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�ǆecƵtive sƵmmaƌǇ

�ǆĞĐƵƟǀĞ�ƐƵŵŵĂƌǇ

�ĂŶĂĚĂ�ŶĞĞĚƐ�ƚŽ�ƐĐĂůĞ�ƵƉ�ĐůŝŵĂƚĞ�ŝŶǀĞƐƚŵĞŶƚ�ƌĂƉŝĚůǇ�ƚŽ�ĂĐŚŝĞǀĞ�Ă�ŶĞƚͲǌĞƌŽ�ĞĐŽŶŽŵǇ�
ďǇ�ϮϬϱϬ͘��Ǉ�ƐŽŵĞ�ĞƐƟŵĂƚĞƐ͕��ĂŶĂĚĂ Ɛ͛�ĐůŝŵĂƚĞ�ŝŶǀĞƐƚŵĞŶƚ�ŐĂƉ�ŝƐ�ĂƐ�ŚŝŐŚ�ĂƐ�Ψϭϭϱ�ďŝůůŝŽŶ�
ĂŶŶƵĂůůǇ͘ �/Ŷ�ƌĞĐĞŶƚ�ǇĞĂƌƐ͕�ŵĂŶǇ�ĐŽƵŶƚƌŝĞƐ�ĨĂĐŝŶŐ�ƐŝŵŝůĂƌ�ŝŶǀĞƐƚŵĞŶƚ�ŐĂƉƐ�ŚĂǀĞ�ďĞĞŶ�
ĚĞǀĞůŽƉŝŶŐ�ƚĂǆŽŶŽŵŝĞƐ�ĂƐ�ƉĂƌƚ�ŽĨ�ďƌŽĂĚĞƌ�ƉŽůŝĐǇ�ĨƌĂŵĞǁŽƌŬƐ͕�ƚŽ�ŚĞůƉ�ŵŽďŝůŝǌĞ�ĂŶĚ�
ĂĐĐĞůĞƌĂƚĞ�ƚŚĞ�ĚĞƉůŽǇŵĞŶƚ�ŽĨ�ĐĂƉŝƚĂů�ŝŶ�ƐƵƉƉŽƌƚ�ŽĨ�ĂĐŚŝĞǀŝŶŐ�ĐůŝŵĂƚĞ�ŽďũĞĐƟǀĞƐ͘�

daǆonomies can Ɖƌovide a sƚandaƌdiǌed aƉƉƌoacŚ Ĩoƌ ďencŚmaƌŬinŐ economic activities ƚŚaƚ aƌe consisƚenƚ ǁiƚŚ 
domestic and Őůoďaů cůimaƚe Őoaůs͘ dŚeǇ seƚ scƌeeninŐ cƌiƚeƌia ƚŚaƚ aůůoǁ Ƶseƌs͕ sƵcŚ as invesƚoƌs͕ comƉanies 
and Įnanciaů inƚeƌmediaƌies͕ ƚo evaůƵaƚe ƚŚe cůimaƚe cƌedentiaůs oĨ economic activities ;e͘Ő͕͘ in connection ǁiƚŚ 
invesƚmenƚ and ďƵsiness decisionsͿ͘ 'ůoďaůůǇ͕ ƚaǆonomies ƚo daƚe Śave ůaƌŐeůǇ ĨocƵsed on seƫnŐ cƌiƚeƌia Ĩoƌ 
Őƌeen activities͖ Śoǁeveƌ͕  ƚŚeƌe aƌe ŐƌoǁinŐ eīoƌƚs ƚo ďƌoaden ƚŚe scoƉe ƚo ƚƌansition activities͘ daǆonomies aƌe 
ĨƌeƋƵenƚůǇ Ƶsed ƚo seƚ sƚandaƌds Ĩoƌ cůassiĨǇinŐ cůimaƚeͲƌeůaƚed Įnanciaů insƚƌƵmenƚs ;e͘Ő͕͘ Őƌeen ďondsͿ͕ ďƵƚ͕ 
incƌeasinŐůǇ͕  ƚŚeǇ seƌve oƚŚeƌ Ƶse cases ǁŚeƌe ƚŚe ďencŚmaƌŬinŐ ĨeaƚƵƌe is vieǁed as ďeneĮciaů͕ incůƵdinŐ in ƚŚe 
aƌeas oĨ cůimaƚe ƌisŬ manaŐemenƚ͕ neƚͲǌeƌo ƚƌansition ƉůanninŐ and cůimaƚe discůosƵƌe͘ 

'iven ƚŚe ƵƌŐencǇ and comƉůeǆiƚǇ oĨ ƚƌansitioninŐ ƚo a neƚͲǌeƌo economǇ͕  ƚaǆonomies can Ɖƌovide Őƌeaƚeƌ 
ceƌƚainƚǇ aďoƵƚ ǁŚeƚŚeƌ economic activities aƌe aůiŐned ǁiƚŚ cƌediďůe͕ scienceͲďased ƚƌansition ƉaƚŚǁaǇs͘ dŚeǇ 
can ůiďeƌaƚe and acceůeƌaƚe ƚŚe deƉůoǇmenƚ oĨ cůimaƚe caƉiƚaů͕ mitiŐaƚe ŐƌeenǁasŚinŐ ƌisŬs and Ɖƌomoƚe ƚŚe 
inƚeŐƌiƚǇ oĨ neƚͲǌeƌo ƚƌansitions͘ AŐainsƚ ƚŚis͕ ƋƵestions Śave emeƌŐed aďoƵƚ ǁŚeƚŚeƌ ƚaǆonomies aƌe oveƌůǇ 
ƉƌescƌiƉtive and ďƵƌdensome͕ ǁŚeƚŚeƌ ƚŚeǇ can adeƋƵaƚeůǇ accommodaƚe maƌŬeƚ and ƚecŚnoůoŐicaů innovations 
and Śoǁ ƚo ƌeconciůe ƵƌŐencǇ ǁiƚŚ ǁŚaƚ is oŌen a mƵůtiͲǇeaƌ eīoƌƚ ƚo deveůoƉ cƌediďůe͕ scienceͲďased 
ƚaǆonomies͘ 

/n DaǇ ϮϬϮϭ͕ ƚŚe ^Ƶsƚainaďůe &inance Action �oƵnciů ;^&A�Ϳ ǁas mandaƚed ƚo Ɖƌovide advice and 
ƌecommendations ƚo �anada s͛ �eƉƵƚǇ Wƌime Dinisƚeƌ and Dinisƚeƌ oĨ &inance and ƚŚe Dinisƚeƌ oĨ �nviƌonmenƚ 
and �ůimaƚe �ŚanŐe on deĮninŐ Őƌeen and ƚƌansition invesƚmenƚ ;ƚaǆonomǇͿ͘ dŚe ^&A� conĮƌmed and Ɖƌioƌitiǌed 
ƚaǆonomǇ as an eaƌůǇ aƌea oĨ ĨocƵs͘ dŚe ^&A� sƵďseƋƵenƚůǇ convened a daǆonomǇ decŚnicaů �ǆƉeƌƚs 'ƌoƵƉ 
;dd�'Ϳ ƚo Śaƌness ƚŚe ůeadeƌsŚiƉ and eǆƉeƌtise needed ƚo deůiveƌ on ƚŚis mandaƚe iƚem͘ &oůůoǁinŐ sƵďsƚantiaů 
ƌeseaƌcŚ and enŐaŐemenƚ͕ ƚŚe dd�' ƉƌeƉaƌed ƚŚis ƌeƉoƌƚͶƚŚe daǆonomǇ RoadmaƉ ReƉoƌƚͶǁŚicŚ ǁas 
endoƌsed ďǇ ƚŚe ^&A� in ^eƉƚemďeƌ ϮϬϮϮ͘

dŚe daǆonomǇ RoadmaƉ ReƉoƌƚ conƚains ϭϬ ƌecommendations addƌessinŐ ƚŚe meƌiƚs͕ desiŐn and 
imƉůemenƚation oĨ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ Ĩoƌ �anada͘ dŚe ƌecommendations aƌe ůisƚed aƚ ƚŚe 
end oĨ ƚŚe �ǆecƵtive ^ƵmmaƌǇ and aƌe Ĩoůůoǁed ďǇ a sƵmmaƌǇ oĨ ƚŚe ƚaǆonomǇ s͛ vaůƵe ƉƌoƉosition͘ 
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�ǆecƵtive sƵmmaƌǇ

Waƌƚ ϭ͗ KƉƉoƌƚƵnities and RisŬs oĨ daǆonomǇ

dŚe dd�' ƌecommends ƚŚe deveůoƉmenƚ oĨ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͕  Őiven ƚŚaƚ ƚŚe Ɖoƚentiaů 
oƉƉoƌƚƵnities Ĩoƌ �anada Ĩaƌ oƵƚǁeiŐŚ ƚŚe ƌisŬs͘ 

A �anadian ƚaǆonomǇ can͗

• Ɖƌomoƚe ƚŚe inƚeŐƌiƚǇ oĨ �anada s͛ neƚͲǌeƌo ƚƌansition ďǇ 
moďiůiǌinŐ caƉiƚaů in aůiŐnmenƚ ǁiƚŚ �anada s͛ ƚƌansition 
ƉaƚŚǁaǇs and cůimaƚe oďũectives͖

• ĨƵƌƚŚeƌ deveůoƉ �anada s͛ sƵsƚainaďůe Įnance maƌŬeƚ͕ and 
ŚeůƉ mitiŐaƚe ŐƌeenǁasŚinŐ ƌisŬs͖

• seƌve mƵůtiƉůe Ƶse cases acƌoss ƉƵďůic and Ɖƌivaƚe secƚoƌs 
ǁŚeƌe ƚŚeƌe ǁoƵůd ďe vaůƵe in ŚavinŐ a sƚandaƌdiǌed ƚooů ƚo 
ďencŚmaƌŬ cůimaƚe and ƚƌansition activities͖ and

• ensƵƌe ƚŚaƚ �anada can enŐaŐe and conƚƌiďƵƚe ƚo ƚŚe Őůoďaů 
ƚaǆonomǇ diaůoŐƵe͕ ƉaƌticƵůaƌůǇ as iƚ ƌeůaƚes ƚo �anada s͛ 
economic inƚeƌesƚ in ƉƌomotinŐ a smooƚŚ ƚƌansition Ĩoƌ ŚiŐŚͲ 
emiƫnŐ secƚoƌs and ǁoƌŬeƌs in ƚŚese secƚoƌs͘

dŚe ƌisŬs incůƵde ǁŚeƚŚeƌ ƚŚe ƚaǆonomǇ can adeƋƵaƚeůǇ accommodaƚe maƌŬeƚ and ƚecŚnoůoŐicaů innovations͖ 
ƚŚe amoƵnƚ oĨ ƌesoƵƌces and time needed ƚo deveůoƉ a cƌediďůe ƚaǆonomǇ aŐainsƚ ƚŚe Ƶnceƌƚainties aďoƵƚ iƚs 
ĨƵƚƵƌe ƚaŬeͲƵƉ and Ƶse͖ and ƚŚe Ɖoƚentiaů comƉetitiveness imƉůications ƚŚaƚ maǇ aƌise ǁiƚŚ ƚŚe hniƚed ^ƚaƚes͕ 
ǁŚicŚ does noƚ aƉƉeaƌ ƚo ďe deveůoƉinŐ a nationaů ƚaǆonomǇ͘ AůƚŚoƵŐŚ ƚŚese ƌisŬs aƌe noƚ insiŐniĮcanƚ͕ ƚŚeǇ can 
ůaƌŐeůǇ ďe mitiŐaƚed and manaŐed ƚŚƌoƵŐŚ eīective ƚaǆonomǇ desiŐn͕ imƉůemenƚation and ůeadeƌsŚiƉ͘

Waƌƚ Ϯ͗ daǆonomǇ �esiŐn

dŚe ƚaǆonomǇ s͛ desiŐn ƵůtimaƚeůǇ Śas siŐniĮcanƚ imƉůications Ĩoƌ ƚŚe ƚaǆonomǇ s͛ oveƌaůů eīectiveness͕ 
cƌediďiůiƚǇ͕  ƵsaďiůiƚǇ and inƚeƌoƉeƌaďiůiƚǇ͘ As sƵcŚ͕ ƚŚe dd�' consideƌed Śoǁ ƚŚe �anadian Őƌeen and ƚƌansition 
Įnance ƚaǆonomǇ sŚoƵůd ďe desiŐned ƚo maǆimiǌe oƉƉoƌƚƵnities and minimiǌe ƌisŬs͘ dŚe ƚaǆonomǇ ĨƌameǁoƌŬ 
aƌcŚiƚecƚƵƌe ǁas deveůoƉed in ƉaƌƚneƌsŚiƉ ǁiƚŚ ƚŚe �anadian �ůimaƚe /nstiƚƵƚe͘  

Key Elements for Success

dŚe ƚaďůe ďeůoǁ sƵmmaƌiǌes ƚŚe ŬeǇ eůemenƚs ƚŚaƚ need ƚo ďe in Ɖůace͕ as a ĨoƵndationaů maƩeƌ͕  ƚo Ɖosition ƚŚe 
�anadian ƚaǆonomǇ Ĩoƌ sƵccess͘

Governance and Leadership

 ! :oinƚ Ĩedeƌaů ŐoveƌnmenƚͲĮnanciaů secƚoƌ ůeadeƌsŚiƉ͕ ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation͕ 
ƚo maǆimiǌe cƌediďiůiƚǇ and ƵsaďiůiƚǇ

 ! 'oveƌnance ƚŚaƚ is ƚƌansƉaƌenƚ and ƌesƵůƚsͲoƌienƚed and ƚŚaƚ saĨeŐƵaƌds scientiĮc inƚeŐƌiƚǇ

 ! teůůͲƌesoƵƌced͕ ǁiƚŚ sƚaďůe and Ɖƌedicƚaďůe ĨƵndinŐ Ĩoƌ ƚŚe ůonŐ ƚeƌm

A Canadian taxonomy can 
promote the integrity of 

Canada’s net-zero transition 
by mobilizing capital in 

alignment with Canada’s 
transition pathways and 

climate objectives.
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�ǆecƵtive sƵmmaƌǇ

Governance
dŚe ƌecommended Őoveƌnance modeů dƌaǁs Ĩƌom ƚŚe Őoveƌnance ĨƌameǁoƌŬs ĨƌeƋƵenƚůǇ oďseƌved amonŐ 
Įnanciaů secƚoƌ sƚandaƌdͲseƫnŐ ďodies and ƚaǆonomies ŐůoďaůůǇͶǁŚiůe ďeinŐ ƚaiůoƌed ƚo meeƚ ƚŚe distincƚ needs 
and ciƌcƵmsƚances oĨ ƚŚis �anadian initiative͘ dŚe Őoveƌnance modeů is meanƚ ƚo ďe ƚƌansƉaƌenƚ and ƌesƵůƚsͲ
oƌienƚed and ƚo saĨeŐƵaƌd ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ and iƚs ƚecŚnicaů cƌiƚeƌia͘ /n addition͕ ƚŚe 
inƚended oƵƚcome is Ĩoƌ ƚŚe Őoveƌnance modeů and aůů oƚŚeƌ asƉecƚs oĨ ƚŚe daǆonomǇ initiative ƚo comƉůǇ ǁiƚŚ 
the hŶŝƚĞĚ�EĂƟŽŶƐ��ĞĐůĂƌĂƟŽŶ�ŽŶ�ƚŚĞ�ZŝŐŚƚƐ�ŽĨ�/ŶĚŝŐĞŶŽƵƐ�WĞŽƉůĞƐ��Đƚ.

dŚe Őoveƌnance modeů consisƚs oĨ ƚŚe ĨoůůoǁinŐ eůemenƚs͗

• Taxonomy Council (oversight and approvals): ůed ďǇ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ͕  
ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation͕ ƚŚe �oƵnciů ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ ƚŚe Őoveƌnance͕ 
sƚƌaƚeŐic diƌection and ƉeƌĨoƌmance oĨ ƚŚe daǆonomǇ initiative͘ /ƚ ǁoƵůd aƉƉƌove aůů ƚaǆonomǇ ƉƌoƉosaůs Ĩoƌ 
ƉƵďůication͘

