delivery,
http://watercanada.net/2011/urgent-delivery/

19 Aboriginal Affairs and Northern Development Canada, 2011,
National Assessment of First Nations Water and Wastewater
Systems - National Roll-up Report Final. http.//www.aadnc-
aandc.gc.ca/DAM/DAM-INTER-HQ/STAGING/texte-
text/enr_wtr_nawws_rurnat_rurnat_1313761126676_eng.pdf

20 http://www.aadnc-aandc.gc.ca/DAM/DAM-INTER-
HQ/STAGING/texte-
text/enr_wtr_nawws_rurnat_rurnat_1313761126676_eng.pdf
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servicing.”* The $1.2 billion required to meet existing
protocols should be the budget priority for the first
three years of the proposed 5-year, $600 million
budget envelope.

Budget: $600 million per year for five years
Healthy Communities — Water and Wastewater
Systems — Help to address the infrastructure deficit
and absence of adequate water systems in First
Nations, Inuit, and Métis communities. An initial
investment of $600 million per year for five years is
required.

Alternative and Complementary Policies
To complement infrastructure investments, Canada
needs to fund training and technological
development, specifically for small rural communities
and First Nation communities. The introduction in
2010 of Bill S-11, The Safe Drinking Water for First
Nations Act — an act that attempts to establish
enforceable drinking water regulations on First
Nations reserves — was a start, followed by the
introduction of the somewhat revised Bill S-8, under
the same name.? It proposed to establish
enforceable regulations for drinking water and
wastewater based on provincial drinking water laws.
While needing improvements in the legislative text,
Bills S-11 and S-8 demonstrate that the Government
of Canada recognizes the need to prioritize the issue
of safe drinking water for First Nations. Lack of
funding and of a legislative framework continues to
undermine the ability to improve access to safe
drinking water on First Nations reserves. However
there has been some funding progress, as the
federal government invested in drinking water and
sewer systems over a number of years, with
resulting reductions in some of the numbers of
drinking water advisories. For example, Budget 2012
invested $330.8 million over two years, additional to

' The approximately $1.2 billion in upgrades required to meet
existing protocols is based on the $1.08 billion in construction
costs and the $79..8 million in non-construction costs
articulated in the report: National Assessment of First Nations
Water and Wastewater Systems — National Roll-up Report, Final
(April 2011).

22 Bill S-11 was introduced into the Senate on May 26, 2010, but
was stopped when the 2011 federal election was called; in the
current Parliament, Bill 5-8 has now been introduced and was
the subject of review by the Standing Senate Committee on
Aboriginal Peoples in 2012.
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previous investments; the federal government cites
$2.5 billion in cumulative investments since 2006 for
First Nations water systems.?*?*

1. First Nations Energy Efficiency

The GBC recommends a significant investment in
healthy First Nations energy efficiency and energy
retrofit programs by the federal government. While
there are a variety of First Nations and provincial
programs underway,” additional resources are
needed from the federal government in order to
make significant gains across Canada in a timely
manner. Energy efficiency needs in First Nations
communities also require healthy housing
investments detailed in the following
recommendation (#2), since many of the needed
energy improvements require improvements in
housing stock. Energy conservation programs
address not only much needed improvements in
efficiency of utilization of energy resources and
therefore provide cost savings and improved
economic opportunities, they also address many of
the health and comfort issues associated with poorly
insulated buildings such as mold, indoor air quality
and asthma.”® These programs should be multi-fuel,
that is, applicable whether energy and heat sources
in the communities are supplied by electricity, diesel,
oil, wood, natural gas, renewable energy or
otherwise.

It is also important to ensure that energy efficiency
and retrofit programs in First Nations communities
are creating employment and skills training for youth

= Aboriginal Affairs and Northern Development Canada, Budget
Highlights 2012, http://www.aadnc-
aandc.gc.ca/eng/1314815272921/1314816043432

2 Canada, Budget 2012, Chapter 3.4.

= For example see the Manitoba Hydro “Power Smart First
Nations” program which, as of 2012, has worked so far with 40
Manitoba First Nations in 400 homes with a program
addressing issues like pipe wrap and draft proofing, and some
potential deep measures which require significantly greater
investment such as building insulation,
http://www.hydro.mb.ca/your _home/first nations/index.shtml

http://frontiersmb.ca/Publications/Management/2012%2002%
2022 FNPSP%20Presentation%20for%20Frontiers%20SJ).pdf

% Canadian Environmental Law Association, “Healthy Retrofits”
Executive Summary, 2011,
http://www.cela.ca/sites/cela.ca/files/CELA773-
Healthy%20Retrofits-Exec-Summ-Eng.pdf
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in those communities and this requirement should be
designed into the programs as a condition of
funding.

In addition, program development and delivery by
the federal government with First Nations community
partnerships is a key requirement.’

A minimum five years investment is required in order
to build and maintain capacity for program delivery.
While the need is greater, this recommendation
targets deep measures in 1,000 homes per year with
the recognition that capacity for energy efficiency
and retrofit delivery needs to continue to be built,
especially in remote, rural and northern
communities. In future years, the program should
aim to provide deep measures energy retrofits
(retrofits that deal with building envelope, insulation,
and major appliances) in larger numbers of homes
annually in First Nations communities across
Canada.

Non-residential energy efficiency programs in First
Nations communities are also critical for pursuit of
energy use reductions, cost savings, and emissions
reductions from institutional, commercial and other
business facilities. Programs such as those pursued
by the Aboriginal and Northern Community Action
Program (ANCAP) and the EcoEnergy for Aboriginal
and Northern Communities Program 2011-2016
should be funded and continued in First Nations
communities across Canada.?**°

Investment required:

a) For deep measures residential energy
conservation programs (installation of energy

7 For example, see the example of Five Nations Energy Inc.
Conservation Program on the Western James Bay Coast :
http://www.nan.on.ca/upload/documents/energy2012-pr-
lucie-edwards-fnei-conservation-program.pdf

%8 Centre for Indigenous Resources, “Reflections on Success, A
Sustainable Future in a Changing Climate”, 2007,
http://www.aadnc-
aandc.gc.ca/eng/1312212959922/1312213056686

» The EcoEnergy for Aboriginal and Northern Communities
Program 2011-2016 is not receiving applications for funding at
present (as of date of writing, September 2012, pending
updated information for 2013-14 fiscal year). Aboriginal Affairs
and Northern Development Canada, “EcoEnergy for Aboriginal
and Northern Communities Program 2011-2016, Information

for Applicants”, http://www.aadnc-
aandc.gc.ca/eng/1100100034258/1100100034259
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efficient appliances, installation of proper wall and
building insulation, and efficient heating systems) in
First Nations communities:

2,000 homes per year across Canada at
$6,000.00 per home for deep measures -
$12 million per year for five years.

For non-residential energy efficiency projects in First
Nations communities and partnerships, to pursue
work done under the previously funded Aboriginal
and Northern Community Action Program (ANCAP)
and to renew funding for the EcoEnergy for
Aboriginal and Northern Communities Program
2011-2016:

100 new projects across Canada per year at
$250,000 each - an investment of $25 million per
year for five years.30

2. Healthy Housing

20% of Aboriginal multi-family households live with
core housing needs (defined as housing that is
either unaffordable, substandard, overcrowded, or all
three) vs. 12.4% among non-Aboriginal
households.** Almost 1/3rd of existing on-reserve
housing stock requires major repair or
replacement®”. The 2006 census data estimate that
15% of the First Nations population is living in
overcrowded homes, a rate that is five times higher
than the non-Aboriginal population.33 The current
government has acknowledged that,

“the housing situation on many reserves is
inadequate, and that it can contribute to poor
economic and social outcomes and contributes
to the gap in quality of life experienced by First

0 ps of 2012, since 2007 the program has provided support to
160 First Nations projects across Canada; at a maximum
eligibility of $250,000 per project (project eligibility varies).

%1 precarious Housing in Canada, 2010. Wellesley Institute; The
Dunning Report: Dimensions of Core Housing Need in Canada.
2" Ed. The Cooperative Housing Federation of Canada, August,
2009; CMHC, Canadian Housing Observer, 2009 and 2011
reports.

32 Michael Shapcott (Social Determinants of Health 2nd ed,
Chapter Housing)

%3 Gionet, L (2009), First Nations people: Selected findings of
the 2006 Census. Canadian Social Trends, Summer 2009 (87):
54-60.
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Nations peoples.”*

Since 2005, the federal government has taken
the following actions, following on a series of
investments made in 2005 and earlier, the
federal government has:

e In 2010, announced a two year program,
partially administered by Canadian
Mortgage and Housing Corporation, of
which $200 million was for new on-reserve
housing and $200 million was for repair and
retrofitting of on-reserve social housing;*

e In 2007, announced a $300 million First
Nation Market Housing Fund;

e In 2007,also announced a review of the
1996 Aboriginal Housing Policy; and

¢ In 2006, made a one-time investment of
$300 million for housing in the Territories,
and created a $300 million trust for off-
reserve Aboriginal housing.

The Standing Committee on Aboriginal and Northern
Affairs noted that the estimates of on-reserve
housing needs alone were between 20,000 to
87,000 homes, increasing at 2,000 homes per
year,*® and that inadequate and over-crowded
housing result in extensive health and social
impacts.

For off-reserve housing, the 2009 Eggleton — Segal
Report In from the Margins noted that urban
Aboriginal housing was in jeopardy from the
discontinuance of previous funding programs. The
report highlighted that,

** Government Response to the Seventh Report of the Standing
Committee on Aboriginal Affairs and Northern Development
(17 October, 2007); Hon. C. Strahl,
http://www.parl.gc.ca/HousePublications/Publication.aspx?Doc
Id=3077327&Language=E&Mode=1&Parl=39&Ses=1; See the
Report at
http://www.parl.gc.ca/HousePublications/Publication.aspx?Lan
guage=E&Mode=1&Parl=39&Ses=1&Docld=2792835&File=0
(39" Parl. 1% Session)).

