INTEGRATING CLIMATE AND NATURE ACROSS GOVERNMENT

Re-orienting domestic public finance and
subsidies away from fossil fuels
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Canada has introduced policies to end subsidies and  is not covered by existing phase-out policies. Export
international public financing for unabated fossil fuel =~ Development Canada provided at least $4.3 billion
projects. Building upon this, Canada must now close  annually on average for domestic fossil fuel projects
gaps in existing policies and introduce a policy to end ~ from 2019-2021.7*
fEst e ance for fossil fuels. The urgency of the climate crisis and the need for
Canada first committed to phase out inefficient rapid emissions reductions means new government
fossil fuel subsidies in 2009 at the G20, and recently investments must be focused on carbon-free energy
published its framework assessment for fossil fuel systems and not prolong reliance on fossil fuels. In
subsidies.* Canada also committed to ending keeping with the polluter pays principle, the costs
domestic public finance for fossil fuels, and to publish  of reducing emissions in oil and gas production and
a plan to do so by fall 2024.*+* other high-emitting industries should be borne by
Meanwhile, federal fossil fuel subsidies and supports industry.
totaled at least $20.2 billion in 2022, including direct Recommendations: .
transfers and foregone tax revenues as well as public
financing.* Domestic public finance occupies a 1. Close gaps in fossil fuel subsidies and
significant portion of Canadass fossil fuel support, and international public finance policies [FIN,

ECCC]

43 Government of Canada. “Inefficient Fossil Fuel Subsidies Government Publish th Its of C das 1 d
of Canada - Self-Review Assessment Framework” https://www.canada.ca/ a. rubls € resulls ot Lanadas long overdue

en/services/environment/weather/climatechange/climate-plan/inefficient- self-review bY fall 2023, including a full
fossil-fuel-subsidies/assessment-framework.html inventory Of all federal fossil fuel tax and non-

44 Liberal Party of Canada, “Eliminating Subsidies and Public Financing L1 :
for Fossil Fuel?” https://liberal.ca/our-platform/eliminating-subsidies-and- tax subsidies and supports, and a rationale for

public-financing-for-fossil-fuel/ any deemed ‘efficient’ [FIN, ECCC]
45 Government of Canada. “Inefficient Fossil Fuel Subsidies Government
of Canada - Self-Review Assessment Framework” https://www.canada.ca/
en/services/environment/weather/climatechange/climate-plan/inefficient-

fossil-fuel-subsidies/assessment-framework.html 47 Public Finance for Energy Database. http://energyfinance.org
46 Environmental Defense, “2022 Federal Fossil Fuel Subsidies” https:// 48 Note: an additional $5.9 billion in public finance was provided but
environmentaldefence.ca/federal-fossil-fuel-subsidies-tracking/ with insufficient transparency to determine what portion was domestic
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COMPLEMENTARY
RECOMMENDATIONS

b. Close gaps in existing subsidies and public

finance policies to ensure no further support
for ‘abated’ oil and gas production, including
through carbon capture and storage. [FIN,
NRCan, ISED, ECCC]

Create a central mechanism for transparency,
accountability, and enforcement of current
policies to ensure they are upheld across
departments. This could include annual

government audits of departmental spending.

[ECCC]

. Ensure Budget 2024 reflects the updated

policy, in particular through the elimination
of tax-related subsidies (e.g., development
expense reductions, accelerated investment
incentive).? [FIN]

ﬁ“

49 See page 10 for a list of measures: https://www.iisd.org/system/
files/2021-02/fossil-fuel-subsidies-canada-covid-19.pdf
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2. End domestic public financing for fossil
fuels, particularly from Export Development
Canada (EDC), by Budget 2024 [FIN, GAC]

a. Building upon Canada’s international public
finance policy, introduce a policy to end
EDC’s support for fossil fuels domestically,
with robust exclusionary policies that include
indirect support and at minimum align with
those in the international policy.”’

b. Align EDC'’s entire portfolio with Canada’s
climate commitments and a robust 1.5°C
degree scenario. Substantially improve
EDC's target for reducing carbon-intensive
investments and develop concrete plans for
reducing these investments in order to support
the transition to clean energy.

c. Increase transparency on public finance
transactions through EDC and GHG
emissions associated with investments.

Regarding eliminating subsidies that are harmful to
nature, please see Aligning policies and investments
with halting and reversing biodiversity loss by 2030,
later in this document.

Contact

Laura Cameron - lcameron@iisd.ca

50 Government of Canada. 2022. https://www.canada.ca/en/natural-
resources-canada/news/2022/12/government-of-canada-delivers-on-key-
international-climate-commitment-to-end-new-public-support-for-the-
international-unabated-fossil-fuel-energy-s.html
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