• Taxonomy Custodian (taxonomy developer): ŚoƵsed ǁiƚŚin an indeƉendenƚ oƌŐaniǌation͕ ƚŚe �Ƶsƚodian 
ǁoƵůd caƌƌǇ oƵƚ ƚŚe ƚecŚnicaů ǁoƌŬ ƚo deveůoƉ ƚaǆonomǇ ƉƌoƉosaůs Ĩoƌ �oƵnciů aƉƉƌovaů͘ dŚe �oƵnciů maǇ 
diƌecƚ ƌevisions ƚo ƚaǆonomǇ ƉƌoƉosaůs ;sƵďũecƚ ƚo ƌƵůes oĨ ƉƌocedƵƌeͿ as ůonŐ as ƚŚese ƌevisions do noƚ 
Ƶndeƌmine ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ and iƚs ƚecŚnicaů cƌiƚeƌia͘ dŚe �Ƶsƚodian ǁoƵůd condƵcƚ 
edƵcation and aǁaƌenessͲƌaisinŐ activities as ǁeůů as ƌesƉond ƚo ĨeedďacŬ and ƚecŚnicaů inƋƵiƌies͘

• Technical Working Groups (external expertise): convened ďǇ ƚŚe �Ƶsƚodian͕ ƚŚese ǁoƌŬinŐ ŐƌoƵƉs ǁoƵůd 
sƵƉƉoƌƚ ƚŚe deveůoƉmenƚ oĨ ƚecŚnicaů cƌiƚeƌia ƚŚaƚ aƌe scientiĮcaůůǇ ƌoďƵsƚ͕ cƌediďůe and Ƶsaďůe͘ toƌŬinŐ 
ŐƌoƵƉs maǇ ďe Ɖeƌmanenƚ oƌ timeͲůimiƚed and ǁoƵůd comƉƌise a comďination oĨ indƵsƚƌǇ͕  academics and 
sƵďũecƚ maƩeƌ eǆƉeƌƚs͘

• Stakeholder Advisory Forum (engagement and stakeholder relations): ƚŚe �Ƶsƚodian ǁoƵůd esƚaďůisŚ a 
^ƚaŬeŚoůdeƌ AdvisoƌǇ &oƌƵm comƉƌisinŐ sƚaŬeŚoůdeƌs aīecƚed ďǇ ƚŚe daǆonomǇ initiative  
;e͘Ő͕͘ enviƌonmenƚaů noƚͲĨoƌͲƉƌoĮƚ oƌŐaniǌations͕ cůimaƚe advocaƚes͕ commƵnities͕ indƵsƚƌǇ͕  maƌŬeƚͲ
ďased ŐƌoƵƉsͿ͘ dŚe &oƌƵm ǁoƵůd Ɖƌovide an oƉƉoƌƚƵniƚǇ Ĩoƌ ƚŚe �Ƶsƚodian ƚo ƵƉdaƚe sƚaŬeŚoůdeƌs on ƚŚe 
daǆonomǇ initiative͕ inviƚe ĨeedďacŬ on consƵůƚation dƌaŌs and discƵss imƉůemenƚation issƵes͘ 

dŚe Őoveƌnance modeů is meanƚ ƚo advance a voůƵnƚaƌǇ ƚaǆonomǇ ƚŚaƚ is cƌediďůe͕ Ƶsaďůe and can seƌve mƵůtiƉůe 
Ƶse cases͘ &oƌ Őƌeaƚeƌ ceƌƚainƚǇ͕  neiƚŚeƌ ƚŚe �oƵnciů noƌ ƚŚe �Ƶsƚodian ǁoƵůd eǆeƌcise an enĨoƌcemenƚ ĨƵnction in 
connection ǁiƚŚ ƚŚe ƚaǆonomǇ s͛ Ƶse͘  

Kďũectives͕ hsaďiůiƚǇ and �ƌediďiůiƚǇ 

 ! Wƌioƌitiǌe cůimaƚe mitiŐation ďƵƚ Ɖosition ƚŚe initiative ƚo move ƋƵicŬůǇ inƚo oƚŚeƌ cƌiticaů aƌeas͕ sƵcŚ as 
cůimaƚe adaƉƚation and ƌesiůience

 ! �eveůoƉ a veƌsatiůe ƚaǆonomǇ ƚŚaƚ can sƵƉƉoƌƚ cůassiĨǇinŐ cůimaƚeͲƌeůaƚed Įnanciaů insƚƌƵmenƚs ;e͘Ő͕͘ 
ďonds͕ ůoansͿͶas ǁeůů as oƚŚeƌ Ɖƌivaƚe and ƉƵďůic secƚoƌ Ƶse cases 

 ! ReƋƵiƌe issƵinŐ comƉanies ƚo commiƚ ƚo issƵinŐ neƚͲǌeƌo Ɖůans͕ ƚaƌŐeƚs and cůimaƚe discůosƵƌe͕ ƚo ensƵƌe 
ƚŚe ƚaǆonomǇ is sƵƉƉoƌtinŐ cƌediďůe ƚƌansitions

 ! &osƚeƌ ƌiŐoƌoƵs͕ scientiĮcͲďased scƌeeninŐ cƌiƚeƌia ƚŚaƚ aƌe ƌevieǁed ƌeŐƵůaƌůǇ ƚo ƌeŇecƚ innovation and 
climate science

 ! Wƌomoƚe inƚeƌoƉeƌaďiůiƚǇ ǁiƚŚ maũoƌ scienceͲďased ƚaǆonomies ŐůoďaůůǇ ƚo Ĩosƚeƌ maƌŬeƚ conĮdence and 
ƌedƵce maƌŬeƚ ĨƌaŐmenƚation
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Framework Architecture
dŚe dd�' Śas deveůoƉed a ƌecommended ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌeͶin ƉaƌƚneƌsŚiƉ ǁiƚŚ ƚŚe �anadian �ůimaƚe 
/nstiƚƵƚeͶƚo ŐƵide ƚŚe deveůoƉmenƚ oĨ ƚŚe �anadian Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͘

hndeƌ ƚŚis ĨƌameǁoƌŬ͕ ƚŚe ƚaǆonomǇ s͛ oďũective is ƚo Ĩosƚeƌ ƚŚe issƵance oĨ Őƌeen and ƚƌansition Įnanciaů 
insƚƌƵmenƚs ƚŚaƚ aƌe consisƚenƚ ǁiƚŚ �anada s͛ Őoaů oĨ acŚievinŐ neƚͲǌeƌo emissions ďǇ ϮϬϱϬ͕ and ǁiƚŚ ƚŚe WaƌisͲ
aůiŐned commiƚmenƚ ƚo ŬeeƉ Őůoďaů ƚemƉeƌaƚƵƌe ƌise ƚo ďeůoǁ ϭ͘ϱ Σ� ;ďased on ƉƌeͲindƵsƚƌiaů ůeveůsͿ acƌoss aůů 
emissions caƚeŐoƌies ;scoƉes ϭ͕ Ϯ and ϯ emissionsͿ͘1  

/ssƵinŐ comƉanies mƵsƚ meeƚ ƚŚƌee caƚeŐoƌies oĨ ƌeƋƵiƌemenƚs ƚo issƵe Őƌeen andͬoƌ ƚƌansition Įnanciaů 
insƚƌƵmenƚs Ƶndeƌ ƚŚis ƚaǆonomǇ͗

General requirements: /ssƵinŐ comƉanies mƵsƚ comƉůǇ ǁiƚŚ ƌeƋƵiƌemenƚs ƌeůaƚed ƚo comƉanǇͲůeveů neƚͲ
ǌeƌo emissions ƚaƌŐeƚ seƫnŐ͕ ƚƌansition ƉůanninŐ and cůimaƚe discůosƵƌe͕ in ŬeeƉinŐ ǁiƚŚ emeƌŐinŐ domestic 
ƌeŐƵůaƚoƌǇ ƌeƋƵiƌemenƚs and inƚeƌnationaů sƚandaƌds and ďesƚ Ɖƌactices͘ dŚese ƌeƋƵiƌemenƚs aƌe meanƚ ƚo 
ensƵƌe ƚŚaƚ Ɖƌoũecƚs Įnanced Ƶndeƌ ƚŚe ƚaǆonomǇ aƌe sƵƉƉoƌtinŐ cƌediďůe ƚƌansitions͘ 

Specific requirements: /ssƵinŐ comƉanies mƵsƚ Ƶse a caƚeŐoƌiǌation ĨƌameǁoƌŬ ƚo deƚeƌmine ǁŚeƚŚeƌ ƚŚe 
Ɖƌoũecƚ meeƚs ƚŚe ͞Őƌeen͟ oƌ ͞ƚƌansition͟ eůiŐiďiůiƚǇ cƌiƚeƌia Ƶndeƌ ƚŚe ƚaǆonomǇ oƌ is͕ ďǇ deĨaƵůƚ͕ ineůiŐiďůe͘2

ϭ /ƚ is ƌecoŐniǌed ƚŚaƚ ƚŚeƌe maǇ ďe inconsisƚencies ďeƚǁeen Ĩedeƌaů emissions ƌedƵction ƚaƌŐeƚs and ƚŚe Őůoďaů 
cůimaƚe ƚaƌŐeƚ oĨ ŬeeƉinŐ emissions ǁeůů ďeůoǁ ϭ͘ϱ Σ� ;ƌeůative ƚo ƉƌeͲindƵsƚƌiaů ůeveůsͿ͘ /n iƚs desiŐn and aƉƉůication͕ ƚŚe 
ƚaǆonomǇ sŚoƵůd eƌƌ on ƚŚe side oĨ ƚŚe mosƚ ƌoďƵsƚ and scientiĮcaůůǇͲŐƌoƵnded emissions ƚaƌŐeƚs͘

Ϯ dŚe eǆƉecƚation is ƚŚaƚ ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ is ƚŚe eůemenƚ oĨ ƚŚe ƚaǆonomǇ ƚŚaƚ ǁoƵůd ďe deveůoƉed 
ƚo sƵƉƉoƌƚ oƚŚeƌ Ƶse cases ǁŚeƌe iƚ ǁoƵůd ďe ďeneĮciaů ƚo Śave a sƚandaƌdiǌed ƚooů ƚo caƚeŐoƌiǌe Őƌeen and ƚƌansition 
Ɖƌoũecƚs͘ �esƉiƚe iƚs Ɖƌesenƚation Śeƌe͕ iƚs Ƶse sŚoƵůd noƚ ďe vieǁed as ďeinŐ ůimiƚed ƚo cůassiĨǇinŐ cůimaƚeͲƌeůaƚed Įnanciaů 
instruments.

General 
requirements

�omƉanǇͲůeveů neƚͲ
ǌeƌo ƚaƌŐeƚ seƫnŐ͕ 
ƚƌansition ƉůanninŐ 

and eīective 
climate disclosure

Specific 
requirements

�vaůƵation oĨ Ɖƌoũecƚ 
aŐainsƚ ĨƌameǁoƌŬ 

criteria to determine 
whether it is "green" 

oƌ ΗƚƌansitionΗ 

“Do no 
significant harm” 

requirements

Assessmenƚ oĨ 
Ɖƌoũecƚ aŐainsƚ ͞do 

no siŐniĮcanƚ Śaƌm͟ 
criteria

Taxonomy-
eligible + +=
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Eligible green projects for issuing green financial instruments:
• Wƌoũecƚs ǁiƚŚ ůoǁ oƌ ǌeƌo scoƉe ϭ and Ϯ emissions͕ ůoǁ oƌ ǌeƌo doǁnsƚƌeam scoƉe ϯ emissions and 

ƚŚaƚ ƉƌodƵce Őoods oƌ seƌvices ƚŚaƚ aƌe eǆƉecƚed ƚo see siŐniĮcanƚ demand ŐƌoǁƚŚ in ƚŚe Őůoďaů ůoǁͲ
caƌďon ƚƌansition͘3 As a ƌesƵůƚ͕ Őƌeen Ɖƌoũecƚs aůso Ĩace ƌeůativeůǇ ůimiƚed ƚƌansition ƌisŬs͘ �ǆamƉůes͗ Őƌeen 
ŚǇdƌoŐen ƉƌodƵction͕ aīoƌesƚation Ɖƌoũecƚs͕ ǌeƌoͲemissions veŚicůe manƵĨacƚƵƌinŐ ;ǁiƚŚ ůoǁͲemissions 
sƵƉƉůǇ cŚainsͿ͕ eůecƚƌiciƚǇ ƚƌansmission inĨƌasƚƌƵcƚƵƌe͘ 

Eligible transition projects for issuing transition financial instruments: 
• Wƌoũecƚs ƚŚaƚ decaƌďoniǌe secƚoƌs ƚŚaƚ ŚisƚoƌicaůůǇ Śave ŚiŐŚ scoƉe ϭ and Ϯ emissions ;e͘Ő͕͘ iƌon 

and sƚeeů͕ cŚemicaůs͕ aůƵminƵm and cemenƚ ƉƌodƵctionͿ͘ dŚese aƌe Ɖƌoũecƚs ƚŚaƚͶƚŚƌoƵŐŚ maŬinŐ 
siŐniĮcanƚ emissions ƌedƵctionsͶimƉƌove ƚŚe caƌďon comƉetitiveness oĨ activities eǆƉosed ƚo ŚiŐŚeƌ 
caƌďon cosƚs in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition͘ dŚese aƌe Ɖƌoũecƚs ƚŚaƚ do noƚ Őeneƌaƚe maƚeƌiaů 
doǁnsƚƌeam scoƉe ϯ emissions and oƉeƌaƚe in maƌŬeƚs ƚŚaƚ aƌe eǆƉecƚed ƚo ƌemain sƚaďůe oƌ Őƌoǁ 
in ƚŚe ƚƌansition ;dƵe ƚo a ůacŬ oĨ economicaůůǇ and ƚecŚnicaůůǇ viaďůe aůƚeƌnativesͿ͘ �ǆamƉůe͗ a sƚeeů 
ƉƌodƵction ĨaciůiƚǇ ƚŚaƚ insƚaůůs an eůecƚƌic aƌc ĨƵƌnace͕ oƌ consƚƌƵctinŐ a neǁ ďůƵe ŚǇdƌoŐen ĨaciůiƚǇ ǁiƚŚ 
a high emissions capture rate.