% http://www.cmhc-schl.gc.ca/en/corp/nero/nere/2010/2010-
04-23-1230.cfm

*® House of Commons, Standing Committee on Aboriginal
Affairs and Northern Development (29 March 2007), Aboriginal
Housing, Seventh Report, 1st Session, 39th Parliament,
including footnote 10.
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http://www.parl.gc.ca/HousePublications/Publication.aspx?Language=E&Mode=1&Parl=39&Ses=1&DocId=2792835&File=0
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“One of the most affected by housing problems
are Aboriginal Canadians living off-reserve and
increasingly concentrated in large urban areas —
particularly Vancouver, Winnipeg, Regina,
Toronto, Calgary and Edmonton. The focus of
the federal government executive and legislative
authority with respect to housing and other
services for Aboriginal peoples has historically
and primarily been on First Nations people living
on reserves. With respect to on-reserve housing,
however, the government states that it provides
assistance based on policy and not treaty right.
The federal government does provide some
programs, albeit of a lesser scope, to off-reserve
Aboriginal people, again on the basis of
policy.”®’

On-reserve housing:

Invest in 85,000 new housing units at a cost of
$150,000 per unit and $25,000 per unit for service
connections - $15 billion dollars total investment in
present dollars.®® An investment of $750 million per
year would achieve this investment in 15 years.

Investment Required:
$750 million per year for five years.
Off-reserve housing:

Support for 20,000 units of off-reserve urban
Aboriginal housing at $25,000 per unit for
maintenance and mortgage support. This amounts
to a five hundred million dollar investment.

Investment Required:

$100 million per year for five years.

3. Environmental Health

The National Aboriginal Health Organization (NAHO)
was closed in 2012, after Health Canada ended its

37

http://www.parl.gc.ca/Content/SEN/Committee/402/citi/rep/r
ep02dec09-e.pdf

8 Assembly of First Nations pre-budget submission 2011 -
http://www.parl.gc.ca/Content/HOC/Committee/411/FINA/We
bDoc/WD5138047/411 FINA PBC2011 Briefs%5CAssembly%2
00f%20First%20Nations%20E.html
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$4.4 million annual funding**funding.”® However, the
need for ongoing research into Aboriginal health
continues as the statistics demonstrate major
inequities. According to the 2006 census, 12% of
Canadian children live below the Low Income Cut
Off poverty level, but this is much higher for
Aboriginal children: 1 in 4 Aboriginal children living
inside First Nations communities and 1 in 2.5
Aboriginal children living outside First Nations
communities live in poverty.41

The NAHO was a repository for valuable, even
irreplaceable Canadian Aboriginal health research.
It included a vast repository of Aboriginal traditional
knowledge.

Further impact to environmental health analysis
arises from the 2012 federal budget cut of

$12.5 million per year for the First Nations Statistical
Institute.*

Investment required: $5 million per year

Contact

Theresa McClenaghan/Canadian Environmental
Law Association theresa@cela.ca
416.960.2284 EXT 219

% National Aboriginal Health Organization, 5 April 2012,
Announcement, http://www.naho.ca/wp-
content/uploads/2012/04/NAHO-Announcement-5-APR-12.pdf
“* National Aboriginal Health Organization, 5 April 2012,
Announcement, http://www.naho.ca/wp-
content/uploads/2012/04/NAHO-Announcement-5-APR-12.pdf
1 Campaign 2000 (2008) Report Card on Child and Family
Poverty in Canada; Campaign 2000 (2009); Campaign 2000
(2011); (in CMOH report) Statistics Canada 2008, Aboriginal
Children’s Survey, 2006: Family Community and Child Care;
Chief Medical Officer of Health report for 2009 notes that more
than 20% of non-Aboriginal children in CMAs (Census
Metropolitan Areas) in Canada are in low income families but
for Aboriginal children levels are much higher (57% of FN, 45%
of Inuit, and 42% of Métis).

2 Aboriginal and Northern Affairs Canada, Budget Highlights

2012, http://www.aadnc-
aandc.gc.ca/eng/1314815272921/1314816043432
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Subsidy Reform in the Extractive Industries:
Responsible Resource Development

Recommendation Summary

The Government of Canada has moved to enhance the neutrality of the tax system and
further rationalize inefficient fossil fuel subsidies®® by phasing out tax preferences for the oil
and gas sector in three of the last five federal budgets. Important commitments were contained
in Budgets 2007, 2011 and 2012 likely resulting in increased federal revenue in the order of
$400 million annually.** The Green Budget Coalition has advocated for a number of years that
the federal budget move to remove tax expenditures to the fossil fuel extraction industry, and
therefore supports the Government of Canada’s commitments to reduce fossil fuel subsidies.

Added in Budget 2012 was movement to enhance the neutrality of the tax system by also
phasing out tax preferences to the mining sector. Removing the Atlantic Investment Tax Credit
for mining as well as phasing out the Corporate Mineral Exploration and Development Tax
Credit are both steps oriented to contribute to both tax neutrality and responsible resource
development.

The movement in Budget 2012 to bundle fossil fuel subsidy reform with responsible resource
development is good. With a booming 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, there
will be an increase in tax expenditures 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 GBC.

While these are important first steps, Canada has a continued opportunity to support
responsible resource development while improving the neutrality of the tax system. The Green
Budget Coalition offers the following recommendations for subsidy reform to the Department of
Finance Canada:*

1. Enable Canadian Exploration Expenses (CEE) only for unsuccessful exploration:
The CEE allows companies to deduct 100% of their exploration expenses from their

®In support of Canada’s G-20 commitment to phase-out inefficient fossil fuel subsidies over the medium-term.
* Based on analysis from:

e  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.

e  Budget 2011. http://actionplan.gc.ca/initiatives/eng/index.asp?mode=2&initiativelD=207

** Each of these recommended subsidy reforms was listed in a Memorandum from Finance Canada Deputy Minister Michael Horgan 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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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 more 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, about 40% of wells do not
produce,*® indicating that about 60% of current exploration expense rates could be
belter aligned with the useful life of the asset.

Annual savings: Over $240 million per year®’

2. Remove Accelerated Capital Cost Allowance (ACCA) for the mining sector: While
the cost of tangible assets used in resource extraction and initial processing is usually
deductible at a rate of 25% per year, new and expanded mines — including coal mines —
allow a deduction of up to 100%. This ACCA has already been phased out for oil sands
assets; the GBC recommends extending this to all mining to follow the rule of setting
capital cost allowance rates based on the useful life of assets.

Annual savings: Minimum $5 million*® (for the coal sector only)

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 1990’s, 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 per cent of specified mineral exploration
expenses incurred in Canada and renounced to flow-through share investors.*

Annual savings: $100 million per renewal (over two fiscal years)>*

Total savings: Over $345 million per year

% Statistics Canada. Oil and gas extraction. Catalogue no. 26-213-X. Ottawa: Government of Canada, 2009

* 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).

*8 Memorandum from Michael Horgan to Minister of Finance, 18 March 2010, Subject: G-20 Commitment — Fossil Fuel Subsidies,
http://pubs.pembina.org/reports/department-of-finance-subsidies-memo.pdf, page 5.
49 4

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).

50 Budget 2012, Annex 4.
51 Budget 2012, Table A4.1
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Advantages for Canadians

There are both economic and environmental
benefits of these proposed measures. First,
increased economic activity attributable to tax
expenditures can have a negative impact on
environmental outcomes even when provincial and
federal regulations are not contravened. This
decreases Canada’s natural capital, putting into
jeopardy the net benefit of the tax expenditure. It
also could impact on the goals of the Federal
Sustainable Development Strategy.

Second, 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 can support Canada’s long
term global competitiveness.

Background and Rationale

The identification and removal of subsidies to the
Canada’s extractive sector is an important and
necessary component of the transition to a green
economy and to maintain Canada’s global
competiveness. During this time of fiscal constraint,
subsidies to the extractives sector represent an
added strain on public finances and an inefficient
use of taxpayer dollars. (See also Subsidy and
Pricing Reform, later in this document.)

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 the Advantage Canada goal of
enhancing growth by improving the sectoral
neutrality of the tax system.

Mineral Exploration Tax Credit

The Mineral Exploration Tax Credit was introduced
as a temporary measure 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.

52 Sawyer, Dave and Seton Stiebert, 2010.
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In addition, it is uncertain whether it has had any
significant impact on mineral exploration
expenditures, in increasing metal reserves, or in
creating sustained economic activity. 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%. This data calls into question the
ability of the METC to boost exploration investment
during lows in the commodity cycle.

Contact
Dave Sawyer/International Institute for Sustainable
Development dsawyer@iisd.ca 613.238.9820

** Natural Resources Canada, Intergovernmental Working
Group on the Mineral Industry, 2009, Taxation Issues for the
Mining Industry: 2009 Update, http://www.nrcan.gc.ca/mms-
smm/busi-indu/met-afi/2009/int-int-eng.htm#te
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Complementary Recommendations

Tackling Climate Change

Tackling climate change will involve an ongoing and increasingly meaningful switch away from
using fossil fuels such as coal, oil, and natural gas, and towards the efficient use of clean,
renewable energy. This switch will not happen overnight. But it has to begin now and be
unrelenting for the next three to four decades in order for Canada’s resulting greenhouse gas
pollution to be reduced virtually to zero by 2050.

(The best climate science indicates that in order to
have a likely chance of keeping global warming from
exceeding dangerous levels, greenhouse gas
pollution from rich, industrialized countries such as
Canada must be virtually eliminated in the next forty
years.>) As such, every misplaced investment that
facilitates a greater use of fossil fuels—especially
energy infrastructure that will be around for decades
— makes the task more difficult by taking Canada
away from the path that allows for a full shift away
from fossil fuels.

The federal government’s role, therefore, is to
develop and implement policies that will facilitate
that transition, by reducing the amount of energy we
need to power our economy, and shifting from dirty
fossil fuels to the efficient use of renewable energy.
The climate change-related policies presented in this
document — funding energy efficiency programs,
phasing out fossil fuel subsidies, and introducing
carbon pricing—are important steps in the fight
against climate change but are insufficient by
themselves to get Canada on the path to virtual
elimination of fossil fuel use.

To contribute fully to that goal, the federal
government would have to implement a
comprehensive suite of policies that addresses all
the major users of fossil fuel and sources of
greenhouse gas pollution. That suite would include
broad policies, such as carbon pricing, that
encourage the switch to clean, renewable energy.
Many more would be targeted policies that are

> Intergovernmental Panel on Climate Change, analyzed and
cited in “A Copenhagen Climate Treaty: A Proposal for a
Copenhagen Agreement by Members of the NGO Community”,
pgs. 16-18.
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specific to a sector or activity, including the electricity
sector; the manufacturing sector; the oil, natural gas,
and refining sectors; residential, commercial, and
institutional buildings; transportation sub-sectors
such as personal vehicles, freight transportation,
public transportation, rail, domestic and international
aviation, and off-road vehicles; the waste sector; the
agricultural sector; and energy-consuming goods
such as furnaces, water boilers, appliances, and air
conditioners.

All of these can be addressed by the federal
government. Some, including those in this
document, would require budgetary and fiscal
measures. Others are best addressed using
regulatory measures, but will nonetheless require
budget allocations in order for sufficient capacity to
exist within government for developing and
implementing those regulations.

Without that full suite of policies to address major
GHG sources, Canada will be straying from the path
to a stable climate and a sustainable future.
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Sustainable Energy for Canada:

From Research to Deployment

Recommendation Summary

Last year, the global market for clean technologies (“cleantech”) reached US $1 trillion.
Countries around the world are investing in innovative and sustainable energy technologies to
tap into this huge and growing opportunity. Canada has an excellent resource base for
renewable energy and a strong track record of energy innovation. A federal sustainable energy
strategy that spans the full spectrum of clean energy development — from support for
innovation to financing and through to deployment — would help Canada compete with the
leaders. This recommendation includes five targeted initiatives that encompass each phase of
the clean technology spectrum.

Specifically, the proposed strategy includes:

Support for Innovation

1. Fostering innovation in energy storage

Large-scale power storage is seen by many as one of the most important technological
developments that will be required world—over in the coming years. Canada already boasts
one of the largest electricity systems in the world, and could become a global leader in energy
storage innovation. Significant strategic investments in energy storage — at a similar order of
magnitude to the game-changing federal investments in carbon capture and storage — would
help to create a more reliable electricity system in Canada while enabling the increased
deployment of renewable energy.

Target: $100 million a year for the next five years.

2. Increased investment in Sustainable Development Technology Canada

Sustainable Development Technology Canada (SDTC) has a proven track record of early
investments that have helped many small- to medium- sized Canadian businesses
commercialize and bring to market new technologies that deliver economic, environmental and
health benefits to Canadians. To help bring Canadian cleantech innovation to market, SDTC
will need a recapitalization of $500 million by 2017.

Target: $100 million a year for the next five years.

Financing Energy Efficiency

3. Supporting “Green Energy Bonds” to increase private investment in low-carbon
initiatives

The creation of new green bond instruments would create a pool of capital for low-interest
revolving loans that would target energy efficiency and clean energy development. A lack of
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access to capital for low-carbon initiatives is a key barrier to the development of clean energy.
The Government of Canada should help to create a $5 billion fund by seeding it with $100
million per year for five years. Private investment would be targeted to build from this capital to
reach a $5 billion revolving fund that would generate returns for investors based on clean
energy development.

Target: $100 million a year for five years.

Deploying Cleaner Energy and Increasing our Energy Productivity

4. A National Green Homes Strategy to build on energy efficiency successes in
Canadian houses

To align with ambitious initiatives in the U.S. and U.K., Canada needs a comprehensive
strategy to have 100 per cent of its existing housing stock retrofitted by 2030. Canada can
begin by aiming for 15 per cent by 2015. The first phase should feature strategic investments
in residential energy efficiency that are focused on low-income households, building on Budget
2011’s $400 million one-year funding. Target: As an initial part of a Green Homes Strategy, the
Government of Canada should invest $250 million a year for five years to improve the energy
efficiency of existing homes, focusing on lower-income households.

5. Securing Arctic and remote communities’ local energy supply

A Northern Wind Incentive Program (NorWIP) that targets remote communities could replace
over 300 million litres of diesel fuel imported and burned in the Arctic every year. This program
would also help stabilize long-term energy costs using Canadian-developed technology.
Target: $12 million a year for five years to support the deployment of wind hybrid systems in
remote communities.

Total Recommended Investment: $562 million per year for five years

Background and Rationale investments in energy storage would help build
Canada’s reputation in the clean energy economy,

1. Fostering innovation in energy storage and provide support across the country to help

achieve the federal government’s laudable goal of
generating 90 per cent of our electricity from non-
emitting sources by 2020.%°

Over the past decade, the federal government has
played an important role in advancing renewable
energy in Canada. Beginning with the Wind Power
Production Incentive in 2002, which was expanded ]
through the ecoENERGY for Renewable Power Large-scale power storage is one of the most
program in 2007, Canada’s federal government important technological developments that will be

successfully acted as a catalyst in helping emerging required to deliver clean energy at scale, and
technologies move into broad markets across Canada has an opportunity to play a leading global

Canada. role.

The federal government can build on its success by
making near-term investments to spur long-term
results in clean energy innovation. Strategic *® 2008 Speech from the Throne.
http://www.discours.gc.ca/eng/media.asp?id=1383
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A 2011 study by Alberta Innovates found that the
economics of wind turbines could be improved as
much as 42 per cent if the electricity they generate
could be effectively stored and sold at times of peak
demand.>® If electricity generated from the wind,
sun, tides, and other variable output sources could
be reliably stored, electricity systems would also
become increasingly able to integrate higher and
higher proportions of clean energy into their local
grids.

Canada’s expertise in leading storage technologies
includes hydro power (pumped storage) and fuel
cells and drilling (compressed air storage). The
federal government’s Clean Energy Fund has
supported several innovative projects in the strategic
area of electricity storage, such as Electrovaya’s
demonstration project with automotive-scale lithium
ion batteries, and NB Power’s research on load
control in four maritime communities.

Building on lessons from the Clean Energy Fund, a
strong RD&D focus on energy storage could play a
crucial role in making Canada a leader in energy
storage innovation. Failing to act risks missing out
on investment and jobs in a burgeoning industry that
reduces greenhouse gas emissions while meeting
Canada’s energy needs.

2. Increased investment in Sustainable
Development Technology Canada (SDTC)
Established in 2001, SDTC provides clear value to
the Canadian economy, to the environment and to
the health of Canadians. It started with a

$490 million grant for the core Sustainable
Development Tech Fund and later received

$500 million for a Next Generations Biofuel Fund
(NGBF). Their SD Tech Fund will be fully allocated
by the end of 2012 with the NGBF on track to be
fully allocated by early 2014.°’

These funds are intended to not only bridge the
traditionally under-supported gap between research
and commercialization but also to “de-risk” clean
technologies by catalyzing private-sector investment

and creating the opportunity for commercial success.

*® Alberta Innovates Technology Futures, Energy Storage:
Making Intermittent Power Dispatchable, Final Report, Version
1.0, October 17, 2011.

>’ SDTC officials, email correspondence, 21 September 2012.
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Since its inception in 2001, SDTC has completed 19
funding rounds, allocating $560 million to 228
projects.”® SDTC'’s extensive network among private
investors has resulted in follow-on-financing of

$2.3 billion into 52 of SDTC’s more mature
companies. This is a return of more than 14 times
the original investment by SDTC. Follow-on
financing and other programs have helped SDTC'’s
cleantech companies have a Compound Annual
Growth Rate (CAGR) in revenue of 21%, nearly
twice as fast as other, non-SDTC cleantech
companies.

Canadian research has already led to many
innovative and profitable technologies that
generated $9 billion in revenues in 2011, making
Canada a strong competitor in the rapidly growing
global cleantech industry. However, the reality is that
many small- to medium-sized Canadian businesses
struggle to innovate. SDTC plays a crucial role in
supporting the early stages of these innovative
technologies and bringing them to market.

SDTC-funded projects are active in a variety of
major Canadian economic sectors, including energy
exploration and production, power generations,
energy utilization, transportation, agriculture,
forestry, wood products and pulp and paper products
and waste management areas.

Notably, SDTC’s support for oil sands technologies
led to $252 million in investments for projects that
improve the economic and environmental bottom
line of this growing sector.®

This year has seen both the Standing Senate
Committee on Energy, the Environment and Natural
Resources®™ and the public policy think tank the

*% Sustainable Development Technology Canada, SDTC Profile
(accessed 14 Sept 2012),
http://www.sdtc.ca/index.php?page=sdtc-profile&hl=en_CA
¥ spTC officials, email correspondence, 21 September 2012.
0 spTC officials, email correspondence, 21 September 2012.

! The Standing Committee on Energy, the Environment and
Natural Resources, “Now or never: Canada must act urgently to
seize its place in the new energy world order,” Senate of
Canada, (2012),
http://www.parl.gc.ca/Content/SEN/Committee/411/enev/rep/
rep04jul12-e.pdf
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Mowat Centre® praise the contribution that SDTC
has made to advancing a cleaner and stronger
economy in Canada. In particular, the Mowat Centre
states that SDTC is an exceptional federally-funded
program, based on:

“both its longevity and its high degree of
effectiveness as measured by outcomes. The
organization has a clear mandate to develop
the most promising pre-commercial clean
technologies, an independent governance
structure and operates arms-length from the
government. National scope is a strong
advantage giving it a unique perspective and
awareness of diverse regional capabilities and
existing projects, thereby avoiding duplication.
The program is widely applauded by
stakeholders.” *®

One recommendation coming out of the federal
government’s recent expert panel on federal support
for research and development in Canada was to
“help high growth innovative firms access the risk
capital they need through the establishment of new
funds where the gaps exist.” ® SpTCis already
playing this role through its funding of cleantech
innovation. Recapitalizing SDTC will demonstrate
the commitment of the federal government to closing
this innovation gap.

Beyond SDTC'’s two initial grants, additional funding
by the federal government has been inconsistent.
This lack of funding certainty will soon limit SDTC’s
ability to maintain the quality of their operations,
thereby limiting cleantech commercialization in
Canada. Budget 2012 did not allocate any funding to
SDTC.

®2 Tatiana Khanberg and Robert Joshi, Smarter and stronger:
taking charge of Canada’s energy technology future, Mowat
Centre (2012) p. 42.
http://mowatcentre.ca/pdfs/mowatResearch/67.pdf

® Tatiana Khanberg and Robert Joshi, Smarter and stronger:
taking charge of Canada’s energy technology future, Mowat
Centre (2012) p. 42.
http://mowatcentre.ca/pdfs/mowatResearch/67.pdf

% Tom Jenkins, Bev Dahlby, Arvind Gupta, Monique Leroux,
David Naylor, Nobina Robinson, “Innovation Canada: A Call to
Action, Review of Federal Support to Research and
Development — Expert Panel Report,” (2011), Industry Canada,
148pp.
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In recapitalizing SDTC’s Tech Fund, the federal
government would multiply its investment and
encourage clean technologies to create substantive
economic, environmental and health benefits for
Canada. SDTC-funded projects have contributed
positively to export trade and to improving our
environment.

The Green Budget Coalition recommends that the
federal government begin recapitalizing SDTC at a
rate of $100 million per year for the next five years,
beginning in Budget 2013.