• Wƌoũecƚs ƚŚaƚ decaƌďoniǌe secƚoƌs ƚŚaƚ ŚisƚoƌicaůůǇ Śave ŚiŐŚ doǁnsƚƌeam scoƉe ϯ emissions ;e͘Ő͕͘ oiů and 
Őas͕ oƌ ŐasͲĨƵeůed veŚicůesͿ͘ dŚese incůƵde Ɖƌoũecƚs ƚŚaƚ seůů ƉƌodƵcƚs ƚŚaƚ͕ dƵe ƚo ŚiŐŚ scoƉe ϯ emissions 
and ƚŚe avaiůaďiůiƚǇ oĨ viaďůe aůƚeƌnatives͕ aƌe eǆƉecƚed ƚo Ĩace decƌeasinŐ Őůoďaů demand in ƚƌansition͘ 
do ƌemain ƚƌansitionͲeůiŐiďůe͕ ƚŚese Ɖƌoũecƚs mƵsƚ Śave ǁeůůͲdeĮned ůiĨesƉans ƚŚaƚ aƌe aƉƉƌoǆimaƚeůǇ 
ƉƌoƉoƌtionaƚe ƚo ƚŚe eǆƉecƚed decůine in Őůoďaů demand in ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs͘ /n ƚŚe case 
oĨ oiů and Őas Ɖƌoũecƚs͕ eůiŐiďůe Ɖƌoũecƚs mƵsƚ ůead ƚo siŐniĮcanƚ emissions ƌedƵctions Ĩƌom eǆistinŐ 
asseƚs͘ �ǆamƉůe͗ insƚaůůinŐ ǁoƌůdͲůeadinŐ meƚŚane caƉƚƵƌe on eǆistinŐ naƚƵƌaů Őas ƉƌodƵction ;ǁiƚŚ a 
sŚoƌƚ ƚo modeƌaƚe ůiĨesƉanͿ͕ oƌ insƚaůůinŐ caƌďon caƉƚƵƌe͕ Ƶtiůiǌation and sƚoƌaŐe ;��h^Ϳ on an eǆistinŐ 
oiůsands ĨaciůiƚǇ ;ǁiƚŚ a sŚoƌƚ ƚo modeƌaƚe ůiĨesƉanͿ͘ 

Ineligible projects: 
• Aůů Ɖƌoũecƚs ƌeůaƚed ƚo soůid Ĩossiů ĨƵeůs͘ dŚese aƌe ŚiŐŚůǇ emissionsͲinƚensive activities ƚŚaƚ mƵsƚ ďe 

ƉŚased oƵƚ immediaƚeůǇ ƚo aůiŐn ǁiƚŚ ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs ;and even ƌeƉƌesenƚative Ϯ͘Ϭ Σ� 
ƉaƚŚǁaǇsͿ and ƌeƉƌesenƚ ƚecŚnoůoŐicaů deadͲends͕ ǁiƚŚ economicaůůǇ and ƚecŚnicaůůǇ viaďůe aůƚeƌnatives͘ 
�ǆamƉůe͗ ƚŚeƌmaů coaů mininŐ͕ coaůͲĮƌed Ɖoǁeƌ Őeneƌation͘  

• AnǇ Ɖƌoũecƚs ƚŚaƚ͗ cƌeaƚe caƌďon ůocŬͲin and ƉaƚŚ deƉendencǇ͖ aƌe aƚ a ŚiŐŚ ƌisŬ oĨ ďecominŐ sƚƌanded 
in neƚͲǌeƌo ƉaƚŚǁaǇs dƵe ƚo ŚiŐŚ scoƉe ϯ emissions and decůininŐ Őůoďaů demand͖ Śave scoƉe ϭ and 
Ϯ emissions ƚŚaƚ aƌe inconsisƚenƚ ǁiƚŚ neƚͲǌeƌo ƉaƚŚǁaǇs͖ andͬoƌ ƚŚose ƚŚaƚ aƌe Ƶnaďůe ƚo scaůe in 
ƚƌansition͘ �ǆamƉůe͗ eǆƉůoƌation and deveůoƉmenƚ oĨ neǁ oiů Įeůds and indƵsƚƌiaů Ɖƌoũecƚs ƚŚaƚ Ĩaiů ƚo 
siŐniĮcanƚůǇ ƌedƵce emissions͘4

ϯ  �ůiŐiďůe Őƌeen Ɖƌoũecƚs aƌe deĮned as ŚavinŐ ůoǁ oƌ ǌeƌo scoƉe ϭ and Ϯ emissions͕ and ůoǁ oƌ ǌeƌo doǁnsƚƌeam 
scoƉe ϯ emissions͕ ǁŚeƌeas ƚŚe Ɖiůoƚed meƚŚodoůoŐǇ Ĩoƌ scoƌinŐ Őƌeen Ɖƌoũecƚs͕ inƚƌodƵced in ƚŚis ReƉoƌƚ͕ Ƶses ůoǁ oƌ ǌeƌo 
ůiĨecǇcůe emissions ƚo deĮne eůiŐiďůe Őƌeen Ɖƌoũecƚs͕ ǁŚicŚ incůƵdes ďoƚŚ ƵƉsƚƌeam and doǁnsƚƌeam scoƉe ϯ emissions͘ dŚe 
Ƶse oĨ ůiĨecǇcůe emissions is consisƚenƚ ǁiƚŚ ƚŚe ƚŚƌesŚoůds Ƶsed in ƚŚe �ƵƌoƉean hnion s͛ ^Ƶsƚainaďůe &inance daǆonomǇ͘ /ƚ 
accoƵnƚs Ĩoƌ emissions acƌoss ƚŚe entiƌe sƵƉƉůǇ cŚain ;oƌ ůiĨecǇcůeͿ oĨ ƚŚe Őood oƌ seƌvice͘

ϰ tŚiůe ƚŚe daǆonomǇ �Ƶsƚodian ƵůtimaƚeůǇ needs ƚo deveůoƉ Ɖƌecise deĮnitions͕ cƌiƚeƌia and ƚŚƌesŚoůds Ĩoƌ ƚŚe ƚǇƉes 
oĨ ineůiŐiďůe oiů and Őas Ɖƌoũecƚs͕ ƚŚe ƉƌoƉosed deĮnition in ƚŚis docƵmenƚ is ďased on ƚŚe ďesƚ avaiůaďůe cůimaƚe science and 
scenaƌio anaůǇsis and Ƶses ƚŚe /nƚeƌnationaů �neƌŐǇ AŐencǇ s͛ ƚƌeaƚmenƚ oĨ oiů and Őas͕ descƌiďed in iƚs ϮϬϮϭ report EĞƚ��ĞƌŽ�
ďǇ�ϮϬϱϬ͗���ZŽĂĚŵĂƉ�ĨŽƌ�ƚŚĞ�'ůŽďĂů��ŶĞƌŐǇ�^ĞĐƚŽƌ͕ as a sƚaƌtinŐ Ɖoinƚ͘ ^ee �oǆ ϱ in ƚŚis ReƉoƌƚ Ĩoƌ moƌe deƚaiůs͘

https://www.iea.org/reports/net-zero-by-2050
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dŚe eǆamƉůes Ɖƌesenƚed aďove on ǁŚaƚ maǇ ďe eůiŐiďůe oƌ ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͕  and ƚŚose in ƚŚe 
main ďodǇ oĨ ƚŚe ReƉoƌƚ͕ aƌe Ɖƌovided Ĩoƌ iůůƵsƚƌative ƉƵƌƉoses onůǇ͘ dŚe eǆamƉůes aƌe meanƚ ƚo enŚance ƚŚe 
ƌeadaďiůiƚǇ oĨ ƚŚe ReƉoƌƚ and aƌe noƚ meanƚ ƚo ďind ĨƵƚƵƌe ǁoƌŬ and decisions͘ dŚe Įnaů deƚeƌmination on 
ƚŚese maƩeƌs ǁiůů ďe made ďǇ ƚŚe daǆonomǇ �oƵnciů͕ ďased on ƚŚe ƚecŚnicaů ǁoƌŬ oĨ ƚŚe daǆonomǇ �Ƶsƚodian͕ 
ǁŚicŚ is eǆƉecƚed ƚo incůƵde a ƚŚoƌoƵŐŚ ƌevieǁ oĨ eǆistinŐ and emeƌŐinŐ neƚͲǌeƌo scenaƌios and oƚŚeƌ 
ƚecŚnicaů͕ scienceͲďased consideƌations͘ A ƉaƌticƵůaƌ ĨocƵs ǁiůů ďe ƚo esƚaďůisŚ scienceͲďased cƌiƚeƌia͕ ancŚoƌed 
in emissions ƚŚƌesŚoůds and meƚƌics͕ ƚŚaƚ cůeaƌůǇ deůineaƚe ďeƚǁeen Ɖƌoũecƚs ƚŚaƚ aƌe ƚƌansition veƌsƵs ƚŚose 
ƚŚaƚ aƌe ineůiŐiďůe͘ dŚis ǁoƌŬ sŚoƵůd eǆamine ƚŚe ƌecenƚ decision ďǇ ƚŚe �ƵƌoƉean hnion ƚo incůƵde naƚƵƌaů 
Őas and nƵcůeaƌ Ɖoǁeƌ Őeneƌation Ɖƌoũecƚs in iƚs sƵsƚainaďůe Įnance ;ŐƌeenͿ ƚaǆonomǇ͕  ciƌcƵmscƌiďed ďǇ sƚƌicƚ 
emissions ƚŚƌesŚoůds and ƚecŚnicaů scƌeeninŐ cƌiƚeƌia͕ incůƵdinŐ͕ Ĩoƌ naƚƵƌaů Őas͕ ƌeƋƵiƌinŐ ƚŚe ƌeƉůacemenƚ oĨ a 
ŚiŐŚͲemiƫnŐ Ĩossiů ĨƵeůͲƉoǁeƌed ĨaciůiƚǇ ǁiƚŚ a ůoǁeƌͲemiƫnŐ naƚƵƌaů Őas Ɖoǁeƌ Őeneƌation ĨaciůiƚǇ ;ǁŚeƌe no 
ƌeneǁaďůe aůƚeƌnatives aƌe ĨeasiďůeͿ͘ 

“Do no significant harm” requirement: dŚe issƵinŐ comƉanǇ mƵsƚ assess ƚŚe Ɖƌoũecƚ aŐainsƚ ͞do no siŐniĮcanƚ 
Śaƌm͟ ;�E^,Ϳ cƌiƚeƌia ƚo ensƵƌe ƚŚe Ɖƌoũecƚ is noƚ deƚƌimenƚaů ƚo oƚŚeƌ enviƌonmenƚaů͕ sociaů and Őoveƌnance 
;�^'Ϳ oďũectives ;e͘Ő͕͘ consƚƌƵctinŐ ǁind ƚƵƌďines in a ǁeƚůandͿ͘ /Ĩ a Ɖƌoũecƚ vioůaƚes ƚŚe �E^, cƌiƚeƌia͕ iƚ ǁoƵůd 
ďe ineůiŐiďůe Ĩoƌ ƚaǆonomǇ ĮnancinŐ͘ &oƌ eǆamƉůe͕ a Ɖƌoũecƚ caƚeŐoƌiǌed as Őƌeen͕ ǁŚicŚ caƵses siŐniĮcanƚ 
;nonͲcůimaƚeͿ enviƌonmenƚaů damaŐe͕ ǁoƵůd ďe ineůiŐiďůe͘ do avoid cƌeatinŐ dƵƉůication and additionaů ǁoƌŬ Ĩoƌ 
issƵeƌs͕ ƚŚe inƚention is ƚo aůiŐn ƚŚe �E^, ƌeƋƵiƌemenƚs ǁiƚŚ eǆistinŐ �anadian ůaǁ ;e͘Ő͕͘ enviƌonmenƚ͕ ůaďoƵƌ 
and /ndiŐenoƵs RiŐŚƚsͿ͘ dŚe �E^, ƚeƌminoůoŐǇ and conceƉƚ ǁas Ɖioneeƌed in ƚŚe �ƵƌoƉean hnion ^Ƶsƚainaďůe 
&inance ;ŐƌeenͿ daǆonomǇ and noǁ ĨeaƚƵƌes ƉƌominenƚůǇ in ƚaǆonomies ŐůoďaůůǇ͘

Evaluating Transition Opportunity and Risk

dŚe Ɖƌoũecƚs ƚŚaƚ Ĩaůů ǁiƚŚin ƚŚe caƚeŐoƌies oĨ Őƌeen oƌ ƚƌansition Ƶndeƌ ƚŚe ƚaǆonomǇ vaƌǇ in ƚeƌms oĨ ƚƌansition 
oƉƉoƌƚƵniƚǇ and ƌisŬ͕ sometimes siŐniĮcanƚůǇ͘ dŚe ĨƌameǁoƌŬ inƚƌodƵced aďove onůǇ caƚeŐoƌiǌes Ɖƌoũecƚs as 
eiƚŚeƌ Őƌeen oƌ ƚƌansition͕ and does noƚ evaůƵaƚe ƚŚe ƌeůative meƌiƚs oĨ ƚŚe Ɖƌoũecƚs ǁiƚŚin ƚŚese caƚeŐoƌies͘ As 
a ĨƵƚƵƌe ƉƌioƌiƚǇ͕  ƚŚe daǆonomǇ initiative sŚoƵůd consideƌ deveůoƉinŐ a meƚŚodoůoŐǇ and cƌiƚeƌia so ƚŚaƚ eůiŐiďůe 
Őƌeen and ƚƌansition Ɖƌoũecƚs aƌe diīeƌentiaƚed͕ Ĩoƌ ƚŚe ƉƵƌƉoses oĨ cůassiĨǇinŐ issƵances͕ accoƌdinŐ ƚo ƚŚeiƌ 
ƌeůative ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͘ 

dŚis ǁoƵůd enŚance maƌŬeƚ inĨoƌmation on ƚŚe sƉeciĮc oƉƉoƌƚƵniƚǇ and ƌisŬ ƉƌoĮůe oĨ Őƌeen and ƚƌansition 
Ɖƌoũecƚs ƵndeƌůǇinŐ ƚŚese issƵances͕ ǁŚicŚ ǁoƵůd ďe ƉaƌticƵůaƌůǇ ďeneĮciaů Ĩoƌ invesƚoƌs͘ /ƚ ǁoƵůd aůso Ɖƌomoƚe 
ƚŚe cƌediďiůiƚǇ oĨ ƚŚe ƚaǆonomǇ͕  ƉaƌticƵůaƌůǇ as iƚ ƌeůaƚes ƚo ƚƌansition͕ as iƚ ǁoƵůd diīeƌentiaƚe Ɖƌoũecƚs ǁiƚŚin ƚŚe 
ƚƌansition caƚeŐoƌǇ and demonsƚƌaƚe Śoǁ eůiŐiďiůiƚǇ maǇ evoůve oveƌ time in ƚŚe Ĩace oĨ ƌeŐƵůaƌ ƌevieǁs and moƌe 
stringent criteria.   

do Ɖƌovide a ƌƵnninŐ sƚaƌƚ͕ ƚŚis ReƉoƌƚ seƚs oƵƚ a ƉƌoƉosed meƚŚodoůoŐǇ and cƌiƚeƌia ƚo cůassiĨǇ Őƌeen and 
ƚƌansition Įnanciaů insƚƌƵmenƚs in a diīeƌentiaƚed manneƌ͘  &iŐƵƌe ϭ ďeůoǁ iůůƵsƚƌaƚes Śoǁ ƚŚis ƚŚis coƵůd ǁoƌŬ 
in Ɖƌactice͘ /ƚ sŚoǁs a ƌanŐe oĨ ŚǇƉoƚŚeticaů Őƌeen and ƚƌansition Ɖƌoũecƚs͕ evaůƵaƚed ďased on ƚŚeiƌ ƌeůative 
ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͘ dŚese eǆamƉůes aƌe͕ Śoǁeveƌ͕  Ĩoƌ iůůƵsƚƌative ƉƵƌƉoses onůǇ͘ dŚe acƚƵaů 
assessmenƚ oĨ Ɖƌoũecƚs ǁiůů ƌeƋƵiƌe deveůoƉinŐ ƌiŐoƌoƵs meƚŚodoůoŐǇ and cƌiƚeƌia͕ as ǁeůů as identiĨǇinŐ an 
aƉƉƌoƉƌiaƚe deůiveƌǇ modeů Ĩoƌ iƚs Ƶse and adminisƚƌation͘ 
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Figure 1: Hypothetical Green and Transition Projects
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dŚeƌe is an imƉeƌative ƚo Ɖƌoceed eǆƉeditioƵsůǇ ƚo deveůoƉ and imƉůemenƚ ƚŚe �anadian Őƌeen and ƚƌansition 
Įnance ƚaǆonomǇ͘ �eůaǇs ǁoƵůd Ɖƌesenƚ missed oƉƉoƌƚƵnities Ĩoƌ �anada ƚo moďiůiǌe Őƌeen and ƚƌansition caƉiƚaů 
in a meaninŐĨƵů ǁaǇ͕  as ǁeůů as inŇƵence ƚŚe Őůoďaů ƚaǆonomǇ diaůoŐƵe͘ WƌoceedinŐ eǆƉeditioƵsůǇ͕  Śoǁeveƌ͕  
cannoƚ come aƚ ƚŚe eǆƉense oĨ ƋƵaůiƚǇ and cƌediďiůiƚǇ͘ 

'iven ƚŚese consideƌations͕ ƚŚe dd�' ƌecommends ƚŚaƚ ƚŚe ƚaǆonomǇ ďe deveůoƉed and imƉůemenƚed in ƚǁo 
discƌeƚe ƉŚases͕ as Ĩoůůoǁs͗

 ! Phase 1 ǁoƵůd see ƚŚe ^&A� ƉƵďůisŚinŐ a sŚoƌƚͲĨoƌm ƚaǆonomǇ coveƌinŐ ƉƌioƌiƚǇ secƚoƌs and activities ďǇ  
midͲϮϬϮϯ͕ as ǁeůů as ůaǇinŐ ƚŚe ŐƌoƵndǁoƌŬ Ĩoƌ ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ Ĩoƌ ƚŚe ůonŐ ƚeƌm͕ 
incůƵdinŐ Őoveƌnance͕ ĨƵndinŐ and sƚƌaƚeŐic ƉůanninŐ͘

 ! Phase 2 ǁoƵůd invoůve ƚŚe ĨƵůů imƉůemenƚation oĨ ƚŚe daǆonomǇ initiative and ƉƵďůisŚinŐ a sƵďsƚantiaůůǇ moƌe 
comƉůeƚe and deƚaiůed ƚaǆonomǇ ďǇ endͲϮϬϮϱ aƚ ƚŚe ůaƚesƚ͘

WŚase ϭ ǁoƵůd ďe ůed ďǇ ƚŚe ^&A� and ƚŚe dd�'͘ /ƚ ǁoƵůd continƵe ƚo ƌeůǇ on ƚŚe eǆistinŐ Őoveƌnance 
aƌƌanŐemenƚs͕ incůƵdinŐ enŐaŐemenƚ ǁiƚŚ ƚŚe ĨedeƌaůͲƉƌovinciaů Kĸciaů ^ecƚoƌ �ooƌdinatinŐ 'ƌoƵƉ5͕  ǁŚiůe 
ƌecoŐniǌinŐ ƚŚaƚ ďaůanced enŐaŐemenƚ ǁiůů ďe needed ǁiƚŚ Ɖƌovinciaů Őoveƌnmenƚs͕ /ndiŐenoƵs ƌiŐŚƚsŚoůdeƌs 
and ůeadeƌsŚiƉ͕ indƵsƚƌǇ and oƚŚeƌ sƚaŬeŚoůdeƌs ƚo sƵƉƉoƌƚ imƉůemenƚation ƚoǁaƌds WŚase Ϯ͘ dŚis ReƉoƌƚ sŚoƵůd 
ďe vieǁed as a ĨoƵndationaů sƚaƌtinŐ Ɖoinƚ Ĩoƌ WŚase ϭ͕ ǁŚicŚ ǁiůů ƚŚen ďe ĨƵƌƚŚeƌ deveůoƉed and ƌeĮned Ƶndeƌ 
^&A� ůeadeƌsŚiƉ ƚo aƌƌive aƚ a comƉƌeŚensive ƚaǆonomǇ modeů Ĩoƌ WŚase Ϯ imƉůemenƚation͘           

ϱ Demďeƌs oĨ ƚŚe Kĸciaů ^ecƚoƌ �ooƌdinatinŐ 'ƌoƵƉ aƌe &inance �anada͕ �nviƌonmenƚ and �ůimaƚe �ŚanŐe 
�anada͕ �anŬ oĨ �anada͕ Kĸce oĨ ƚŚe ^ƵƉeƌinƚendenƚ oĨ &inanciaů /nstiƚƵtions͕ AƵƚoƌiƚĠ des maƌcŚĠs Įnancieƌs ;YƵĠďecͿ͕ 
Knƚaƌio ^ecƵƌities �ommission͕ Aůďeƌƚa ^ecƵƌities �ommission͕ �ƌitisŚ �oůƵmďia ^ecƵƌities �ommission͕ &inanciaů ^eƌvices 
ReŐƵůaƚoƌǇ AƵƚŚoƌiƚǇ oĨ Knƚaƌio and ƚŚe �ƌitisŚ �oůƵmďia &inanciaů ^eƌvices AƵƚŚoƌiƚǇ͘
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Recommendations

1. te ƌecommend ƚŚaƚ �anada deveůoƉ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͘

2. te ƌecommend ƚŚaƚ ƚŚe �anadian Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ďe ůed ũoinƚůǇ ďǇ ƚŚe Ĩedeƌaů 
Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ͕  ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation͕ Ƶndeƌ a Őoveƌnance 
modeů ƚŚaƚ is ƚƌansƉaƌenƚ and ƌesƵůƚsͲoƌienƚed͕ saĨeŐƵaƌds ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ and is 
ƌesoƵƌced commensƵƌaƚe ǁiƚŚ ƚŚe imƉoƌƚance and scoƉe oĨ ƚŚe initiative͘

3. te ƌecommend ƚŚaƚ ƚŚe ƚaǆonomǇ ďe deveůoƉed͕ in ƚŚe Įƌsƚ insƚance͕ ƚo ĨocƵs on sƵƉƉoƌtinŐ cůimaƚe 
mitiŐation oďũectives and ďe consƚƌƵcƚed so ƚŚaƚ iƚ maǇ sƵƉƉoƌƚ mƵůtiƉůe Ƶse cases͘ dŚe ƚaǆonomǇ s͛ cƌiƚeƌia 
mƵsƚ ďe ƌiŐoƌoƵs͕ oďũective and ancŚoƌed in cůimaƚe science ƚo ďƵiůd and mainƚain inƚeƌnationaů cƌediďiůiƚǇ͘ 
dŚe cƌiƚeƌia mƵsƚ ďe ƌevieǁed and ƵƉdaƚed ƌeŐƵůaƌůǇ and sƵƉƉoƌƚ inƚeƌoƉeƌaďiůiƚǇ ǁiƚŚ oƚŚeƌ maũoƌ scienceͲ
ďased ƚaǆonomies͘

4. te ƌecommend ƚŚe imƉůemenƚation oĨ a ƚŚƌeeͲtieƌ Őoveƌnance modeů͕ ǁiƚŚ a daǆonomǇ �oƵnciů  
;dieƌ oneͿͶũoinƚůǇ Őoveƌned ďǇ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and Įnanciaů secƚoƌ͕  ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and 
/ndiŐenoƵs ƉaƌticiƉationͶƌesƉonsiďůe Ĩoƌ ƚŚe oveƌaůů sƚƌaƚeŐic diƌection͕ desiŐn and ĨƵndinŐ oĨ ƚŚe initiative͖ 
a �Ƶsƚodian ;dieƌ ƚǁoͿ ƚŚaƚ deveůoƉs ƚŚe ƚaǆonomǇ ƉƌoƉosaůs and ƚecŚnicaů cƌiƚeƌia͖ and͕ ƚecŚnicaů ǁoƌŬinŐ 
ŐƌoƵƉs and a ^ƚaŬeŚoůdeƌ AdvisoƌǇ &oƌƵm ;dieƌ ƚŚƌeeͿ ƚŚaƚ Ɖƌovide eǆƉeƌƚ inƉƵƚ ƚo ƚŚe �Ƶsƚodian in sƵƉƉoƌƚ 
oĨ ƚŚe deveůoƉmenƚ and evoůƵtion oĨ ƚŚe ƚaǆonomǇ͘

5. te ƌecommend ƚŚaƚ ƚŚe ƚaǆonomǇ s͛ ƉƌinciƉaů oďũective ďe ƚo sƵƉƉoƌƚ ƚŚe acŚievemenƚ oĨ �anada s͛ 
emissions ƌedƵction ƚaƌŐeƚs͕ consisƚenƚ ǁiƚŚ ŬeeƉinŐ Őůoďaů ƚemƉeƌaƚƵƌe ƌise ƚo ďeůoǁ ϭ͘ϱ Σ� ;ďased on 
ƉƌeͲindƵsƚƌiaů ůeveůsͿ acƌoss aůů emissions caƚeŐoƌies͘ 'ƌoƵndinŐ ƚŚe ƚaǆonomǇ ǁiƚŚ ƚŚis amďitioƵs cůimaƚe 
oďũective can ďƵiůd and mainƚain inƚeƌnationaů cƌediďiůiƚǇ and aůso ŚeůƉ dƌive ƉƌoŐƌess on oƚŚeƌ imƉoƌƚanƚ 
economic͕ Įnanciaů and sociaů oďũectives͘ 

6. te ƌecommend ƚŚaƚ comƉanies issƵinŐ Őƌeen oƌ ƚƌansition Įnanciaů insƚƌƵmenƚs Ƶndeƌ ƚŚe ƚaǆonomǇ ďe 
assessed aŐainsƚ Őeneƌaů ƌeƋƵiƌemenƚs ƌeůaƚed ƚo comƉanǇͲůeveů neƚͲǌeƌo ƚaƌŐeƚ seƫnŐ͕ ƚƌansition ƉůanninŐ 
and cůimaƚe discůosƵƌe͘ dŚese ǁoƵůd ďe aůiŐned ǁiƚŚ emeƌŐinŐ domestic ƌeŐƵůaƚoƌǇ ƌeƋƵiƌemenƚs and 
inƚeƌnationaů sƚandaƌds and ďesƚ Ɖƌactices͘  

7. te ƌecommend ƚŚaƚ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ emďodǇ ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ 
inƚƌodƵced in ƚŚis ReƉoƌƚ͕ ǁŚeƌe Ɖƌoũecƚs aƌe deƚeƌmined ƚo ďe ƚaǆonomǇͲeůiŐiďůe onůǇ iĨ maƚeƌiaů scoƉe ϭ͕ 
Ϯ and ϯ emissions͕ eǆcůƵdinŐ caƌďon oīseƚs͕ aƌe aůiŐned ǁiƚŚ ƌeƉƌesenƚative ƉaƚŚǁaǇs in a ϭ͘ϱ Σ� scenaƌio͘ 
Wƌoũecƚs ƚŚaƚ ůead ƚo siŐniĮcanƚ incƌeases in emissions and maŬe iƚ diĸcƵůƚ ƚo ƌedƵce emissions in ƚŚe ĨƵƚƵƌe 
ǁoƵůd ďe ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͘  

8. te ƌecommend ƚŚaƚ ƚŚe eůiŐiďiůiƚǇ ƌeƋƵiƌemenƚs Ƶndeƌ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ incůƵde 
an assessmenƚ aŐainsƚ ͞do no siŐniĮcanƚ Śaƌm͟ cƌiƚeƌia͕ ǁŚicŚ meeƚ ƚŚe ƵniƋƵe needs oĨ �anada and aƌe 
inĨoƌmed ďǇ ƚŚe �ƵƌoƉean hnion s͛ ^Ƶsƚainaďůe &inance daǆonomǇ͕  incůƵdinŐ͕ ďƵƚ noƚ ůimiƚed ƚo͕ meetinŐ 
minimƵm sƚandaƌds Ĩoƌ ƌesƉectinŐ /ndiŐenoƵs ƌiŐŚƚs and ƌeconciůiation as ǁeůů as Ĩoƌ sƵƉƉoƌtinŐ ǁoƌŬeƌs and 
commƵnities in ƌeůation ƚo ũƵsƚ ƚƌansition͘
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9. te ƌecommend ƚŚaƚ ƚŚe daǆonomǇ initiative consideƌ͕  as a ĨƵƚƵƌe ƉƌioƌiƚǇ͕  deveůoƉinŐ a meƚŚodoůoŐǇ 
and cƌiƚeƌia ƚo diīeƌentiaƚe ƚŚe ƌeůative ƌisŬ and oƉƉoƌƚƵniƚǇ oĨ Őƌeen and ƚƌansition Ɖƌoũecƚs͕ ƚo enŚance 
invesƚmenƚ decisionͲmaŬinŐ and ƚŚe ƚaǆonomǇ s͛ soƉŚistication and cƌediďiůiƚǇ͘

ϭϬ͘ te ƌecommend ƚŚaƚ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ďe deveůoƉed in ƚǁo discƌeƚe ƉŚases͘  
WŚase ϭ ǁoƵůd see ƚŚe ^&A� ƉƵďůisŚinŐ a sŚoƌƚͲĨoƌm ƚaǆonomǇ coveƌinŐ ƉƌioƌiƚǇ secƚoƌs and activities ďǇ midͲ
ϮϬϮϯ͕ as ǁeůů as ůaǇinŐ ƚŚe ŐƌoƵndǁoƌŬ Ĩoƌ ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ Ĩoƌ ƚŚe ůonŐ ƚeƌm͕ incůƵdinŐ 
Őoveƌnance͕ ĨƵndinŐ and sƚƌaƚeŐic ƉůanninŐ͘ WŚase Ϯ ǁoƵůd invoůve ƚŚe ĨƵůů imƉůemenƚation oĨ ƚŚe daǆonomǇ 
initiative and ƉƵďůisŚinŐ a sƵďsƚantiaůůǇ moƌe comƉůeƚe and deƚaiůed ƚaǆonomǇ ďǇ endͲϮϬϮϱ aƚ ƚŚe ůaƚesƚ͘

saůƵe ƉƌoƉosition

dŚe deveůoƉmenƚ and imƉůemenƚation oĨ a �anadian Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ǁoƵůd͗

• Ɖƌovide deĮnitions oĨ cůasses oĨ Ɖƌoũecƚs and activities ƚŚaƚ sƵƉƉoƌƚ cƌediďůe eīoƌƚs ƚo ůimiƚ emissions ƚŚaƚ aƌe 
aůiŐned ǁiƚŚ �anada s͛ ƚƌansition ƉaƚŚǁaǇs ƚo neƚ ǌeƌo͖

• inƚƌodƵce sƚandaƌds and ƉeƌĨoƌmance meƚƌics ƚŚaƚ diƌecƚůǇ͕  cůeaƌůǇ and cƌediďůǇ aůiŐn ǁiƚŚ �anada͛s neƚͲǌeƌo 
ƚƌansition ;Ĩoƌ ďoƚŚ mitiŐation and adaƉƚation and ƌesiůienceͿ ƚo Őeneƌaƚe conĮdence and encoƵƌaŐe caƉiƚaů 
Ňoǁs in domestic and inƚeƌnationaů Įnanciaů maƌŬeƚs͖

• iůůƵsƚƌaƚe �anada s͛ ůeadeƌsŚiƉ in ƚŚe ƚƌansition oĨ a ƌesoƵƌceͲďased economǇ͕  aůiŐned ǁiƚŚ inƚeƌnationaů 
eǆƉecƚations͖

• consideƌ ƚŚe ƌeaůities oĨ vaƌioƵs ƉaƚŚǁaǇs ƚo neƚ ǌeƌo ;incůƵdinŐ deƚaiůed economic assessmenƚs oĨ 
aůƚeƌnativesͿ and ƚŚe Őůoďaů need Ĩoƌ access ƚo eneƌŐǇ͖ 

• Ɖƌomoƚe �anada s͛ ůeadeƌsŚiƉ in neƚͲǌeƌo ƚecŚnoůoŐǇ and sƵƉƉoƌƚ eīoƌƚs ƚo imƉƌove ƚŚe ƌesiůience and 
comƉetitiveness oĨ ƚŚe �anadian economǇ in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition and ƌeinĨoƌce �anada s͛ neƚͲ
ǌeƌo commiƚmenƚs͖

• esƚaďůisŚ a sinŐůe͕ sƚandaƌdiǌed and maƌŬeƚͲinĨoƌmed ƚaǆonomǇ Ĩoƌ �anada ǁiƚŚ common ƉƌinciƉůes deĮninŐ 
Őƌeen and ƚƌansition invesƚmenƚ in a Ĩoƌm ƚŚaƚ is easǇ ƚo Ƶse and Ɖƌomoƚes conĮdence͖ 

• assisƚ invesƚoƌs ǁiƚŚ cůeaƌůǇ discůosinŐ ƚŚeiƌ ƉƌoŐƌess ƚoǁaƌds meetinŐ ƚŚeiƌ neƚͲǌeƌo ƚaƌŐeƚs͖ and