3. Supporting “Green Energy Bonds” to
increase private investment in low-carbon
initiatives

Access to capital can be an ongoing challenge to
energy efficiency projects even when they are cost
effective in the medium- to long-term. Energy
efficiency projects can provide a safe return on
investment in the form of energy cost savings, but
projects are often stymied by an inability to pay for
the upfront costs of retrofits and efficiency measures
in new homes and facilities. The creation of “Green
Energy Bonds” would reduce the costs and risks of
accessing capital.

Green Energy Bonds would engage the public by
raising capital for clean energy investments, while
their government backing would provide stability to
investments. The raised capital would be available in
a revolving fund to address the market gap that
many clean energy and energy efficiency projects
face even when they have overall positive rates of
return. This gap will accelerate the deployment of
pollution-reducing technology, while generating
positive returns for those who have invested in the
bonds.

The resulting projects will contribute to achieving
broader government objectives including its climate
change targets and its laudable goal of generating
90 per cent of Canada’s electricity from non-emitting
sources within the next ten years.

A Green Energy Bond revolving fund would directly
involve the Canadian public in a positive way in
supporting clean energy. A 2007 poll conducted by
Nanos Research found that 82 per cent of
Canadians support the idea of a green bond initiative
and 62 per cent indicated they would purchase


http://mowatcentre.ca/pdfs/mowatResearch/67.pdf
http://mowatcentre.ca/pdfs/mowatResearch/67.pdf

Green Bonds if they carried an interest rate similar to
a Canada Savings Bond. The European Investment
Bank issued a Climate Awareness Bond in 2007,
which can be examined as a precedent for this
initiative. Combined with other innovative financing
mechanisms, such as facilitating on-bill financing of
home retrofits and instruments that allow Canadians
to “repay as they save,” Canadian green bonds can
help address the challenge of securing private
investment for good efficiency projects.

4. A National Green Homes Strategy to build
on energy efficiency successes in Canadian
houses

With only 0.5 per cent of the world population,
Canada generates the 6th most electricity of any
country in the world. 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 federal government has taken
important steps to improve energy efficiency in the
past, but there is much to be done, as Canada’s
energy efficiency was recently ranked second-to-last
of 12 major economies.

An efficient economy depends on the efficient use of
energy. At home and at the workplace, Canadians
are not energy efficient, making household finances
and our overall economy vulnerable to price spikes
and energy uncertainties. Energy efficiency
measures not only reduce the risk exposure to
fluctuations in energy prices, but are also some of
the most cost-effective ways to reduce pollution. The
less energy we use, the fewer fossil fuels we burn,
resulting in cleaner air, cleaner water and fewer
greenhouse gas emissions. Lowering energy
consumption means Canadians will have more
capital and discretionary spending power that can be
used to invest more productively in the wider
economy.

Any program that helps reduce energy costs puts
more money in the hands of households and
businesses. In other words, it has the same benefit
as a permanent tax cut. In a recent study that
included six northeastern American states,
Environment Northeast found that a US $16.8 billion
investment over 15 years to reduce electricity
consumption would increase economic activity by
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US $168 billion, and create jobs equivalent to
767,000 job years as consumers spent their energy
cost savings in the wider economy.®

These win-win opportunities for both environmental
and economic gains have inspired collaboration and
consensus, such as the Canadian Premiers’
commitment through the Council of Federation to
improve energy efficiency by 20 per cent by 2020 in
their respective jurisdictions.

The energy used to heat Canadian homes, run
appliances and keep lights on is responsible for
about 15 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. Yet of the over nine million
homes in Canada, only 8 per cent have been
retrofitted to improve efficiency as a result of
government programs. While these improvements
are important, there remains significant work to be
done.

Energy costs are particularly challenging for low-
and fixed-income Canadians. But while these
consumers would see significant benefits from
efficiency measures, they are also often least able to
afford the initial investment required. (For example,
half of all measures for home energy efficiency are
directed towards low-income households in the
U.K.’s initiative.)

The federal government could play a critical role in
leading Canadian energy efficiency efforts,
producing tangible benefits that include cost savings
for consumers, job creation and economic stimulus.
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.®®

Looking beyond Budget 2013, a national program
should target 15 per cent of existing housing stock

® Environment Northeast, Energy Efficiency: Engine of
Economic Growth, A Macroeconomic Modeling Assessment,
October 2009. http://www.env-
ne.org/resources/open/p/id/964

% Natural Resources Canada. Report on the Review of Clean
Energy Initiatives, March 25, 2011.
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retrofitted by 2015, 40 per cent by 2020, and 100 per
cent by 2030. This strategy would bring Canada in
line with similar efforts in the U.S. and the U.K.

In addition, the focus of existing energy efficiency
programs needs to be expanded to include a full
suite of support measures. This includes energy
labelling, financing options that allow homeowners to
pay for retrofits out of future energy savings, and
training and certification of renovators to ensure
quality control. The EnerGuide Home Rating System
needs to be strengthened and maintained without a
break. A home retrofit incentive program should be
re-launched, with more targeted incentives and initial
audits made available free of charge. Natural
Resources Canada should prioritize incentives that
target longer-payback items and encourage fuel
switching to low-carbon energy sources as well as
major appliance upgrades.

5. Securing Arctic and remote communities’
local energy supply

Canada was once a leader in developing wind
energy technology for remote communities, but has
recently lost this lead to jurisdictions such as Alaska
and Australia. In last year's Speech from the Throne,
it was encouraging to hear the government commit
to promote the “deployment of clean energy in
Aboriginal and northern communities.” This is an
important opportunity to build on some of the early
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capacity Canada has developed, while improving
energy security and reducing long-term energy costs
in remote and northern communities. Secure energy
supplies in remote communities will help to ensure
long-term Arctic sovereignty.

Wind energy represents a significant opportunity for
Canada’s northern, remote and Aboriginal
communities. Many of these communities are
currently dependent on diesel-powered electricity
generation that is expensive, polluting and leaves
communities at the whim of import prices and long-
term availability. While wind-diesel hybrid systems
have been operating from Alaska to Antarctica for
over a decade, projects in Canada’s remote
communities have not benefit from traditional federal
incentive programs for wind energy because they did
not recognize the costs associated with work in
small, northern and remote communities. Budget
2013 offers an opportunity to remedy this gap via a
targeted incentive program.

Contact

Tim Weis/Pembina Institute
timw@pembina.org
780.485.9610 EXT105
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Subsidy and Pricing Reform:
Fundamental for a Sustainable Canadian Economy

A truly sustainable Canadian economy would improve the lives of Canadians and the health of
our planet in an ongoing, integrated fashion. A sustainable economy would recognize that
conserving and protecting natural systems is critical to our ongoing prosperity, and that the
health of our economy is “inextricably linked” to the health of our environment, as Minister

Flaherty has noted.®

One of the fundamental requirements for making a successful and efficient transition to a
sustainable economy is ensuring that governments’ fiscal policies support — and not hinder -
the achievement of Canada’s sustainability objectives.

Two fiscal strategies are of particular importance:

1) “Levelling the playing field” for natural resource exploration and development through

ecological subsidy reform; and

2) Ensuring market prices “tell the environmental truth” through environmental pricing reform.

Adherence to the “polluter pays” principle® is central to both of these strategies.

1) Ecological Subsidy Reform

Firstly, governments need to “level the playing field”
for natural resource exploration and development
so that the fiscal treatment of natural resources is
equitable, or else that fiscal policies favour
resources whose life-cycle and human health
impacts are the most positive. This should include

consideration of conservation and recycling options.
(67,68)

&7 Department of Finance Canada, 14 September 2011,
“Government of Canada Promotes Economic Prosperity
Through Support for Small Business”,
http://www.fin.gc.ca/n11/11-080-eng.asp

®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 telling the
Standing Committee on the Environment and Sustainable
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The first step in implementing such ecological
subsidy reform is to remove any existing preferential
treatment (“subsidies”) for energy sources which are
non-renewable or whose development or use is
significantly environmentally-damaging.

The federal government has made important
progress in this area in Budgets 2007, 2011 and
2012 through a series of commitments addressing
the oil sands and mining, and supporting tax
neutrality and responsible resource development.69

This document outlines the most important next
steps in ending such counterproductive subsidies,

Development that the government “believes that the polluter
should pay.”

&9 Budget 2007 initiated the phase-out of the 100% accelerated
capital cost allowance (ACCA) for the oil sands; Budget 2011
reduced the deduction rates for intangible capital expenses in
oil sands projects to those applicable to the conventional oil
and gas sector; Budget 2012 removed the Atlantic Investment
Tax Credit for mining, and phased out the Corporate Mineral
Exploration and Tax Credit.
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regarding tax subsidies in Subsidy Reform in the
Extractive Industries, and regarding off-book
accident liabilities in Hidden Liabilities in Nuclear
Power and Arctic Offshore. The subsidies identified
in these recommendations are, collectively,
economically inefficient, financially risky, and
counterproductive to sustainable energy policy.

The federal government could save over

$300 million annually and make important progress
towards sustainability by ending these subsidies.
Enabling the Canadian Exploration Expense only for
unsuccessful exploration could save over

$240 million alone.

2) Ensuring Prices “Tell the Environmental
Truth”

Market prices do not currently “tell the environmental
truth.” Indeed, as Sir Nicholas Stern has pointed
out, “climate change is the greatest market failure
the world has seen.”™

Canada’s economy will only maximize benefits for
Canadians and be truly sustainable when market
prices do tell the environmental truth by reflecting
true values — today and in the future — as well as the
life-cycle costs and benefits — financial,
environmental, and social — of their production and
consumption.

When measuring the life-cycle impacts of specific
goods and services, we generally consider the costs
and benefits associated with resource depletion,
waste creation, pollution emissions, and ecological
restoration resulting from the development,
production, transportation, sale, use, and disposal of
those goods and services. However, the full
spectrum of such costs and benefits is generally not
represented in the market price of goods and
services, and instead the remaining “externalities
are borne by society at large. As a result of this

»n7l

" October 30 2006, Press note: Publication of the Stern Review
on the Economics of Climate change, http://www.hm-
treasury.gov.uk/newsroom and speeches/press/2006/press s
tern 06.cfm.