• imƉƌove caƉiƚaů Ňoǁs ƚo Őƌeen and ƚƌansition Ɖƌoũecƚs͘

�onsisƚenƚ ǁiƚŚ ƚŚe ĮndinŐs oĨ �anada͛s �ǆƉeƌƚ Waneů on ^Ƶsƚainaďůe &inance͕ a �anadian ƚaǆonomǇ Śoůds ƚŚe 
Ɖoƚentiaů ƚo enaďůe cůimaƚe cŚanŐe oƉƉoƌƚƵniƚǇ and ƌisŬ manaŐemenƚ ƚo ďecome ďƵsiness as ƵsƵaů in Įnanciaů 
seƌvices and ďe emďedded in eveƌǇdaǇ decisions͕ ƉƌodƵcƚs and seƌvicesͶa ŬeǇ imƉeƌative ƚo ŬeeƉinŐ Őůoďaů 
ƚemƉeƌaƚƵƌe ƌise ƚo ďeůoǁ ϭ͘ϱ Σ� and imƉƌovinŐ �anada s͛ ƌesiůience ƚo ƚŚe imƉacƚs Ĩƌom cůimaƚe cŚanŐe͘
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/ŶƚƌŽĚƵĐƟŽŶ

dŽ�ďƵŝůĚ�Ă�ŶĞƚͲǌĞƌŽ�ĞĐŽŶŽŵǇ�ďǇ�ϮϬϱϬ͕��ĂŶĂĚĂ�ǁŝůů�ŶĞĞĚ�ƚŽ�ŝŶĐƌĞĂƐĞ�ŝƚƐ�ĐůŝŵĂƚĞ�ŝŶǀĞƐƚŵĞŶƚ�
ƚŽ�ĂŶ�ĞƐƟŵĂƚĞĚ�ΨϭϮϱ�ďŝůůŝŽŶ�ƚŽ�ΨϭϰϬ�ďŝůůŝŽŶ�ĂŶŶƵĂůůǇ͕ �ĨƌŽŵ�ŝƚƐ�ĐƵƌƌĞŶƚ�ůĞǀĞůƐ�ŽĨ�ĂďŽƵƚ�
Ψϭϱ�ďŝůůŝŽŶ�ƚŽ�ΨϮϱ�ďŝůůŝŽŶ�ĂŶŶƵĂůůǇ͘ 6�^ĐĂůŝŶŐ�ƵƉ�ĐůŝŵĂƚĞ�ŝŶǀĞƐƚŵĞŶƚ�ƚŽ�ƚŚŝƐ�ŵĂŐŶŝƚƵĚĞ�ǁŝůů�
ƌĞƋƵŝƌĞ�ƐŝŐŶŝĮĐĂŶƚ�ĂĐƟŽŶƐ�ďǇ�ƚŚĞ�ƉƵďůŝĐ�ĂŶĚ�ƉƌŝǀĂƚĞ�ƐĞĐƚŽƌƐͶĂŶĚ�ŚĂǀŝŶŐ�ƚŚĞ�ƌŝŐŚƚ�ŵĂƌŬĞƚ�
ŝŶĨƌĂƐƚƌƵĐƚƵƌĞ�ŝŶ�ƉůĂĐĞ�ƵƉĨƌŽŶƚ͘

DanǇ coƵnƚƌies Śave deveůoƉed͕ oƌ aƌe in ƚŚe Ɖƌocess oĨ deveůoƉinŐ͕ ƚaǆonomiesͶas a ĨoƵndationaů ƚooů͕ 
ǁiƚŚin a ďƌoadeƌ ƉoůicǇ ĨƌameǁoƌŬ͕ ƚo ŚeůƉ moďiůiǌe and acceůeƌaƚe ƚŚe deƉůoǇmenƚ oĨ caƉiƚaů ƚo comďaƚ cůimaƚe 
cŚanŐe͘ 'iven ƚŚe ƵƌŐencǇ and comƉůeǆiƚǇ oĨ ƚŚe ƚƌansition ƚo neƚ ǌeƌo͕ ƚaǆonomies aƌe vieǁed as a ǁaǇ ƚo ŚeůƉ 
ůiďeƌaƚe and eǆƉeditioƵsůǇ aůiŐn caƉiƚaů and ďƵsiness activities in a manneƌ consisƚenƚ ǁiƚŚ nationaů ƚƌansition 
ƉaƚŚǁaǇs and cůimaƚe oďũectives͘       

AůƚŚoƵŐŚ aƉƉƌoacŚes vaƌǇ͕  ƚaǆonomies ŐeneƌaůůǇ seƚ cƌiƚeƌia aďoƵƚ ǁŚicŚ economic activities aƌe cůimaƚeͲaůiŐned͘ 
daǆonomies ƚo daƚe Śave ůaƌŐeůǇ ĨocƵsed on seƫnŐ cƌiƚeƌia Ĩoƌ Őƌeen activities͖ Śoǁeveƌ͕  ƚŚeƌe aƌe ŐƌoǁinŐ 
eīoƌƚs ƚo ďƌoaden ƚŚe scoƉe ƚo ƚƌansitionaů activities͕ Őiven ƚŚe imƉoƌƚance oĨ ƌaƉidůǇ decaƌďoniǌinŐ ŚiŐŚͲ
emiƫnŐ secƚoƌs͘7 /n ƚŚis conƚeǆƚ͕ ƚaǆonomies Śave ďeen mosƚ ĨƌeƋƵenƚůǇ Ƶsed ƚo seƚ sƚandaƌds Ĩoƌ cůassiĨǇinŐ 
cůimaƚeͲƌeůaƚed Įnanciaů insƚƌƵmenƚs ;e͘Ő͕͘ Őƌeen ďondsͿ͕ ƚo ŚeůƉ mitiŐaƚe ŐƌeenǁasŚinŐ ƌisŬs and diƌecƚ caƉiƚaů 
ƚo activities ǁiƚŚ sƵďsƚantive cůimaƚe cƌedentiaůs͘ ,oǁeveƌ͕  Őiven ƚŚaƚ ƚaǆonomies seƌve ƚo assess cůimaƚe and 
ƚƌansition ƉeƌĨoƌmance aŐainsƚ ďencŚmaƌŬ cƌiƚeƌia͕ ƚŚeiƌ Ƶse cases Śave ďeen ŐƌoǁinŐ͕ incůƵdinŐ ƚo inĨoƌm 
ƉƌƵdentiaů ƉoůicǇ͕  cůimaƚe ƌisŬ manaŐemenƚ Ɖƌactices͕ neƚͲǌeƌo ƚƌansition ƉůanninŐ and cůimaƚe discůosƵƌe 
ĨƌameǁoƌŬs͕ amonŐ oƚŚeƌs͘ 

�esƉiƚe ƚŚe ƌise oĨ Őůoďaů ƚaǆonomǇ deveůoƉmenƚ͕ ƋƵestions Śave emeƌŐed aďoƵƚ ǁŚeƚŚeƌ ƚaǆonomies aƌe 
oveƌůǇ ƉƌescƌiƉtive and ďƵƌdensome͕ ǁŚeƚŚeƌ ƚŚeǇ can adeƋƵaƚeůǇ accommodaƚe maƌŬeƚ and ƚecŚnoůoŐicaů 
innovations and Śoǁ ƚo ƌeconciůe ƵƌŐencǇ ǁiƚŚ ǁŚaƚ is oŌen a mƵůtiͲǇeaƌ eīoƌƚ ƚo deveůoƉ cƌediďůe͕ scienceͲ
ďased ƚaǆonomies͘ 

ϲ 'oveƌnmenƚ oĨ �anada͕ �ƵdŐeƚ ϮϬϮϮ͕ ƉaŐe ϲϬ͘ 

ϳ ^inŐaƉoƌe͕ ^oƵƚŚ AĨƌica and ƚŚe Association oĨ ^oƵƚŚeasƚ Asian Eations ;A^�AEͿ aƌe deveůoƉinŐ discƌeƚe ƚƌansition 
caƚeŐoƌies Ĩoƌ ƚŚeiƌ ƚaǆonomies͘ :aƉan is ĨocƵsed on ƚƌansition Įnance and Śas deveůoƉed ƚecŚnicaů ƌoadmaƉs ƚo sƵƉƉoƌƚ 
ƚƌansition Įnance in ŚiŐŚeƌͲemiƫnŐ secƚoƌs͘ dŚe �ƵƌoƉean hnion ;�hͿ Śas ƌecenƚůǇ decided ƚo incůƵde some Ĩoƌms oĨ 
naƚƵƌaů Őas and nƵcůeaƌ Ɖoǁeƌ Őeneƌation in ƚŚe �h ^Ƶsƚainaďůe &inance daǆonomǇ͕  sƵďũecƚ ƚo sƚƌicƚ scƌeeninŐ cƌiƚeƌia͘ dŚe 
�h s͛ �omestic Wůaƞoƌm on ^Ƶsƚainaďůe &inance Śas Ɖƌovided advice ƚo ƚŚe �ƵƌoƉean �ommission on Śoǁ ƚŚe conceƉƚ oĨ 
ƚƌansition coƵůd ďe inƚeŐƌaƚed inƚo ƚŚe �h ^Ƶsƚainaďůe &inance daǆonomǇ͘ 

https://budget.gc.ca/2022/report-rapport/toc-tdm-en.html
https://finance.ec.europa.eu/system/files/2022-03/220329-sustainable-finance-platform-finance-report-environmental-transition-taxonomy_en.pdf
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/n ůiŐŚƚ oĨ ƚŚis conƚeǆƚ͕ and in ŬeeƉinŐ ǁiƚŚ ƚŚe ĮndinŐs oĨ �anada͛s �ǆƉeƌƚ Waneů on ^Ƶsƚainaďůe &inance on 
ƚaǆonomǇ͕ 8 ƚŚe 'oveƌnmenƚ oĨ �anada mandaƚed ƚŚe ^Ƶsƚainaďůe &inance Action �oƵnciů ;^&A�Ϳ in DaǇ ϮϬϮϭ 
ƚo Ɖƌovide ƌecommendations ƚo �anada s͛ �eƉƵƚǇ Wƌime Dinisƚeƌ and Dinisƚeƌ oĨ &inance and ƚŚe Dinisƚeƌ 
oĨ �nviƌonmenƚ and �ůimaƚe �ŚanŐe on deĮninŐ Őƌeen and ƚƌansition invesƚmenƚ ;ƚaǆonomǇͿ͘ dŚis iƚem ǁas 
incůƵded as Ɖaƌƚ oĨ a seƚ oĨ mandaƚe iƚems aimed aƚ deveůoƉinŐ ƚŚe ĨoƵndationaů maƌŬeƚ inĨƌasƚƌƵcƚƵƌe ƚo scaůe 
ƵƉ sƵsƚainaďůe Įnance in �anada͘ dŚe mandaƚe Śas since ďeen ƵƉdaƚed ƚo deveůoƉ and ƌeƉoƌƚ on sƚƌaƚeŐies Ĩoƌ 
aůiŐninŐ Ɖƌivaƚe secƚoƌ caƉiƚaů ǁiƚŚ ƚŚe ƚƌansition ƚo neƚ ǌeƌo͘9

dŚe ^&A� conĮƌmed and Ɖƌioƌitiǌed ƚaǆonomǇ as an eaƌůǇ aƌea oĨ ĨocƵs͕ϭϬ and interpreted the mandate item to 
encomƉass ƚǁo eůemenƚs͗ ƚo Ɖƌovide a ƌecommendation on ǁŚeƚŚeƌ͕  ďased on ƚŚe meƌiƚs͕ a Őƌeen and ƚƌansition 
Įnance ƚaǆonomǇ ǁoƵůd ďe an aƉƉƌoƉƌiaƚe ƚooů Ĩoƌ ƚŚe �anadian conƚeǆƚ͖ and͕ iĨ in ƚŚe aĸƌmative͕ ƚo Ɖƌovide 
ƌecommendations on ƚŚe oƉtimaů ƚaǆonomǇ desiŐn Ĩoƌ �anada͕ incůƵdinŐ ƚŚe ŬeǇ eůemenƚs Ĩoƌ sƵccess͕ ƚŚe 
Őoveƌnance modeů and ƚŚe ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe Ĩoƌ ƚŚe ƚaǆonomǇ͘  

Process

/n sƵmmeƌ ϮϬϮϭ͕ ƚŚe ^&A� esƚaďůisŚed ƚŚe daǆonomǇ decŚnicaů �ǆƉeƌƚs 'ƌoƵƉ ;dd�'Ϳ ƚo Śaƌness ƚŚe ůeadeƌsŚiƉ 
and eǆƉeƌtise ƚo advance ƚŚis mandaƚe iƚem͘ dŚe dd�' comƉƌises a sƵďseƚ oĨ ^&A� ƉaƌticiƉatinŐ oƌŐaniǌations 
and incůƵdes oĸciaů secƚoƌ ƌeƉƌesenƚation and a nƵmďeƌ oĨ eǆƚeƌnaů ŬnoǁůedŐe Ɖaƌƚneƌs͘

dŚe dd�' sƵďseƋƵenƚůǇ enŐaŐed in eǆƚensive discƵssions aďoƵƚ ƚŚe ƚŚeoƌeticaů and aƉƉůied meƌiƚs oĨ a �anadian 
ƚaǆonomǇ as ǁeůů as Śoǁ sƵcŚ a ƚaǆonomǇ coƵůd ďe ďesƚ desiŐned͕ in ůiŐŚƚ oĨ domestic and inƚeƌnationaů ďesƚ 
Ɖƌactices and ǁŚaƚ ǁoƵůd ďe aƉƉƌoƉƌiaƚe Ĩoƌ ƚŚe �anadian conƚeǆƚ͘ dŚese discƵssions ǁeƌe inĨoƌmed ďǇ a ƌanŐe 
oĨ inƉƵƚs and conƚƌiďƵtions͕ incůƵdinŐ͗

• a Őƌeen and ƚƌansition ƚaǆonomǇ ĨƌameǁoƌŬ deveůoƉed ďǇ ƚŚe �anadian �ůimaƚe /nstiƚƵƚe͖ 

• a ƌeƉoƌƚ tiƚůed͕ ͞'ůoďaů &inanciaů daǆonomies͗ �onsideƌations Ĩoƌ ƚŚe �anadian �onƚeǆƚ͕͟  commissioned ďǇ 
ƚŚe �^A 'ƌoƵƉ and ƉƌeƉaƌed ďǇ ƚŚe �ůimaƚe �onds /nitiative͖ 11

• an inͲdeƉƚŚ ƌevieǁ oĨ domestic and inƚeƌnationaů ƌeƉoƌƚs on ƚƌansition Įnance and ƚaǆonomies͕ a 
comƉaƌative sƵƌveǇ oĨ ƚaǆonomǇ and sƚandaƌdͲseƫnŐ Őoveƌnance modeůs and an oveƌvieǁ oĨ domestic 
and inƚeƌnationaů sƵsƚainaďůe Įnance ƚƌends and deveůoƉmenƚs ;see Anneǆ ϯͿ ƉƌeƉaƌed ďǇ ƚŚe /nstiƚƵƚe Ĩoƌ 
^Ƶsƚainaďůe &inance͖  

ϴ Recommendation ϵ͘ϭ oĨ ƚŚe &inaů ReƉoƌƚ oĨ ƚŚe �ǆƉeƌƚ Waneů on ^Ƶsƚainaďůe &inance sƚaƚes ƚŚe ĨoůůoǁinŐ͗ ͞�onvene 
ŬeǇ sƚaŬeŚoůdeƌs ƚo deveůoƉ �anadian Őƌeen and ƚƌansitionͲoƌienƚed Įǆed income ƚaǆonomies͘͟  dŚe &inaů ReƉoƌƚ aůso noƚes 
ƚŚaƚ �anada sŚoƵůd ďeŐin ďǇ adoƉtinŐ an inƚeƌnationaů Őƌeen ƚaǆonomǇ ƚŚaƚ aůiŐns ǁiƚŚ iƚs Őůoďaů invesƚmenƚ and ƚƌade 
Ɖƌioƌities͘ /ƚ sŚoƵůd ƚŚen ǁoƌŬ eiƚŚeƌ indeƉendenƚůǇ͕  oƌ ǁiƚŚ oƚŚeƌ coƵnƚƌies ǁiƚŚ simiůaƌ ƌesoƵƌce endoǁmenƚs͕ ƚo deveůoƉ 
sƵƉƉůemenƚaů coveƌaŐe Ĩoƌ indƵsƚƌǇ ƚƌansition activities ƚŚaƚ aƌe essentiaů ƚo �anada ďƵƚ noƚ caƉƚƵƌed Ƶndeƌ cƵƌƌenƚ cƌiƚeƌia͘ 
�anada s͛ ƚaǆonomies sŚoƵůd ďe ŐƌanƵůaƌ enoƵŐŚ ƚo avoid amďiŐƵiƚǇ͕  ǁŚiůe Ňeǆiďůe enoƵŐŚ ƚo evoůve ǁiƚŚ ƉoůicǇ͕  demand 
and innovation͘

ϵ dŚe ^&A� s͛ deƌms oĨ ReĨeƌence ;mandaƚeͿ ǁeƌe ƵƉdaƚed in DaǇ ϮϬϮϮ͘

ϭϬ dŚe ^&A� �Śaiƌ conĮƌmed ƚaǆonomǇ as a ƉƌioƌiƚǇ Ĩoƌ ƚŚe ^&A� and an eaƌůǇ aƌea oĨ ĨocƵs ƚŚƌoƵŐŚ discƵssions ǁiƚŚ 
ƉaƌticiƉatinŐ oƌŐaniǌations and ƚŚe ƌesƵůƚs oĨ a ƉƌeͲǁoƌŬ ƋƵestionnaiƌe͘

11 This report Ɖƌesenƚs ƌeseaƌcŚ on Ϯϭ inƚeƌnationaů ƚaǆonomies and ŚiŐŚůiŐŚƚs ƚŚe aƉƉƌoacŚes and cŚaƌacƚeƌistics 
ƚŚaƚ maǇ ďe ƵseĨƵů in deveůoƉinŐ a �anadian ƚaǆonomǇ͘

https://www.canada.ca/en/environment-climate-change/services/climate-change/expert-panel-sustainable-finance.html
https://www.canada.ca/en/environment-climate-change/news/2022/05/government-of-canada-convenes-a-high-level-roundtable-on-sustainable-finance-with-his-royal-highness-the-prince-of-wales.html
https://www.csagroup.org/wp-content/uploads/CSA-Group-Research-Global-Financial-Taxonomies-Considerations-for-the-Canadian-Context.pdf
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• edƵcation sessions and discƵssions ǁiƚŚ domestic and inƚeƌnationaů eǆƉeƌƚs on a ƌanŐe oĨ ƚoƉics ƌeůaƚed ƚo 
ƚaǆonomǇ͖ and

• ůessons ůeaƌned Ĩƌom ƚŚe Ɖƌivaƚe secƚoƌ initiative ƚo deveůoƉ a ƚƌansition Įnance ƚaǆonomǇ Ƶndeƌ ƚŚe 
ŐƵidance oĨ ƚŚe �^A 'ƌoƵƉ͘12

dŚis daǆonomǇ RoadmaƉ ReƉoƌƚ ;͞ReƉoƌƚ͟Ϳ ƌeŇecƚs ƚŚe oƵƚcome oĨ ƚŚis ǁoƌŬ Ɖƌocess͘ dŚe dd�' Įnaůiǌed ƚŚe 
ReƉoƌƚ ĨoůůoǁinŐ a seƌies oĨ ĨeedďacŬ sessions condƵcƚed ǁiƚŚ ƚaǆonomǇ sƚaŬeŚoůdeƌs in sƵmmeƌ ϮϬϮϮ͘ dŚe ^&A� 
WůenaƌǇ consideƌed and endoƌsed ƚŚe ReƉoƌƚ in ^eƉƚemďeƌ ϮϬϮϮ͘

About This Report
dŚe ReƉoƌƚ consisƚs oĨ ƚŚƌee Ɖaƌƚs͕ eacŚ ǁiƚŚ anaůǇsis and discƵssion sƵƉƉoƌtinŐ ƌecommendations Ĩoƌ 
consideƌation and action͘ Waƌƚ Kne inƚƌodƵces ƚŚe conceƉƚ oĨ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ and 
evaůƵaƚes iƚs oƉƉoƌƚƵnities and ƌisŬs Ĩoƌ �anada͘ Waƌƚ dǁo discƵsses Śoǁ sƵcŚ a ƚaǆonomǇ sŚoƵůd ďe desiŐned Ĩoƌ 
ƚŚe �anadian conƚeǆƚ͕ ǁiƚŚ sections on ŬeǇ eůemenƚs Ĩoƌ sƵccess͕ Őoveƌnance and ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe͘ Waƌƚ 
dŚƌee descƌiďes Śoǁ ƚo imƉůemenƚ ƚŚe ƚaǆonomǇ͘ A ŐůossaƌǇ oĨ ŬeǇ ƚeƌminoůoŐǇ is Ɖƌovided aƚ ƚŚe end oĨ ƚŚe 
ReƉoƌƚ͘ dŚe ReƉoƌƚ is accomƉanied ďǇ a research compendium ƚŚaƚ conƚains ƚŚe ƌeseaƌcŚ and sƵƉƉůemenƚaƌǇ 
docƵmenƚation ƚŚaƚ ǁeƌe ƉƌeƉaƌed in sƵƉƉoƌƚ oĨ ƚŚe dd�' s͛ ǁoƌŬ͘  

Acknowledgement

dŚe ^&A� �Śaiƌ͕  <aƚŚǇ �aƌdsǁicŬ͕ ƚŚe dd�' �Śaiƌ͕  �aƌďaƌa �van͕ and ƚŚe ^&A� ďƌoadůǇ ǁoƵůd ůiŬe ƚo ƚŚanŬ ƚŚe 
dd�' memďeƌs Ĩoƌ ƚŚeiƌ deeƉ commiƚmenƚ ƚo ƚŚis eǆeƌcise and ƚŚe siŐniĮcanƚ time and eīoƌƚ ƚŚaƚ ƚŚeǇ devoƚed 
ƚo deveůoƉinŐ ƚŚis comƉƌeŚensive ReƉoƌƚ͘ te ǁoƵůd ůiŬe ƚo ƚŚanŬ oƵƌ eǆƚeƌnaů ŬnoǁůedŐe Ɖaƌƚneƌs Ĩoƌ sŚaƌinŐ 
ƚŚeiƌ eǆƉeƌtise and insiŐŚƚs ƚŚƌoƵŐŚoƵƚ ƚŚis ǁoƌŬ Ɖƌocess͕ and ƚŚe imƉoƌƚanƚ conƚƌiďƵtions ƚŚaƚ ƚŚeǇ made ƚo 
sƵƉƉoƌƚ ƚŚe deveůoƉmenƚ oĨ ƚŚis ReƉoƌƚ͘ dŚese aƌe ƚŚe /nstiƚƵƚe Ĩoƌ ^Ƶsƚainaďůe &inance͕ ƚŚe �anadian �ůimaƚe 
/nstiƚƵƚe͕ ƚŚe �^A 'ƌoƵƉ and ƚŚe 'ůoďaů RisŬ /nstiƚƵƚe͘ dŚe �anadian �ůimaƚe /nstiƚƵƚe ůed ƚŚe anaůǇsis inĨoƌminŐ 
ƚŚe ƚaǆonomǇ ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe deveůoƉed in ƚŚis ReƉoƌƚ͘ te aƌe ŐƌaƚeĨƵů ƚo Śave ďeneĮƚed Ĩƌom ƚŚe 
seƉaƌaƚe Ɖƌivaƚe secƚoƌ initiative on ƚƌansition Įnance ƚaǆonomǇ͕  ǁŚicŚ ǁas condƵcƚed Ƶndeƌ ƚŚe ŐƵidance 
oĨ ƚŚe �^A 'ƌoƵƉ͘ AůƚŚoƵŐŚ concůƵded ǁiƚŚoƵƚ ƚŚe ƉƵďůication oĨ a consensƵs docƵmenƚ͕ ƚŚis Ɖƌivaƚe secƚoƌ 
initiative ǁas an imƉoƌƚanƚ ĨoƵndationaů ƵndeƌƚaŬinŐ͕ ǁŚicŚ ŚeůƉed ƚo inĨoƌm and acceůeƌaƚe ƚŚis ǁoƌŬ Ɖƌocess͘ 
&inaůůǇ͕  ǁe ǁoƵůd ůiŬe ƚo ƚŚanŬ ƚŚe domestic and inƚeƌnationaů eǆƉeƌƚs ǁŚo ǁeƌe Ŭind enoƵŐŚ ƚo Ɖƌovide ƚŚeiƌ 
ƉeƌsƉectives on ƚaǆonomǇ͕  as ǁeůů as ƚŚe cůimaƚe͕ ƌeseaƌcŚ͕ /ndiŐenoƵs͕ indƵsƚƌǇ and ƌeŐƵůaƚoƌǇ sƚaŬeŚoůdeƌs and 
ƌiŐŚƚsŚoůdeƌs ǁŚo ƉaƌticiƉaƚed in ĨeedďacŬ sessions on ƚŚis ReƉoƌƚ͘      

12 dŚis incůƵded ĨeedďacŬ sessions on ƚŚe aƉƉƌoacŚ ƚaŬen ǁiƚŚ ƚaƌŐeƚed sƚaŬeŚoůdeƌs ;ǁiƚŚ enviƌonmenƚaů and 
emission mitiŐation eǆƉeƌtiseͿ noƚ invoůved in ƚŚe initiative͘
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WĂƌƚ�KŶĞ͗�KƉƉŽƌƚƵŶŝƟĞƐ�ĂŶĚ�ZŝƐŬƐ�ŽĨ�dĂǆŽŶŽŵǇ

dŚŝƐ�ƐĞĐƟŽŶ�ŝŶƚƌŽĚƵĐĞƐ�ƚŚĞ�ĐŽŶĐĞƉƚ�ŽĨ�Ă�ŐƌĞĞŶ�ĂŶĚ�ƚƌĂŶƐŝƟŽŶ�ĮŶĂŶĐĞ�ƚĂǆŽŶŽŵǇ͘ �/ƚ�ƚŚĞŶ�
ƐĞƚƐ�ŽƵƚ�ƚŚĞ�dd�' Ɛ͛�ĂƐƐĞƐƐŵĞŶƚ�ŽĨ�ƚŚĞ�ƉŽƚĞŶƟĂů�ŽƉƉŽƌƚƵŶŝƟĞƐ�ĂŶĚ�ƌŝƐŬƐ�ĂƐƐŽĐŝĂƚĞĚ�ǁŝƚŚ�
ĚĞǀĞůŽƉŝŶŐ�ĂŶĚ�ŝŵƉůĞŵĞŶƟŶŐ�ƐƵĐŚ�Ă�ƚĂǆŽŶŽŵǇ�ŝŶ��ĂŶĂĚĂ͘�/ƚ�ĐŽŶĐůƵĚĞƐ�ǁŝƚŚ�Ă�ĚŝƐĐƵƐƐŝŽŶ�
ŽĨ�ƚŚĞ�ĮŶĚŝŶŐƐ�ĂŶĚ�Ă�ƌĞĐŽŵŵĞŶĚĂƟŽŶ͘�

A Wƌimeƌ on 'ƌeen and dƌansition &inance daǆonomǇ 

A Őƌeen and ƚƌansition Įnance ƚaǆonomǇ is a ƚooů ƚŚaƚ is meanƚ ƚo ŚeůƉ moďiůiǌe ƚŚe aůůocation oĨ caƉiƚaů ƚo 
economic activities ƚŚaƚ aƌe consisƚenƚ ǁiƚŚ nationaů ƚƌansition ƉaƚŚǁaǇs and cůimaƚe mitiŐation oďũectives͘ /ƚ can 
ďe advanced ďǇ Őoveƌnmenƚ͕ ƚŚe Ɖƌivaƚe secƚoƌ͕  oƌ ďoƚŚ͕ actinŐ ũoinƚůǇ͘ 

dŚis Ĩoƌm oĨ ƚaǆonomǇ esƚaďůisŚes cƌiƚeƌia͕ ĨƌeƋƵenƚůǇ oƌŐaniǌed ďǇ maũoƌ economic secƚoƌ͕  aďoƵƚ ǁŚicŚ 
economic activities ;asseƚs͕ Ɖƌoũecƚs oƌ ƌevenƵe seŐmenƚsͿ aƌe͗

 ! Green: ůoǁͲ oƌ ǌeƌoͲemiƫnŐ activities ;e͘Ő͕͘ Őƌeen ŚǇdƌoŐen͕ soůaƌ and ǁind eneƌŐǇ ŐeneƌationͿ oƌ ƚŚose ƚŚaƚ 
enaďůe ƚŚem ;e͘Ő͕͘ eůecƚƌiciƚǇ ƚƌansmission ůines͕ ŚǇdƌoŐen ƉiƉeůinesͿ͖ and

 ! Transition: decaƌďoniǌinŐ emissionͲinƚensive activities ƚŚaƚ aƌe cƌiticaů Ĩoƌ secƚoƌaů ƚƌansĨoƌmation and 
consisƚenƚ ǁiƚŚ a neƚͲǌeƌo͕ ϭ͘ϱ Σ� ƚƌansition ƉaƚŚǁaǇ ;e͘Ő͕͘ insƚaůůinŐ ůoǁeƌͲemiƫnŐ ;eůecƚƌicͿ ĨƵƌnaces ƚo 
produce steel).

daǆonomies aůso͕ ďǇ omission oƌ eǆcůƵsion͕ Ɖƌovide inĨoƌmation aďoƵƚ ǁŚicŚ activities Ɖƌesenƚ ŚiŐŚ ƌisŬs ƚo ƚŚe 
cůimaƚe ƚƌansition ďǇ viƌƚƵe oĨ ĨosƚeƌinŐ ƚŚe Ɖoƚentiaů Ĩoƌ sƚƌanded asseƚs͕ ƉeƌƉeƚƵatinŐ caƌďon ůocŬͲin andͬoƌ 
ďeinŐ ƵnaůiŐned ǁiƚŚ ƚƌansition ƉaƚŚǁaǇs ƚo neƚ ǌeƌo͘ 

�missions caƚeŐoƌies in connection ǁiƚŚ Őƌeen͕ ƚƌansition oƌ ineůiŐiďůe activities Ƶndeƌ ƚŚe ƚaǆonomǇ can 
encomƉass diƌecƚ scoƉe ϭ emissions ;occƵƌ Ĩƌom oǁned oƌ conƚƌoůůed soƵƌces ;e͘Ő͕͘ emissions Őeneƌaƚed onsiƚe 
aƚ a ĨacƚoƌǇͿͿ͕ indiƌecƚ scoƉe Ϯ emissions ;occƵƌ Ĩƌom ƚŚe Ƶse oĨ ƉƵƌcŚased eneƌŐǇ ;e͘Ő͕͘ emissions associaƚed 
ǁiƚŚ ƉƵƌcŚased eůecƚƌiciƚǇ͕  Ƶsed aƚ a ĨacƚoƌǇͿͿ and vaůƵe cŚain scoƉe ϯ emissions ;occƵƌ in ƚŚe vaůƵe cŚain͕ 
incůƵdinŐ ďoƚŚ ƵƉsƚƌeam and doǁnsƚƌeam emissions ;e͘Ő͕͘ emissions associaƚed ǁiƚŚ aůů ƚŚe ƵƉsƚƌeam inƉƵƚs 
Ƶsed aƚ a ĨacƚoƌǇ͕  aůonŐ ǁiƚŚ ƚŚeiƌ consƵmƉtion oƌ disƉosaů doǁnsƚƌeamͿͿ͘
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dŚe cƌiƚeƌia can ďe seƚ ďǇ ƌeůǇinŐ on ŚiŐŚͲůeveů ƉƌinciƉůes͕ ůisƚs oĨ aƉƉƌoved activities͕ ƚecŚnicaů scƌeeninŐ cƌiƚeƌia 
oƌ a comďination͘ dŚe cƌiƚeƌia can eiƚŚeƌ ďe sƚatic oƌ dǇnamic͘ �Ǉnamic cƌiƚeƌia aƌe sƵďũecƚ ƚo a ƌeŐƵůaƌ ƌevieǁ 
Ɖƌocess͕ ǁŚeƌe ƚŚe cƌiƚeƌia aƌe made moƌe sƚƌinŐenƚ oveƌ time ƚo ƌeŇecƚ ƚecŚnoůoŐicaů advancemenƚ and ƚŚe 
need Ĩoƌ incƌeasinŐ amďition as cůimaƚe ƚaƌŐeƚs dƌaǁ cůoseƌ͘  �iaŐƌam ϭ Ɖƌovides an oveƌvieǁ oĨ a Őƌeen and 
ƚƌansition Įnance ƚaǆonomǇ ǁiƚŚ dǇnamic cƌiƚeƌia͘      

daŬen ƚoŐeƚŚeƌ͕  ƚŚe cƌiƚeƌia aƌe meanƚ ƚo sƵƉƉoƌƚ a ƚŚeoƌǇ oĨ economǇͲǁide cŚanŐe aimed aƚ ƌaƉidůǇ eǆƉandinŐ 
Őƌeen activities͕ decaƌďoniǌinŐ ŚiŐŚeƌͲemiƫnŐ secƚoƌs ǁŚeƌe Ɖossiďůe and movinŐ aǁaǇ Ĩƌom economic activities 
ƚŚaƚ aƌe inconsisƚenƚ ǁiƚŚ Őůoďaů cůimaƚe oďũectives and caƌƌǇ siŐniĮcanƚ ƚƌansition ƌisŬ͘   

dŚe ƚaǆonomǇ can ďe Ƶsed ďǇ invesƚoƌs͕ comƉanies and Įnanciaů inƚeƌmediaƌies ƚo assess ƚŚe Őƌeen and 
ƚƌansition cƌedentiaůs oĨ invesƚmenƚ and ďƵsiness decisions͕ as ǁeůů as ƚo cůassiĨǇ Őƌeen and ƚƌansition economic 
activities ƚo sƵƉƉoƌƚ ƚŚe issƵance oĨ coƌƌesƉondinŐ Įnanciaů insƚƌƵmenƚs ;a ƉaƌticƵůaƌ ĨocƵs oĨ ƚŚis ReƉoƌƚ and 
ƚŚe ƚaǆonomǇ aƌcŚiƚecƚƵƌe Ɖƌesenƚed in Waƌƚ dǁoͿ͘ 