"L «Externalities” refers to costs or benefits, resulting from an
economic activity, that impact an individual or entity not
involved in determining that activity, and which are not
reflected in market prices. Common environmental
externalities include air, water and noise pollution, as well as
the stewardship of wetlands and forests.
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imbalance, businesses and consumers tend to over-
consume (or, in some cases, under-supply)
particular goods and services as their market prices
are artificially low. "

Economists refer to this situation as a “market
failure” because there is no market for the
externalities, and the market for the goods and
services is distorted. Economic theory states that
when prices reflect true costs, an optimal level of
consumption takes place, and society’s welfare is
maximized.

Canada’s economy suffers from two major types of
ongoing market failure: (1) we are over-consuming,
and thus inefficiently utilizing, our non-renewable
natural resources; and (2) we are over-polluting our
air, water, and soil — and through them our bodies
— well beyond capacities to absorb this pollution
without notable harm.

As a result of these market failures, when
businesses and citizens make strategic operational
and purchasing decisions to favour human health
and the environment, they often find themselves
incurring increased costs in order to do so as these
goods and services are competing with more
harmful options whose prices are artificially low. This
imbalance is counterproductive to achieving a
healthier sustainable society because it sends the
wrong signals to all of us as economic decision-
makers.

Environmental Pricing Reform

The Green Budget Coalition firmly believes that
Canada’s prosperity requires that market prices for
goods and services accurately reflect the true value
of resources required to produce them, today and in
the future, as well as the full costs (including risks of
major accidents) and benefits to the environment
and human health associated with their

2 Common examples of over-consumed goods include oil and
natural gas (where prices do not usually reflect pollution
impacts on health and the environment) and roads for
transportation (where usage fees are rarely charged), and
imported fruits and vegetables (where prices do not reflect the
environmental and health costs of the transportation-related
pollution). Under-supplied services include forests (where the
environmental and health benefits are rarely compensated
financially).


http://www.hm-treasury.gov.uk/newsroom_and_speeches/press/2006/press_stern_06.cfm
http://www.hm-treasury.gov.uk/newsroom_and_speeches/press/2006/press_stern_06.cfm
http://www.hm-treasury.gov.uk/newsroom_and_speeches/press/2006/press_stern_06.cfm

development, production, transportation, sale, use
and disposal.

This approach is often called environmental pricing
reform (EPR), and could be implemented through a
mix of market-based instruments, such as taxes,
fees, rebates, credits, tradable permits and subsidy
removal.

Such EPR policies create many benefits. They
preserve natural resources for higher value uses,
reward environmental leaders amongst businesses
and citizens, and stimulate environmental
innovations with global export potential. Overall, they
expedite the development of healthy, sustainable
economies, where economic success brings
concurrent environmental and human health
benefits, and where self-interested economic
choices are more frequently those resulting in the
most social and environmental benefits.
Furthermore, such policies provide enhanced
fairness to citizens and business through the
“polluter pays” principle, by forcing polluters to pay
for the harm they cause.

Canada lags behind most other industrialized
countries — including the United States and
Australia — in utilizing market-based instruments,
particularly financial disincentives.

However, the GBC has commended the government
for some important fiscal actions, including steps
towards imposing a price on greenhouse gas
emissions through a cap-and-trade system, and the
introduction of a modest, temporary carbon tax as
part of a revenue-neutral “feebate” structure for new
automobile purchases.73

3 See Green Budget Coalition, 2007, 2007 Federal Budget —
Analysis of Environmental Measures,
http://www.greenbudget.ca/pdf/Budget Analysis 2007.pdf,
p. 1-3, 6. Budget 2007 introduced the Vehicle Efficiency
Incentive Structure. It used a “feebate” structure that
combined a modest carbon tax - a Green Levy of up to $4,000
on new gas guzzling vehicles - with a rebate of up to $2,000 for
purchases of highly fuel-efficient vehicles and of “E85” flex fuel
vehicles. The structure was intended to be roughly revenue-
neutral, with the levy revenues exceeding the rebate cost.
http://www.budget.gc.ca/2007/pdf/bp2007e.pdf, p. 66-70,
436-438. Budget 2007 documents also acknowledged that,
“emissions trading will be an important component of a
market-driven approach to reducing GHG emissions and air
pollutants.” Department of Finance Canada, 19 March 2007,
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The most important EPR actions available to the
federal government are: (1) implementing a robust
price on greenhouse gas emissions (a “carbon
price”; see the Carbon Pricing recommendation later
in this document); (2) removing liability caps and
raising minimum insurance levels for nuclear power
and offshore oil operations (See Hidden Liabilities in
Arctic Offshore and Nuclear Power, later in this
document) and (3) developing and implementing a
comprehensive environmental pricing plan, in
coordination with provincial, territorial and municipal
governments.

Reducing Investment Requirements through
Subsidy and Pricing Reform

To achieve a sustainable economy and society,
while minimizing costs to Canadians, strategic
investments will also be required — particularly in
energy efficiency, renewable energy, intra- and inter-
city transit, water and wastewater infrastructure,
climate action in developing countries, and new
progress indicators (most of which are addressed by
recommendations in this document).

However, in many cases, the scale of these
government investments can be significantly
reduced by implementing ecological subsidy reform
and environmental pricing reform measures, as
discussed above. For example, the costs of
accelerating energy efficiency and renewable energy
can be reduced by implementing a robust carbon
price, while removing the government’s existing tax
subsidies and off-book liabilities for fossil fuels and
nuclear power will make private investments in
renewable energy and energy conservation more
attractive. Net transit operating costs can be
significantly reduced by implementing fair
disincentives to driving, particularly a strong carbon
price and road user pricing. The need for building
expensive new water and wastewater infrastructure

The Budget Plan 2007 - Aspire: To a Stronger, Safer, Better
Canada, p. 35. Budget 2008 allocated $66 million to “set up key
features of the regulatory regime [for industrial air emissions],
including an electronic tracking system for units traded in the
carbon market, a single-window reporting system for industry,
an industry-supported technology fund to invest in emission
reduction projects, an offset system to finance emission
reduction projects in non-regulated sectors, and better
modelling of air quality.” Department of Finance Canada, 26
February 2008, The Budget Plan 2008 — Responsible Leadership,
p. 162. http://www.budget.gc.ca/2008/pdf/plan-eng.pdf
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can be reduced by raising water usage fees to better
cover the costs of the related infrastructure.

In addition, for fiscal policy to support sustainability,
federal financial transfers to provincial and municipal
governments, and subsidies to industry, should be
made conditional on achieving defined
environmental outcomes, with some inter-
governmental transfers made conditional on
implementing true-cost pricing measures (such as
for road use).

Contact

Andrew Van Iterson/Green Budget Coalition
avaniterson@naturecanada.ca
613.562.3447 EXT 243
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Carbon Pricing:

Accelerating Progress Towards a Low-Carbon Economy

Recommendation Summary

To accelerate Canada’s transition to a low-carbon economy and achieve Canada’s climate
change commitments, the federal government should move immediately to implement a well-
designed, transparent and environmentally rigorous carbon pricing system. Such a system
could readily complement the government’s existing sector-by-sector regulatory approach.

Revenue Implications

The revenue implications of a carbon pricing system
are highly dependent on policy design choices.
Research carried out by a number of organizations,
however, suggests that annual revenues in the order
of $18-50 billion can be expected.”® The carbon
pricing systems already in place in British Columbia,
Alberta and Quebec collect $1.2 billion, $74 million
and $200 million for their respective governments.

The scale of such revenues means that the question
of how the money is “recycled” becomes a critical
factor. The Green Budget Coalition recommends
five priority areas for the use of carbon pricing
revenues:

e Helping to meet Canada’s greenhouse gas
emission reduction targets,

e Helping to meet Canada’s international
climate finance obligations,

e Protecting low income Canadians,

e Protecting the international competitiveness
of trade-exposed manufacturing sectors that
are demonstrably at risk of “carbon
leakage”’®, and

e Compensating households in regions at risk
of undue impacts (from carbon pricing).

e Additional revenue could be invested in
government priorities ranging from deficit
reduction, to business and personal income
tax cuts, to general revenues.

7* Sustainable Prosperity Policy Brief, Carbon Pricing, Climate
Change, and Fiscal Sustainability in Canada, December 2010.
http://www.sustainableprosperity.ca/article586.

7> Where production could be relocated to a jurisdiction with
less stringent emission controls.
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Background and Rationale

Carbon pricing, or putting a price on greenhouse gas
(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.

An increasing number of jurisdictions are
implementing carbon pricing. In Canada, both
Quebec and BC have carbon taxes. Cap-and-trade
systems have been in place in the European Union
since 2005 and the Northeast U.S. since 2009.
California and Quebec will have a cap-and-trade
system up and running by January 2013. Australia’s
parliament implemented a carbon tax in July 2012.

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. 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 pricing can
substantially reduce the cost (i.e., by 2/3) of
achieving an environmental policy objective in


http://www.sustainableprosperity.ca/article586

Green Budget Coalition

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 pricing policy creates
opportunities to achieve a number of co-benefits.

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.
One of these opportunities is the ability to promote
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. A second fiscal policy opportunity
created by carbon tax 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 tax can help fill that gap
in a sustainable way, because they are based on
consumption rather than income.

The second important co-benefit for Canada of a
carbon pricing policy is in the area of innovation and
productivity. Both are areas of perennial concern,
inasmuch as they are key determinants of our
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.””

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

7% Resources for the Future, Retail Electricity Price Savings from
Compliance Flexibility in GHG Standards for Stationary Sources,
July 2011.

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

40

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 details on the Green Budget Coalition’s
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).*

Contacts
Matt Horne/Pembina Institute
matth@pembina.org 604.874.8558 EXT 223

Andrew Van Iterson/Green Budget Coalition
avaniterson@naturecanada.ca
613.562.3447 EXT 243

8 Organisation for Economic Cooperation and Development,
Taxation, Environment, and Innovation, October 2010.
http://www.oecd.org/document/6/0,3746,en 2649 34281 46
091974 1 1 1 1,00.html

7 Sustainable Prosperity Policy Brief, Carbon Pricing,
Innovation, and Productivity, June 2010.
http://www.sustainableprosperity.ca/article344

8 Available from http://www.greenbudget.ca/main_e.html
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Hidden Liabilities in Arctic Offshore and Nuclear Power:
Protecting Taxpayers and the Environment

Recommendation Summary

The current design of Canada’s Arctic offshore and nuclear liability rules leaves governments,
taxpayers, communities and the environment vulnerable in the event of a significant accident
or spill. The Green Budget Coalition believes that liability should be commensurate with the
entire potential costs of a worst case accident and recommends protecting federal taxpayers

by:

1. Abolishing the $40 million absolute liability cap for drilling operations conducted in

Canada’s Arctic;

2. Removing the $75 million cap for nuclear reactor operator liability;
3. Raising the minimum accident insurance level for nuclear operators to match those of

other western nations; and

4. Ending the protection of reactor suppliers and vendors from liability if negligent.

Financial Savings

In the case of an oil spill or nuclear accident, the
federal government could be left responsible for
damages and clean-up costs in the billions of
dollars, because of the caps on liability. Removing
these caps and modifying the civil liability regime
more generally, as other countries have done for
nuclear accident liability, would eliminate these off-
book liabilities by transferring the respective
liabilities to reactor operators and those companies
operating offshore.