/ƚ can aůso ďe Ƶsed ďǇ Őoveƌnmenƚ ƉoůicǇmaŬeƌs and ƌeŐƵůaƚoƌs in mƵůtiƉůe aƌeas͕ incůƵdinŐ inĨoƌminŐ cůimaƚeͲ
ƌeůaƚed ƉƌƵdentiaů ĨƌameǁoƌŬs ;ƌisŬ oveƌsiŐŚƚ and caƉiƚaů ƌeƋƵiƌemenƚsͿ͕ neƚͲǌeƌo ƚƌansition ƉůanninŐ͕ soveƌeiŐn 
Őƌeen and ƚƌansition ďond issƵance ĨƌameǁoƌŬs and cůimaƚe discůosƵƌe ƌeƋƵiƌemenƚs͕ amonŐ oƚŚeƌ Ƶse cases͘

Diagram 1: Illustrative Example of a Green and Transition Finance Taxonomy Framework with Dynamic Criteria

^oƵƌce͗ �anadian �ůimaƚe /nstiƚƵƚe

Activities eligible in the 
taxonomy

Activities ineligible under 
the taxonomy

High Risk Low Risk
;sƚƌanded asseƚs͕ caƌďon 
ůocŬͲin͕ incomƉatiďůe ǁiƚŚ 
ϭ͘ϱ Σ� ƉaƚŚǁaǇͿ

;ůoǁͲ oƌ ǌeƌoͲemissions 
oƌ enaďůeƌs oĨ ƚŚese 

activitiesͿ

Transition Activities Green Activities

dŚƌĞƐŚŽůĚ�ŵŽǀĞƐ�ƌŝŐŚƚ�ŽǀĞƌ�ƟŵĞ�ĂƐ�ĐƌŝƚĞƌŝĂ�
ĂƌĞ�ƌĞǀŝĞǁĞĚ�ĂŶĚ�ŵĂĚĞ�ŵŽƌĞ�ƐƚƌŝŶŐĞŶƚ
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dŚe KƉƉoƌƚƵnities oĨ daǆonomǇ

Mobilizing green and transition capital 

A Canadian taxonomy would help to mobilize and accelerate the deployment of capital in a manner that 
reflects Canada’s transition pathways.

dŚe cŚaůůenŐe in �anada is noƚ a sŚoƌƚaŐe oĨ ƚƌansition caƉiƚaů Ɖeƌ se͕ ďƵƚ ƚŚe ƌisŬ ƚŚaƚ caƉiƚaů is ĨƵndinŐ coƌƉoƌaƚe 
ƚƌansitions ƚŚaƚ aƌe noƚ ǁeůů aůiŐned ǁiƚŚ �anada͛s ƚƌansition ƉaƚŚǁaǇs͘ /n ƚŚe aďsence oĨ a ƚaǆonomǇ ƚo Ɖƌomoƚe 
and Ĩaciůiƚaƚe aůiŐnmenƚ͕ iƚ is Ƶncůeaƌ ǁŚeƚŚeƌ caƉiƚaů is ďeinŐ aůůocaƚed in ĨƵƌƚŚeƌance oĨ acŚievinŐ �anada s͛ 
ƚƌansition ƉaƚŚǁaǇs oƌ in an incƌemenƚaů͕ sƵďoƉtimaů manneƌ͘  dŚis ƵnceƌƚainƚǇ ƌeƉƌesenƚs a maƚeƌiaů ƌisŬ ƚo ƚŚe 
inƚeŐƌiƚǇ oĨ �anada s͛ ƚƌansition ƚo neƚ ǌeƌo͘ A �anadian ƚaǆonomǇ ǁoƵůd ƌedƵce ƚŚis ƌisŬ ďǇ seƫnŐ ƌoďƵsƚ cƌiƚeƌia 
in ŬeeƉinŐ ǁiƚŚ ƚƌansition ƉaƚŚǁaǇs and Őoveƌnmenƚ ƉoůicǇ ;see daďůe ϭ Ĩoƌ iůůƵsƚƌative aůiŐnmenƚ eǆamƉůesͿ͘

Table 1: Opportunities to Align Taxonomy with Federal and Provincial Initiatives 
;/ŶŝƟĂƟǀĞƐ�ĂƌĞ�ŝŶĚŝĐĂƟǀĞ�ĂŶĚ�ŶŽƚ�ĞǆŚĂƵƐƟǀĞͿ�

Federal initiatives Description

�ůean &Ƶeů ReŐƵůations dŚe ƚaǆonomǇ coƵůd seƚ cƌiƚeƌia Ĩoƌ ƚŚe deveůoƉmenƚ and Ƶse oĨ 
cůean ĨƵeůs in accoƌdance ǁiƚŚ ƚŚe �ůean &Ƶeů ReŐƵůations͘

�aƌďon �aƉƚƵƌe͕ htiůiǌation and ^ƚoƌaŐe 
;��h^Ϳ daǆ �ƌediƚ

dŚe deĮnition oĨ eůiŐiďůe ��h^ Ɖƌoũecƚs in ƚŚe ƚaǆonomǇ coƵůd ďe 
aůiŐned ǁiƚŚ ƚŚe eůiŐiďiůiƚǇ cƌiƚeƌia seƚ oƵƚ in ƚŚe ��h^ ƚaǆ cƌediƚ͘

WƌoƉosed �ůean �ůecƚƌiciƚǇ ^ƚandaƌd ;in 
sƵƉƉoƌƚ oĨ a neƚͲǌeƌo eůecƚƌiciƚǇ secƚoƌͿ

dŚe cƌiƚeƌia Ɖƌescƌiďed in ƚŚe ƚaǆonomǇ Ĩoƌ emiƫnŐ eůecƚƌiciƚǇ 
Őeneƌaƚoƌs coƵůd ďe seƚ in accoƌdance ǁiƚŚ ƚŚe ƉƌoƉosed �ůean 
�ůecƚƌiciƚǇ ^ƚandaƌd ƚŚaƚ is ƉƌesenƚůǇ Ƶndeƌ deveůoƉmenƚ͘

^maůů DodƵůaƌ Reacƚoƌs Action Wůan dŚe ƚaǆonomǇ coƵůd deĮne ƚŚe deveůoƉmenƚ and deƉůoǇmenƚ oĨ 
smaůů modƵůaƌ ƌeacƚoƌs as an eůiŐiďůe Őƌeen activiƚǇ͘

Provincial initiatives Description

Aůďeƌƚa ,ǇdƌoŐen RoadmaƉ dŚe ƚaǆonomǇ coƵůd seƚ emissions inƚensiƚǇ ƚŚƌesŚoůds and cƌiƚeƌia 
Ĩoƌ cůean ŚǇdƌoŐen in accoƌdance ǁiƚŚ ƚŚe consideƌations and vision 
seƚ oƵƚ in ƚŚe RoadmaƉ ;e͘Ő͕͘ ůoǁͲcaƌďon inƚensiƚǇ ƉƌodƵction 
ƉaƚŚǁaǇs ƚŚaƚ aƌe cosƚ eīective and caƉaďůe oĨ ůaƌŐeͲscaůe 
ƉƌodƵction voůƵmesͿ͘

�ůean�� /ndƵsƚƌiaů /ncentive WƌoŐƌam dŚe secƚoƌͲsƉeciĮc emissions ƉeƌĨoƌmance ďencŚmaƌŬs seƚ oƵƚ in 
ƚŚe �ůean�� /ndƵsƚƌiaů /ncentive WƌoŐƌam coƵůd ďe Ƶsed ƚo inĨoƌm 
ƚŚe emissions ďencŚmaƌŬs and ƚŚƌesŚoůds in ƚŚe ƚaǆonomǇ͘ 

EƵcůeaƌ 'ƌeen �ond &ƌameǁoƌŬs dŚe ƚaǆonomǇ s͛ cƌiƚeƌia ƌeůaƚed ƚo Ɖoǁeƌ Őeneƌation coƵůd ďe 
inĨoƌmed ďǇ ƚŚe Knƚaƌio Woǁeƌ 'eneƌation and �ƌƵce Woǁeƌ Őƌeen 
ďond ĨƌameǁoƌŬs͕ second ƉaƌƚǇ oƉinions and associaƚed issƵances͘



KƉƉoƌƚƵnities and RisŬs oĨ daǆonomǇPART ONE

Taxonomy Roadmap Report: Advice and Recommendations 16

Growing Canada’s transition finance market for the long term 

A Canadian taxonomy would foster investor confidence and support the growth of Canada’s transition finance 
market. This is critical to ensuring Canadian companies have access to a reliable source of capital over time to 
support credible net-zero transition plans. 

�anada s͛ ƚƌansition Įnance maƌŬeƚ is smaůů and Ĩaces ŐƌeenǁasŚinŐ ƌisŬs͘ dŚe ƚƌansition ďond seŐmenƚ oĨ 
ƚŚe ƚƌansition Įnance maƌŬeƚ does noƚ eǆisƚ͕ ŚavinŐ Śad onůǇ one ƚƌansition ďond come ƚo maƌŬeƚ ƚo daƚe͘13 
DeanǁŚiůe͕ ƚŚe sƵsƚainaďiůiƚǇͲůinŬed ďond seŐmenƚ Śas Őƌoǁn ƌaƉidůǇ in ƌecenƚ Ǉeaƌs ďƵƚ is noǁ ĨacinŐ cƌiticisms 
oĨ ŐƌeenǁasŚinŐ͘14 dŚe sƚƌƵcƚƵƌe Őives issƵeƌs conƚƌoů oveƌ Śoǁ ƚŚe Ɖƌoceeds aƌe Ƶsed as ůonŐ as ƚŚe ĨoƌǁaƌdͲ
oƌienƚed sƵsƚainaďiůiƚǇ ƚaƌŐeƚs aƌe meƚ͘ /Ĩ ƚŚese ƚaƌŐeƚs aƌe noƚ meƚ͕ issƵeƌs ǁiůů Ĩace a Įnanciaů ƉenaůƚǇ͕  ǁŚicŚ 
is ƚǇƉicaůůǇ a Ϯϱ ƚo ϱϬ ďasis Ɖoinƚ incƌease on ƚŚe ďond s͛ coƵƉon ƉaǇmenƚ͘15 YƵestions Śave ďeen ƌaised͕ in 
connection ǁiƚŚ some �anadian and Őůoďaů issƵances͕ aďoƵƚ ƚŚe amďition oĨ ƚŚe ƚaƌŐeƚs and ƚŚe adeƋƵacǇ oĨ ƚŚe 
ƉenaůƚǇ Ĩoƌ noncomƉůiance͘ 

do Őoveƌn ƚŚe issƵance oĨ Őƌeen and ƚƌansition ďonds and ůoans͕ and ƚo inĨoƌm measƵƌes and meƚƌics Ĩoƌ 
sƵsƚainaďiůiƚǇͲůinŬed ƉƌodƵcƚs͕ a �anadian ƚaǆonomǇ ǁoƵůd acceůeƌaƚe ƚŚe ŐƌoǁƚŚ oĨ ƚŚis maƌŬeƚ in �anada͘ 
'ƌoǁinŐ ƚŚe ƚƌansition Įnance maƌŬeƚ is cƌiticaů ƚo ensƵƌinŐ ƚŚaƚ �anadian comƉanies͕ esƉeciaůůǇ ƚŚose in ŚaƌdͲ
ƚoͲaďaƚe secƚoƌs͕ Śave access ƚo a ƌeůiaďůe soƵƌce oĨ caƉiƚaů ƚo ĨƵnd cƌediďůe ƚƌansition Ɖůans oveƌ ƚŚe ůonŐ ƚeƌm͘ 
AůƚŚoƵŐŚ comƉanies maǇ ďe ƉƌesenƚůǇ aďůe ƚo ƌaise caƉiƚaů Ĩƌom ƚƌaditionaů soƵƌces ƚo ĨƵnd ƚƌansition Ɖůans 
ƚŚaƚ maǇ noƚ aůiŐn ǁiƚŚ �anada͛s ƚƌansition ƉaƚŚǁaǇs͕ ƚŚis maǇ noƚ aůǁaǇs ďe ƚŚe case͕ as sƚaŬeŚoůdeƌs incƌease 
ƉƌessƵƌe Ĩoƌ Őƌeaƚeƌ aůiŐnmenƚ and accoƵnƚaďiůiƚǇ͕  assisƚed ďǇ discůosƵƌe and accoƵnƚaďiůiƚǇ ĨƌameǁoƌŬs ƚŚaƚ ǁiůů 
ďecome moƌe ǁidesƉƌead and soƉŚisticaƚed͘ As ƉƌessƵƌe incƌeases͕ and maƌŬeƚ eǆƉecƚations evoůve͕ ƚŚeƌe is 
vaůƵe in ŚavinŐ an esƚaďůisŚed ƚƌansition Įnance maƌŬeƚ͕ ancŚoƌed in a scienceͲďased ƚaǆonomǇ ƚŚaƚ can ďe Ƶsed 
ƚo sƵƉƉoƌƚ cƌediďůe ƚƌansition Ɖůans͘ 

Enhancing private and public sector climate frameworks
 
A Canadian taxonomy would provide a strong foundation upon which to inform and enhance climate 
frameworks across the private and public sectors; it is a versatile tool with a multitude of use cases  
(see Table 2). 

tiƚŚin ƚŚe Ɖƌivaƚe secƚoƌ͕  a ƚaǆonomǇ can ďe Ƶsed ƚo seƚ sƚandaƌds Ĩoƌ cůassiĨǇinŐ cůimaƚeͲƌeůaƚed Įnanciaů 
insƚƌƵmenƚs ;ďonds and ůoansͿ͘ /ƚ can ďe Ƶsed ƚo ŚiŐŚůiŐŚƚ invesƚmenƚs ŐaƉs and ƚƌansition ƌisŬs and 
oƉƉoƌƚƵnities͕ assess ƚŚe ƚƌansition ƉeƌĨoƌmance oĨ Ɖoƌƞoůio comƉanies͕ sƵƉƉoƌƚ scenaƌio anaůǇses͕ enŚance 
Įnanced emissions ƌeƉoƌtinŐ and imƉƌove cůimaƚe daƚa͘ 

13 /n ϮϬϮϭ͕ ^easƉan͕ a �ƌitisŚ �oůƵmďiaʹďased maƌine ƚƌansƉoƌƚation comƉanǇ͕  ƌaised ΨϳϱϬ miůůion Ĩƌom a ďůƵe 
ƚƌansition ďond ƚo ĨƵnd ůoǁͲcaƌďon conƚaineƌͲsŚiƉ consƚƌƵction and deveůoƉ ůoǁͲcaƌďon ĨƵeůs Ĩoƌ maƌine vesseůs͘

14 Anneǆ ϯ Ɖƌovides additionaů inĨoƌmation on sƵsƚainaďiůiƚǇͲůinŬed ďond issƵances in �anada and ŐůoďaůůǇ͕ as Ɖaƌƚ oĨ a 
ďƌoadeƌ oveƌvieǁ oĨ ŬeǇ deveůoƉmenƚs in ƚŚe sƵsƚainaďůe Įnance maƌŬeƚ oveƌ ƚŚe ůasƚ nƵmďeƌ oĨ Ǉeaƌs͘