Background and Rationale

Liability rules are a fundamental budget issue
because they speak to: a) the adequacy and
availability of offshore and nuclear power industry
funds to pay for post-spill and post-accident
response clean up and associated damages,
including potentially massive environmental
damages; and b) the financial incentive structures
established by the respective liability regimes, which
directly impact the behaviour of the offshore and
nuclear power industries.

In 2011, the federal government took an appropriate
step in levelling the playing field for green energies
by privatizing Atomic Energy of Canada Limited. By
committing to no additional direct or indirect
subsidies for reactor projects, the federal
government protected taxpayers and aligned federal
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policy with the “polluter pays” principle.81

Arctic Offshore Liability

The liability regime for drilling operations conducted
in Canada’s Arctic is established pursuant to
s.26(1)(a) and 26(2)(a) of the Canada Oil and Gas
Operations Act (COGOA) and the Oil and Gas Spills
and Debris Liability Regulation, SOR/87-331, as well
as through the Arctic Waters Pollution Prevention
Act (AWPPA). It is important not only because of
how it shapes and limits any claims for
compensation (post-spill), but also because of how it
creates a perverse incentive for offshore companies
to pursue excessively risky activities (pre-spill),
knowing they will only bear the full cost of liability
(beyond the $40 million absolute liability cap) to the
extent that negligence is established. Abolishing the
liability cap is one major piece among a broader set
of required offshore liability reforms that will
encourage companies to weigh the full potential
liability and make better risk decisions.

Following the Macondo blowout in the Gulf of
Mexico in 2010, the US Bureau of Ocean Energy
Management, Regulation and Enforcement
(BOEMRE) calculated the cost of a catastrophic spill
resulting from a deepwater blowout in the Gulf to be
about $16.3 billion, resulting primarily from:

8 See footnote in Subsidy and Pricing Reform section,
elsewhere in this document.
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“(1) Natural resource damage to habitat and
creatures, (2) infrastructure salvage and cleanup
operations of areas soiled by oil, and (3)
containment and well-plugging actions plus lost
hydrocarbons.”® Media reports suggest the actual
cost of the Macondo spill could be considerably
higher than the above estimates, with the latest
reports putting the cost at about $40 billion.*

BOEMRE acknowledged that there is of course a
“considerable degree of uncertainty” in estimating
the costs of a future spill, given the unknown timing,
magnitude, duration and trajectory of such a spiII,84
and that spill costs “could be much higher if all costs
... could be monetized.”®> BOEMRE'’s calculation
might provide a suitable starting point for estimating
the costs of a major Arctic spill. If drilling is
authorized in Canada’s Beaufort Sea, the costs
associated with an Arctic spill could also be
considerably higher given the additional challenges,
such as the potentially increased time to contain a
blowout and respond to spilled oil given weather and
ice conditions, the reduced amount of local
infrastructure, the increased distances to transport
equipment and personnel, etc.

In 2010, the Senate Standing Committee on Energy,
the Environment, and Natural Resources issued a
report that recommends review of offshore liability
limits.®® In December 2011, the National Energy
Board’s Review of Offshore Drilling in the Canadian
Arctic committed the National Energy Board (NEB)
to “working on a framework that will outline financial
responsibility requirements for all matters and
regions covered by the Canada Oil and Gas

8 BOEMRE Drilling Safety Rule, October 2010, page 63364.
BOEMRE Drilling Safety Rule — Benefit-Cost Analysis, Sep 2010,
page 7.

8 Guardian story on BP oil spill costs, November 2010.

8 BOEMRE Drilling Safety Rule — Benefit-Cost Analysis,
September 2010, page 33.

& BOEMRE Drilling Safety Rule — Benefit-Cost Analysis,
September 2010, page 63.

% Senate Standing Committee on Energy, the Environment and
Natural Resources (August 2010): Facts Do Not Justify Banning
Canada’s Current Offshore Drilling Operations, page 5,
http://www.parl.gc.ca/Content/SEN/Committee/403/enrg/rep/
rep08augl0-e.pdf

Operations Act”.®” While this is a positive step, the

NEB did not provide any significant policy guidance
on the broader reform of offshore liability, likely
because this is a decision for the Minister of Natural
Resources, and not within the NEB’s purview. We
understand that Natural Resources Canada is
working on a set of options for liability reform, but it
is fair to say that the government’s response to this
issue has been very slow.

In considering liability reforms, the Government of
Canada must reflect upon Canadians’ concerns with
liability limits that put the public purse at risk. The
polluter pays principle should receive full application
in the Arctic offshore, with a view to enhancing
incentives for industry to avoid spills and to ensure
funds are available for full response, cleanup,
restoration and compensation should a spill occur.

The $40 million liability limit under COGOA and the
AWPPA must be eliminated, or raised significantly.
In the same vein, the GBC also recommends the
elimination (or significant raising) of the $30 million
absolute liability limit established under the Canada-
Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and the Canada-Newfoundland
Atlantic Accord Implementation Act for offshore
operations off Canada’s east coast.

Nuclear Liability

The federal taxpayer also carries a significant
contingent liability for damages and clean up costs
in the case of a nuclear accident. The Nuclear
Liability Act caps the liability of nuclear operators at
$75 million and either leaves those costs on those
harmed by an accident, or transfers the cleanup
costs for a nuclear accident from the industry to the
federal government in the event of the establishment
of a claims commission.

Removing this cap, as other countries have done,
would eliminate this off-book liability by transferring
the liability to reactor operators.

The Fukushima nuclear accident and the recent oil
spill in the Gulf of Mexico have highlighted that
catastrophic industrial accidents are a realistic

87

http://www.neb-one.gc.ca/clf-
nsi/rthnb/pplctnsbfrthnb/rctcffshrdrlingrvw/fnlrprt2011/fnlrprt
2011-eng.html



possibility.

However, like the off-shore oil industry, the nuclear
industry in Canada has historically enjoyed a cap on
its accident liability in case of an accident. In the
event of an accident, the federal government will be
pressured to pay for clean up and compensation
costs above this liability cap, creating an enormous
contingent liability for taxpayers.

Internationally, there has been a move to modernize
nuclear liability legislation to both require nuclear
reactor operators to maintain more appropriate
levels of minimum accident insurance and toward
the removal of caps on reactor operator liability.
This trend can be expected to accelerate in light of
the Fukushima disaster in Japan.

During previous Parliaments, the federal
government proposed the Nuclear Liability and
Compensation Act (NLCA) in an attempt to
modernize the Nuclear Liability Act, which dates
from the 1970s. Instead of removing the cap on
reactor operator liability, however, the draft NLCA
proposed to simply increase the cap on reactor
liability from $75 million to $650 million. All potential
clean-up and compensation costs above $650
million would essentially be an off-book taxpayer
liability.

The revisions proposed to Canada’s nuclear liability
regime by the NLCA are now outdated, ignoring both
lessons from the Fukushima disaster and the best
practices of other countries.

The International Atomic Energy Agency (IAEA) has
acknowledged unlimited operator liability as an
international best practice.®® Sweden, Switzerland,
Germany and Finland have established unlimited
operator liability in their domestic legislation. In
addition, the United Kingdom, Finland, Belgium are
increasing the minimum level of reactor operator
insurance to €1.2 billion — approximately $1.5 billion
Canadian.

The Fukushima nuclear disaster has also highlighted
a flaw in Canada’s nuclear liability regime — the
protection of reactor suppliers from liability even if

8 |AEA Action Plan on Nuclear Safety — Nuclear Liability, 2012
Available at:,
http://ola.iaea.org/OLA/documents/ActionPlan.pdf
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their negligence contributes to an accident. Under
the NLA and the proposed NLCA all liability is
“channeled” to the reactor operator. This supplier
liability protection removes an important incentive for
reactor safety and limits the amount of funds
available to compensate victims in the event of an
accident. Indeed, General Electric (GE) was aware
of flaws in containment of the Fukushima reactors it
designed, which contributed to radiation releases.
Protected from liability, however, GE did nothing to
address these flaws.

India’s new nuclear liability legislation ends the
practice of channelling. It allows reactor operators
to sue suppliers if their negligence contributes to an
accident. This provides a greater pool of industry
funds to compensate accident victims.

Finally, the Joint Review Panel convened to assess
the environmental impacts of building new reactors
at the Darlington nuclear site noted that Canada’s
nuclear legislation contravenes the federal
commitment to the polluter pays principle, the Panel
recommended that the federal government align its
nuclear liability legislation with the polluter pays
principle, stating:

The Panel recommends that the Government of
Canada update the Nuclear Liability and
Compensation Act or its equivalent to reflect the
consequences of a nuclear accident. The
revisions must address damage from any
ionizing radiation and from any initiating event
and should be aligned with the polluter pays
principle. The revised Nuclear Liability and
Compensation Act, or its equivalent, must be in
force before the Project can proceed to the
construction phase.®

Contacts
Offshore - Will Amos/Ecojustice
wamos@ecojustice.ca 613.562.5800 EXT 3378

Nuclear - Shawn-Patrick Stensil/Greenpeace
Canada shawn.patrick.stensil@greenpeace.org
416.597.8408 EXT 3013

% Joint Review Panel, August 2011, Environmental Assessment
Report — Summary, Darlington New Nuclear Poer Plant Project,
http://www.ceaa.gc.ca/050/documents/51695/51695E.pdf,
page 11.
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Green Budget Coalition

Establishing a Federal Savings Fund

for Oil and Gas Revenues

Recommendation Summary

Canada could establish a federal savings fund for oil and gas revenues, following the example
of other countries that are heavily dependent on oil and gas exports, like Norway, to:

e Save one-time resource wealth for the future;
e Provide resources to soften the impacts of the boom and bust cycles of resource-

dependent economies and;

e Smooth the transition to a clean energy economy by encouraging sustainable
technology development and commercialization and workforce transition towards this

growing sector.

Revenue Implications

This proposal would, over three to five years,
progressively allocate increasing portions of federal
corporate income tax from the oil and gas sector into
a special federal savings fund, instead of the federal
government’s general revenue, after which all
federal oil and gas corporate income tax would be
diverted to this fund. Canada’s entire oil and gas
sector paid $2.7 billion in federal income tax in
2009-2010 (1.2 per cent of total federal government
revenues for that fiscal year).>%%

As federal oil and gas subsidies are phased out, the
additional revenues could offset the corporate
income tax going into the savings fund. In time, the
revenue sources for the federal savings fund could
expand to include corporate taxes from all
non-renewable resource extraction in Canada.

The scale of macroeconomic benefits created by
putting downward pressure on the Canadian dollar,

% This $2.7 billion includes oil and gas extraction and support
activities and is net, after approximately $1.3 billion in federal
tax credits and deductions.

%1 Statistics Ca nada, Financial and Taxation Statistics for
Enterprises, 61-219-X (2009), 53.
http://www.statcan.gc.ca/pub/61-219-x/61-219-x2010000-
eng.htm

%2 Finance Canada, Annual Financial Report of the Government
of Canada: Fiscal Year 2009-10, http://www.fin.gc.ca/afr-
rfa/2010/report-rapport-eng.asp#a2
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lessening the impacts of commodity boom and bust
cycles and smoothing the transition to a clean
energy economy would be much greater than any
reduced capacity due to re-allocating corporate tax
revenues out of general revenues.

Background and Rationale

Through corporate income taxes paid by oil and gas
producers, the federal government is a direct
beneficiary of the economic growth associated with
the oil and gas industry. But as the relative
contribution from this activity grows, so grows the
risk to the government given the volatility of the
global oil and gas marketplace and its cyclical
booms and busts. As former federal cabinet minister
David Emerson has noted, “Energy and natural
resource markets are notoriously volatile. The more
government spending relies on such revenues, the
more fiscal volatility and instability becomes
embedded in fiscal frameworks.”®?

In other countries that are heavily dependent on oil
exports, like Norway, non-renewable resource funds
have already been established. With over

$590 billion in assets, Norway’s Government
Pension Fund — Global, now one of the largest stock
owners in Europe, has been both financially

% David Emerson, “Reversing the Curse: starting with energy,”
Policy Options (February 2012), 53.



successful and popular with Norwegians. The
purpose of these funds can be three-fold:

e To save for the future (as non-renewable
revenues will inevitably decline over time)

e To be drawn from as needed to smooth out
the economic boom and bust cycles that are
typically associated with economies whose
currency depends on the volatile price of oil
or other commodities.

e To smooth the transition to a clean energy
economy by supporting clean energy
technology development and deployment,
and improving workforce transition towards
this growing sector.

Clearly, Canada would benefit from each of these
objectives.

This initiative is supported by other notable policy
organizations. In 2012, both the OECD and the
Institute for Research on Public Policy publicly
advanced that a federal savings fund from corporate
taxes could have positive macroeconomic effects for
Canada.’*%

The Green Budget Coalition suggests that, starting
with Budget 2013, the federal government:

e Establish a federal savings fund,

e Develop a model to estimate and allocate
federal revenue associated with oil and gas
development,

e Establish criteria for the fund, including
holding assets in foreign currencies, and
when and how the fund can be drawn down,

¢ Implement a phase-in period for the
allocation of revenues associated with the
exploitation of non-renewable resources,
and

% Mohammad Shakeri, Richard S. Gray and Jeremy Leonard,
Dutch Disease or failure to compete? A Diagnosis of Canada’s
Manufacturing Woes, IRPP Study No. 30. (Institute for Research
on Public Policy, 2012), P. 20,
http://www.irpp.org/pubs/IRPPstudy/IRPP_Study_no30.pdf

% Ora Morrison, “Sovereign wealth fund would take care of
Dutch disease: OECD,” June 15, 2012.
http://m.theglobeandmail.com/report-on-
business/economy/economy-lab/sovereign-fund-would-take-
care-of-dutch-disease-oecd/article4265658/?service=mobile
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e Once implemented, expand to other non-
renewable resource revenues.

Contact
Nathan Lemphers/Pembina Institute
nathanl@pembina.org 613.216.1976 EXT 26
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Canada’s Fresh Water and Water Infrastructure:

Investing for Healthy Communities, Economies, and Environments

Recommendation Summary

Canada’s freshwater ecosystems are a tremendous asset deserving of world class protection.
While some welcome investments have been made in Canada’s freshwater systems, much
remains to be done to assure a legacy of protection of pristine waters and improvements and
clean-ups in those which have been degraded. Continuing pollution in the Great Lakes and
Lake Winnipeg threaten their aquatic ecosystems, human health and economic development.
Fisheries and their supporting habitats are increasingly threatened. And severe weather events
are resulting in dire consequences to people and ecosystems with more frequency. Strategic
investments in Canada’s aquatic ecosystems are needed to improve the quality and reliability
of the fresh water that flows through Canada’s communities, economy and environment.

At the same time, Canada’s municipal infrastructure is in need of massive re-investment and
up-grading, and current infrastructure programs must be renewed. Replacing and repairing
degraded and aging pipes, pumps and treatment systems would ensure Canadian
communities are better able to serve growing populations by avoiding flooding, providing safe
drinking water, and reducing pollution discharge from waste- and stormwater systems to the
nation’s rivers and lakes.

Priority areas for investment are:

1. Healthy Environments — Regional Ecosystems — Help secure the health of Canada’s
diverse aquatic environments. Regional investments include $25 million per year for
five years in the Great Lakes; and $5 million per year for five years in the Mackenzie
River basin.

2. Healthy Communities — Water and Wastewater Systems — $6 billion per year over five
96
years

Investment Required:
For water and wastewater systems:
$6 billion per year over five years

Healthy Environment — Regional Ecosystems ($30 million annually):
$25 million per year for five years in the Great Lakes®’
$5 million per year for five years to preserve the waters of the Mackenzie River basin

% previous Building Canada Fund infrastructure funding over 2007-2014 was $33 billion, inclusive of transit and other infrastructure.

%7 Canada and Quebec renewed the St. Lawrence Action Plan in November 2011 with an accompanying joint investment of $70 million
over the next five years. http://www.qc.dfo-mpo.gc.ca/infoceans/201202/article3-eng.asp
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Benefits for Canadians

¢ Clean drinking water contributes to the health of
Canadians, reducing costs to the healthcare
system and economy.

e Upgraded wastewater infrastructure will: meet
higher health and environmental standards;
increase jobs; and spur technological innovation.

e Healthy aquatic ecosystems will support tourism,
fisheries and other green business opportunities,
and sustain the cultural importance of water to
Canada and Canadians from coast to coast to
coast.

Background and Rationale

Healthy Communities — Water & Wastewater Systems:

Nationally, aging and failing water infrastructure is a
persistent challenge for Canadian communities. Much
of the water supply infrastructure in Canadian
communities is over fifty years old. Outdated
wastewater treatment plants and antiquated combined
sewer overflow systems allow unacceptably high
levels of pollutants to enter Canadian waterways.
Further, traditional infrastructure is poorly suited for
adaptation to extreme climate events (i.e., flood and
drought).

In June 2014, Minister Lebel announced the
commencement of roundtables regarding a long term
infrastructure plan to follow the Building Canada Fund
in 2014.%® Under Canada’s Economic Action Plan and
Building Canada Fund, some stimulus funding was
provided for drinking and wastewater infrastructure.
Over the longer-term, sustained funding will be
required to help address the estimated $30 billion cost
of upgrading water and wastewater systems across
the country.”® The Federation of Canadian

%8at http://www.infrastructure.gc.ca/media/news-
nouvelles/2012/20120601saskatoon-eng.html and
http://www.infrastructure.gc.ca/plan/plan-eng.html

% A Federation of Canadian Municipalities (FCM) — McGill
University survey in 2007 estimated Canada’s municipal
infrastructure deficit related to meeting current standards for
wastewater and stormwater systems to be approximately
$19.9 billion. (FCM, November 2007, Danger Ahead: The
Coming Collapse of Canada’s Municipal Infrastructure. ISBN
978-1-897150-20-7,
http://www.fcm.ca/english/View.asp?mp=601&x=622, p. 16.
The municipal water supply deficit was also estimated at
$11.1 billion, out of a total municipal infrastructure deficit of
$123 billion.) In addition, the Canadian Council of Ministers of
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Municipalities has launched an outreach program
regarding the infrastructure framework.'® These
investments can also spur innovation and job growth in
Canada’s water technology sector. According to the
Conference Board of Canada, there is a

US$360 billion global industry in water
management.***

Healthy Environments — Regional Ecosystems:

Securing the health of Canada’s diverse aquatic
environments demands a strategic approach that
focuses spending on priority areas for protection and
restoration. Healthy environments support healthy
economies. Where regional ecosystems have
deteriorated, restoration can bring high economic
return. Estimates suggest that restoring the Great
Lakes ecosystem will lead to direct economic benefits
of $6.5—11.8 billion from tourism, fishing, and
recreation alone.'®?

The Government’s announcement, in August 2012,
of $17 million (over 5 years) for Phase Il of the Lake
Winnipeg Basin Initiative'®® was welcome and
promising. The measure of these funds’ impact will
be the scale of noticeable improvement in the health
of the Lake.

the Environment (CCME) estimated that it will cost $10 billion
to $13 billion for a Canada-wide strategy to address the new
sewage effluent standards. (CCME, February 1 2009, Canada-
wide Strategy for the Management of Municipal Wastewater
Effluent,

http://www.ccme.ca/assets/pdf/cda_wide strategy mwwe fin
al_e.pdf, p.iii.)

100 According to the FCM, “With the expiry of the Building
Canada Plan in 2014, nearly 40 per cent of federal investments
in our cities and communities will end.” see
http://www.fcm.ca/home/issues/infrastructure/about-the-
issue/target-2014-building-our-future.htm

101 conference Board of Canada, 2008, Canada’s Pathways
Toward Global Innovation Success: Report of the Leaders’ Panel on
Innovation-Based Commerce.
http://www.conferenceboard.ca/documents.aspx?did=2762
10z Austin, J; Anderson, S; Courant, P; Litan, R, 2007, Healthy
Waters, Strong Economy: The Benefits of Restoring the Great
Lakes Ecosystem
http://www.brookings.edu/metro/pubs/20070904 gleiecosyst
em.pdf

1% brime Minister of Canada, 2 August 2012, Launch of Phase Il
of the Lake Winnipeg Basin Initiative,
http://pm.gc.ca/eng/media.asp?id=4930
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Taking further action now, building on the Lake
Winnipeg and previous announcements, to protect
ecosystems that remain in good condition could avoid
larger future restoration costs.

Regional priorities focus on Canada’s two largest
freshwater ecosystems:

Investing $25 million per year for five years in the
Great Lakes (for the Great Lakes Water Quality
Agreement (GLWQA), Areas of Concern (AOCs)
and environmental monitoring, invasive species
and a climate change impact strategy) by
continuing investment in the Canada-Ontario
Agreement (Great Lakes).

Commitments under the existing GLWQA'*
include: much-needed work on cleaning up long
outstanding Areas of Concern; reducing existing
sources of contamination to the Great Lakes;
rehabilitating fish and wildlife habitats, tracking
environmental recovery, virtual elimination of
persistent bio-accumulative toxic substances,

sound management of chemical substances in the

Great Lakes Basin;; and improving water quality
and conserving biodiversity, responding to climate
change and addressing drinking water issues in
the Great Lakes. These efforts must work in

conjunction with the efforts under the St. Lawrence

Action Plan.

Investing $5 million per year for five years to
preserve the waters of the Mackenzie River
Basin

Draining 20% of Canada’s land mass and gathering
waters from British Columbia, Alberta,
Saskatchewan, Yukon, and NWT, the Mackenzie
River Basin intersects many political boundaries.
One of the world’s few large wild rivers, the free-
flowing Mackenzie is a remarkable ecosystem of
continental and global importance. Many of the
threats to the Mackenzie occur on its upstream
tributaries — the Peace and the Athabasca.
Negotiations are underway to develop new
agreements between provinces and territories under
the Mackenzie River Basin Transboundary Master

1% The GLWQA is in the process of being re-negotiated and

there may be new commitments that must be considered in the
future; these recommended funding levels are intended to
ensure continued investment under the existing Agreements.
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Agreement. Investments are needed for science and
monitoring to support development and
implementation under the agreements, and to
enhance the capacity of the Mackenzie River Basin
Board to effectively facilitate collaborative
management and decision making across the Basin.
Investing in implementation of the Northwest
Territories (NWT) Water Stewardship Strategy,
which was jointly developed by the Government of
NWT and AAND Canada (then INAC), presents a
specific opportunity to advance water sustainability
in northern Canada.

Contacts

Theresa McClenaghan

Canadian Environmental Law Association
theresa@cela.ca 416.960.2284 EXT 219

Tony Maas
WWF-Canada
tmaas@wwfcanada.orqg 519.572.9972
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Sustainable Transportation: Improving Commutes and Air Quality

Recommendation Summary

Invest in electric vehicle infrastructure and incentives, and public transit infrastructure and

operations across Canada.

Priority Actions:

1. Investin electric vehicle infrastructure and electric vehicle purchase incentives, with a

focus on pilot markets. $50 million in 2013.

2. Ensure the promised Long-Term Infrastructure Plan prioritizes public transit investment.
3. Increase dedicated transit funding to $2 billion annually (including existing and necessary

additional funding).

Investment Required:

Electric vehicle infrastructure and incentives: $50 million in 2013

Public transit infrastructure:

Background and Rationale

Transportation is responsible for a quarter of
Canada’s greenhouse gas emissions and personal
vehicle road transportation contributes about 2/3 of
these emissions. Electric vehicles hold strong
potential to revolutionize personal transportation,
leading to significant GHG emission reductions, and
the federal government can play a stronger role in
encouraging their adoption by investing in
technology, infrastructure and related pilot projects.

While more efficient vehicles can help reduce
greenhouse gas emissions, annual increases in the
number of vehicles on Canada’s roads will continue
to exacerbate greenhouse gas emissions, regional
pollution, and traffic congestion, particularly in urban
regions. In the Greater Toronto Area (GTA), the
Toronto Board of Trade found that congestion leads
to $6 billion in lost productivity annually,™® while in
the greater Montreal area these losses were
estimated at $1.4 billion.'*® Providing commuters
with viable alternatives, including transit and active

1% Toronto Board of Trade, 2011. Reaching Top Speed:

Infrastructure: Unleashing Ontario’s Ability To Grow,
http://bot.com/Content/NavigationMenu/Policy/VoteOntario2
011/Reaching Top Speed.pdf

1% Board of Trade of Metropolitan Montreal, 2010. Public
Transit: At the Heart of Montreal’s Economic Development,
http://www.ccmm.gc.ca/documents/etudes/2010 2011/10 11

26 _ccmm_etude-transport _en.pdf

$2 billion in 2013

transportation, can help relieve these issues and
lead to economic growth.

The federal Gas Tax Fund was made permanent in
2008 and the federal government has maintained
and increased existing commitments,'®” however a
2011 Harris Decima poll found that 60% of
Canadians are “deeply concerned that governments
have not made public transit infrastructure the
priority it needs to be” and only 29% of Canadians
believe the federal government is doing enough to
support public transit infrastructure.*®®

97 |nfrastructure Canada, 2009, Section II: Analysis of Program

Activities by Strategic Outcome, http://www.tbs-sct.gc.ca/dpr-
rmr/2008-2009/inst/inf/inf02-eng.asp Funding includes the $4-
billion Infrastructure Stimulus Fund, the $8.8 billion Building

Canada Fund and the $2 billion per year Gas Tax Fund. In
particular it allocated $32 million over two years in new funding
for the Regional and Remote Passenger Services Contribution
Program, and another $199 million of stimulus funding for

improved rail systems.

1% Harris Decima, 2011. 2011. Public Opinion Survey: Canadian

Urban Transit Association, Quantitative Research Report March
2011,
http://www.cutaactu.ca/fr/publicationsandresearch/resources/
CUTA 2011 Public Opinion Survey Report.pdf
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Electric Vehicles

Investing in Electric Vehicle Technology and
Infrastructure: The government has made some
initial first steps to encourage the production of
electric vehicles through investment into technology
research, including $11 million to McMaster
University™® and a repayable $71 million to Toyota
for production of the electric RAV4.''° However, to
encourage a more significant transition to electric
vehicles, we recommend that the government
establish a new fund to support broader investment
in electric vehicle infrastructure and incentives with a
focus on pilot markets and travel corridors.

Specifically, this fund should target communities with
favourable conditions for electric vehicles, including
clean energy supply, grid readiness and population
density. In communities that are suitable for pilot
projects, the federal government should work with
provincial and municipal governments to develop
charging infrastructure and to reduce initial costs of
electric vehicles (via purchase incentives). These
actions will help reduce the primary barriers to the
adoption of EVs — a lack of charging infrastructure
and high upfront costs in comparison to traditional
gasoline vehicles.

In addition to promoting pilot communities, the fund
should support quick-charging infrastructure along
major travel corridors. An electric-friendly highway
network of DC charging infrastructure will overcome
the range limitations currently associated with the
vehicles.

Electric Mobility Canada (EMC) has proposed a
similar program, which calls for $56.5 million:

e $2 million in 2011 for codes and standards
work by Canadian Standards Association,

e $2.5 million in 2011 and $7.5 million in 2012 to
help develop home and business charging
stations,

e $0.5 million in 2011 and $2.0 million in 2012 to
develop public charging stations, and

199 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.ht

ml

110 Industry Canada, 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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e $10.5 million in 2011 and $31.5 million in 2012
for electric vehicles incentives ($7,000/vehicle).

The Green Budget Coalition specifically
recommends a total budget of $50 million in 2013 to
commence pilot projects, which will include key
actions outlined by EMC: home and business
charging stations, public charging facilities along
major travel corridors, incentives — as well as
education. The federal government should work with
provincial governments and pilot municipalities to
determine the most effective use of these funds.

Transit Action

1) Investing in Public Transit: The Toronto Board
of Trade, the Canadian Chamber of Commerce, the
Federation of Canadian Municipalities, the Canadian
Urban Transit Association (CUTA) and others have
called for the creation of a national public transit
strategy for long-term dedicated funding. The
Government’'s commitment to the development of a
Long-Term Infrastructure Plan that extends beyond
the expiry of the Building Canada Plan (BCP) is a
much-needed step in the right direction on this front.
The GBC supports this process and expects long-
term dedicated funding for public transit to be a
strong component of this plan, as the BCP lacked
dedicated transit investment. To ensure this is the
case, the Government should recognize transit as a
priority sector to dedicate investment, to ensure
long-term sustainable growth of our communities.

2) Increasing Investment in Public Transit: There
is a need for additional dedicated funding for public
transit. In 2012 CUTA identified that Canadian
transit systems require a $53.5 billion investment
over the next five years for infrastructure expansion,
replacement and renewal.'*! The federal share of
this has been estimated at $2 billion to $2.7 billion
annually."? CUTA identifies a federal transit funding
shortfall, after considering the Gas Tax Fund, of

11 canadian Urban Transit Association, 2012. Transit

Infrastructure Needs for the Period 2012 — 20162012 — 2016.
http://www.cutaactu.ca/en/publicaffairs/resources/CUTA_IS_R

eport2012_E.pdf

12 The Toronto Board of Trade identified the federal

government share of this as $2.7 billion annually. Toronto
Board of Trade, 2011. 2011 Pre-budget Submission. CUTA
estimates $2 billion in their most recent report:
http://cutaactu.ca/en/publicaffairs/resources/CUTA_IS_Report
2012_E.pdf
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about $1.3 billion per year over five years, which
should be a target for a long-term transit investment
strategy within the new infrastructure investment
plan. The GBC recommends that the federal
government commit $2 billion annually to public
transit — combining existing investment and
additional needed investment.™*

Contacts
Cherise Burda/Pembina Institute
cheriseb@pembina.orq 416.824.0256

Rebecca Spring/WWF-Canada
rspring@wwfcanada.org 416.489.4567 EXT 7343

m Through the Gas Tax Fund (GTF) and other programs in the

Building Canada Plan, the federal government currently invests
close to $1 billion in public transit every year. Since the BCP will
expire in 2014, only the GTF will remain. Since its inception in
2005, 34% of GTF allocations went to public transit (on a yearly
basis that would represent approximately $660 million).
Assuming the ratio stays the same in future years, the new
LTIPLTIP should dedicate about $1.3 billion annually to public
transit (on top of GTF allocations). Canadian Urban Transit
Association, 2012. Transit Infrastructure Needs for the Period
2012 -2016.2012 - 2016.
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