15 ^ee ƚŚe ^ΘW 'ůoďaů RatinŐs ƌeseaƌcŚ noƚe ,oǁ ^ƵsƚainaďiůiƚǇͲ>inŬed �eďƚ ,as �ecome a Eeǁ Asseƚ �ůass͕ ƉƵďůisŚed 
on AƉƌiů Ϯϴ͕ ϮϬϮϭ͘

https://www.maalot.co.il/Publications/GRB20210503120121.PDF
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Table 2: A Multitude of Use Cases to Support Canada’s Climate Objectives

dŚe ƚaǆonomǇ can aůso ďe Ƶsed as a ŬeǇ inƉƵƚ in deveůoƉinŐ cƌediďůe ƚƌansition Ɖůans in ůine ǁiƚŚ emeƌŐinŐ 
ďesƚ Ɖƌactices͘ �oǆ ϭ ŚiŐŚůiŐŚƚs Śoǁ ƚaǆonomies can ďe Ƶsed ďǇ Įnanciaů instiƚƵtions ƚo deveůoƉ ƚƌansition 
Ɖůans in ŬeeƉinŐ ǁiƚŚ ƚŚe ďesƚ Ɖƌactice ĨƌameǁoƌŬ ďeinŐ advanced ďǇ ƚŚe 'ůasŐoǁ &inanciaů Aůůiance Ĩoƌ 
Eeƚ �eƌo ;'&AE�Ϳ͘ As a Ɖƌacticaů eǆamƉůe͕ W^W /nvesƚmenƚs͛ inͲŚoƵse ƚaǆonomǇ devoƚes a ĨƵůů dimension ƚo 
ƚƌansition ƉůanninŐ͘ /ƚ incůƵdes a ƚŚƌeeͲƉŚase caƚeŐoƌiǌation sǇsƚem in ƌeůation ƚo Ɖoƌƞoůio comƉanies͕ nameůǇ 
Ηno ƚƌansitionΗ͕ ΗeaƌůǇ ƚƌansitionΗ and ΗmaƚƵƌe ƚƌansitionΗ ;oƌ aůiŐned ǁiƚŚ ƚŚe ^cience �ased daƌŐeƚs initiative 
;^�diͿ͘16

tiƚŚin Őoveƌnmenƚ͕ a ƚaǆonomǇ can inĨoƌm ƚŚe issƵance oĨ soveƌeiŐn Őƌeen and ƚƌansition Įnanciaů insƚƌƵmenƚs 
;e͘Ő͕͘ ƚƌansition ďondsͿ͘ /ƚ can ďe Ƶsed ďǇ ƉƌƵdentiaů sƵƉeƌvisoƌs ƚo inĨoƌm ƚŚe deveůoƉmenƚ oĨ ƉƌƵdentiaů ƉoůicǇ͕  
incůƵdinŐ caƉiƚaů ƌeƋƵiƌemenƚs and ƌisŬ manaŐemenƚ͘ /ƚ maǇ aůso ďe Ƶsed ďǇ ƉƌƵdentiaů sƵƉeƌvisoƌs ƚo ŚeůƉ 
sƚandaƌdiǌe and imƉƌove ƚŚe ƚǇƉes oĨ inĨoƌmation and daƚa Įůed ďǇ sƵƉeƌvised entities in ƌeůation ƚo Őƌeen and 
ƚƌansition Įnanciaů eǆƉosƵƌes and ƌeůaƚed aƌeas͘ �eƩeƌ inĨoƌmation and daƚa coƵůd sƵƉƉoƌƚ moƌe ƌoďƵsƚ cůimaƚe 
ƌisŬ anaůǇsis and͕ in ƚƵƌn͕ inĨoƌm ƉoůicǇ deveůoƉmenƚ͘ &inaůůǇ͕  iƚ can enƌicŚ cůimaƚe discůosƵƌe ƌeƋƵiƌemenƚs  
;e͘Ő͕͘ ƌeƉoƌtinŐ on ƚaǆonomǇ aůiŐnmenƚͿ͖ inĨoƌm Įscaů͕ ƚaǆ͕ ƚƌade and eǆƉoƌƚ deveůoƉmenƚ Ɖoůicies͖ and enŚance 
ŐƌeenͲ and ƚƌansitionͲƌeůaƚed ƉƌocƵƌemenƚ Ɖƌactices͘ 

16 dŚe ^�di deĮnes and Ɖƌomoƚes ďesƚ Ɖƌactice in emissions ƌedƵctions and neƚͲǌeƌo ƚaƌŐeƚs in ůine ǁiƚŚ cůimaƚe 
science͖ Ɖƌovides ƚecŚnicaů assisƚance and eǆƉeƌƚ ƌesoƵƌces ƚo comƉanies ƚŚaƚ seƚ scienceͲďased ƚaƌŐeƚs in ůine ǁiƚŚ ƚŚe 
ůaƚesƚ cůimaƚe science͖ and ďƌinŐs ƚoŐeƚŚeƌ a ƚeam oĨ eǆƉeƌƚs ƚo Ɖƌovide comƉanies ǁiƚŚ indeƉendenƚ assessmenƚ and 
vaůidation oĨ ƚaƌŐeƚs͘

 ! �ůimaƚe and economic ƉoůicǇ 

 ! EeƚͲǌeƌo ƚƌansition Ɖůans

 ! �aƌďon accoƵntinŐͬĮnanced emissions ƌeƉoƌtinŐ

 ! ^cenaƌio anaůǇses

 ! Risk management

 ! �ůimaƚe sƚƌess ƚestinŐ

 ! �ůimaƚe discůosƵƌe

 ! �aƚa sƚandaƌdiǌation

 ! �ůassiĨǇinŐ Őƌeen and ƚƌansition Įnanciaů 
instruments

 ! WƌocƵƌemenƚ ƉoůicǇ

 ! �anŬ and insƵƌance caƉiƚaů ƌeƋƵiƌemenƚs

 ! 'ƌeen ďƵdŐetinŐ

 ! �ůimaƚeͲƌeůaƚed ƚaǆ ƉoůicǇ

 ! �ůended Įnance

 ! dƌade Ɖoůicies ;e͘Ő͕͘ ďoƌdeƌ caƌďon adũƵsƚmenƚsͿ

^oƵƌce͗ EAd/y/^͕ dŚe Eeǁ 'eoŐƌaƉŚǇ oĨ daǆonomies͗ A 'ůoďaů ^ƚandaƌdͲ^eƫnŐ Race͕ Eovemďeƌ ϮϬϮϭ͘

https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
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Box 1: GFANZ’s Proposed Recommendations and Guidance on Financial Institution Net-Zero Transition Plans

Influencing the Global Taxonomy Dialogue 

The global importance of taxonomy as a tool to mobilize and accelerate the deployment of capital towards 
climate objectives is significant and growing. Canada cannot influence and shape the global taxonomy 
dialogue without its own taxonomy.   

dŚeƌe aƌe ϯϬ coƵnƚƌies aƚ diīeƌenƚ sƚaŐes oĨ ƚaǆonomǇ deveůoƉmenƚ ;imƉůemenƚed͕ in deveůoƉmenƚ oƌ ďeinŐ 
consideƌedͿ͕ incůƵdinŐ mosƚ oĨ ƚŚe 'ƌoƵƉ oĨ ^even ;'ϳͿ͕ ƚŚe 'ƌoƵƉ oĨ dǁenƚǇ ;'ϮϬͿ and manǇ deveůoƉinŐ 
economies ;see daďůe ϯͿ͘ AmonŐ ƚŚese͕ ƚŚe �h ^Ƶsƚainaďůe &inance daǆonomǇ is ƚŚe mosƚ advanced and vieǁed 
as a Őůoďaů ďesƚ Ɖƌactice͘ daǆonomǇ is a ŬeǇ ĨƌameǁoƌŬ iƚem identiĮed in ƚŚe 'ϮϬ ^Ƶsƚainaďůe &inance RoadmaƉ 
and a ĨocƵs oĨ ƚŚe /nƚeƌnationaů Wůaƞoƌm on ^Ƶsƚainaďůe &inance͕ ǁŚicŚ Śas deveůoƉed a commonͲŐƌoƵnd 
ƚaǆonomǇ ƚo Ɖƌomoƚe ƚaǆonomǇ inƚeƌoƉeƌaďiůiƚǇ ŐůoďaůůǇ͘17

17 ^ee ƚŚe 'ϮϬ ^Ƶsƚainaďůe &inance RoadmaƉ and ƚŚe /nƚeƌnationaů Wůaƞoƌm on ^Ƶsƚainaďůe &inance docƵmenƚation 
on ƚŚe commonͲŐƌoƵnd ƚaǆonomǇ͘  dŚe 'ϮϬ ^Ƶsƚainaďůe &inance toƌŬinŐ 'ƌoƵƉ Śas deveůoƉed ƉƌinciƉůes Ĩoƌ ƚaǆonomǇ 
deveůoƉmenƚ͕ ǁŚicŚ aƌe Ɖƌesenƚed in �oǆ Ϯ ůaƚeƌ in ƚŚe ƌeƉoƌƚ͘

'&AE� ƉƌoƉoses ƚŚaƚ Įnanciaů instiƚƵtions ŐůoďaůůǇ deveůoƉ ƚƌansitions Ɖůans ƚŚaƚ ůead ƚo ƌedƵctions in emissions 
and sƵƉƉoƌƚ neƚͲǌeƌo ƚƌansition ƚŚƌoƵŐŚ ĮnancinŐ oƌ enaďůinŐ͗

1. ƚŚe deveůoƉmenƚ and scaůinŐ oĨ cůimaƚe soůƵtions ƚo ƌeƉůace ŚiŐŚͲemiƫnŐ ƚecŚnoůoŐies͕ activities oƌ seƌvices͖

2. comƉanies ƚŚaƚ aƌe aůƌeadǇ aůiŐned ƚo a ϭ͘ϱ Σ� ƉaƚŚǁaǇ͖

3. ƚŚe ƚƌansition oĨ ƌeaůͲeconomǇ Įƌms accoƌdinŐ ƚo ƚƌansƉaƌenƚ and ƌoďƵsƚ neƚͲǌeƌo ƚƌansition Ɖůans in ůine 
ǁiƚŚ ϭ͘ϱ Σ�ͲaůiŐned secƚoƌaů ƉaƚŚǁaǇs͖ and

4. ƚŚe acceůeƌaƚed͕ manaŐed ƉŚase oƵƚ oĨ ŚiŐŚͲemiƫnŐ ƉŚǇsicaů asseƚs͘

daǆonomies can enŚance ƚƌansition Ɖůans ďǇ esƚaďůisŚinŐ cƌiƚeƌia ƚo ŚeůƉ aůiŐn ĮnancinŐ decisions and ƚaƌŐeƚs 
ǁiƚŚ ƚŚese ĨoƵƌ ƉƌioƌiƚǇ aƌeas͘ dŚeǇ can seƌve ƚo esƚaďůisŚ ǁŚaƚ ƚŚe '&AE� ƌeĨeƌs ƚo as ΗŐƵaƌdƌaiůsΗ ƚo saĨeŐƵaƌd 
aŐainsƚ ŐƌeenǁasŚinŐ͕ in ƉaƌticƵůaƌ in ƌeůation ƚo eůemenƚs ϯ͘ and ϰ͘ ƚŚaƚ deaů ǁiƚŚ ĮnancinŐ ƌeůaƚed ƚo ƚƌansition 
and manaŐed ƉŚase oƵƚs͘ Doƌe ďƌoadůǇ͕  ƚŚeǇ can conƚƌiďƵƚe ƚo oƚŚeƌ eůemenƚs oĨ '&AE� s͛ ƚƌansition Ɖůan 
ĨƌameǁoƌŬ͕ incůƵdinŐ Őoveƌnance͕ imƉůemenƚation sƚƌaƚeŐǇ and meƚƌics͘ 

^oƵƌce͗ '&AE�͘ ZĞĐŽŵŵĞŶĚĂƟŽŶƐ�ĂŶĚ�'ƵŝĚĂŶĐĞ�ŽŶ�&ŝŶĂŶĐŝĂů�/ŶƐƟƚƵƟŽŶ�EĞƚͲ�ĞƌŽ�dƌĂŶƐŝƟŽŶ�WůĂŶƐ͕ �onsƵůƚation WaƉeƌ͕  :Ƶne ϮϬϮϮ͘

https://g20sfwg.org/wp-content/uploads/2022/01/RoadMap_Final14_12.pdf
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/international-platform-sustainable-finance_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/international-platform-sustainable-finance_en
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
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�enƚƌaů ďanŬs and ƉƌƵdentiaů sƵƉeƌvisoƌs ŐůoďaůůǇ aƌe incƌeasinŐůǇ 
inƚeƌesƚed in ƚaǆonomies͘ dŚe EeƚǁoƌŬ oĨ �enƚƌaů �anŬs and 
^ƵƉeƌvisoƌs Ĩoƌ 'ƌeeninŐ ƚŚe &inanciaů ^Ǉsƚem ;E'&^Ϳ ƌecenƚůǇ 
ƌeůeased ƚŚe ƌesƵůƚs oĨ a sƵƌveǇ sŚoǁinŐ ƚŚaƚ ǁeůů oveƌ ŚaůĨ oĨ 
ƚŚe Ϯϱ cenƚƌaů ďanŬ ƌesƉondenƚs ;ϱϱ Ɖeƌ cenƚͿ and Ϯϰ sƵƉeƌvisoƌ 
ƌesƉondenƚs ;ϲϬ Ɖeƌ cenƚͿ aƌe ƉůanninŐ ƚo Ƶse oƌ aƌe consideƌinŐ 
ƵsinŐ ƚaǆonomies͘18 /n addition͕ ƚŚe E'&^ Śas issƵed ƚǁo ƌeƉoƌƚs 
oveƌ ƚŚe ůasƚ Ǉeaƌ͕  in connection ǁiƚŚ iƚs ǁoƌŬ ƉƌoŐƌam on ďƌidŐinŐ 
cůimaƚe daƚa ŐaƉs͕ indicatinŐ ƚŚaƚ ƚaǆonomies aƌe an imƉoƌƚanƚ 
ďƵiůdinŐ ďůocŬ Ĩoƌ imƉƌovinŐ daƚa ƌeůiaďiůiƚǇ and comƉaƌaďiůiƚǇ 
on a global basis.19 dŚe ƌeƉoƌƚs noƚe ƚŚe need ƚo inƚensiĨǇ ƚŚe 
deveůoƉmenƚ oĨ ƚaǆonomies ŐůoďaůůǇ͕  in a manneƌ ƚŚaƚ Ɖƌomoƚes 
inƚeƌoƉeƌaďiůiƚǇ and sƚandaƌdiǌation͕ ǁiƚŚ a vieǁ ƚo cƌeatinŐ a 
ďaseůine Őůoďaů ƚaǆonomǇ oveƌ time͘   

daǆonomies aƌe ĨeaƚƵƌinŐ ƉƌominenƚůǇ in ƚŚe Ɖƌivaƚe secƚoƌ͘  ^ome 
sƵŐŐesƚ ƚŚeƌe aƌe as manǇ as ϮϬϬ ƚaǆonomies in Ƶse ŐůoďaůůǇ ďǇ 
Įnanciaů instiƚƵtions and oƚŚeƌ Ɖƌivaƚe secƚoƌ entities ;e͘Ő͕͘ W^W 
/nvesƚmenƚs͕ �ůacŬRocŬͿ͘ϮϬ

dŚe Įƌsƚ ƉŚase oĨ Őůoďaů ƚaǆonomǇ deveůoƉmenƚ Śas ďeen on 
deĮninŐ Őƌeen activities͖ ƚŚe second ƉŚase͕ ǁŚicŚ is ƵndeƌǁaǇ͕  is ƚo 
ďƌoaden ƚaǆonomies ƚo deĮne ƚƌansition activities in ƚŚe conƚeǆƚ oĨ 
ŚiŐŚeƌͲemiƫnŐ secƚoƌs͘ dŚis second ƉŚase is moƌe cŚaůůenŐinŐ͕ and 
oĨ ƉaƌticƵůaƌ sƚƌaƚeŐic inƚeƌesƚ ƚo �anada͕ Őiven ƚŚe imƉoƌƚance oĨ 
ƌesoƵƌce and indƵsƚƌiaů secƚoƌs ƚo �anada s͛ economǇ͘ 

A �anadian ƚaǆonomǇ ǁoƵůd aůůoǁ �anada ƚo Ɖƌomoƚe iƚs inƚeƌesƚs 
in ƚŚe Őůoďaů ƚaǆonomǇ diaůoŐƵe and advance inƚeƌoƉeƌaďiůiƚǇ͕  as 
aƉƉƌoƉƌiaƚe͕ ǁiƚŚ oƚŚeƌ maũoƌ scienceͲďased ƚaǆonomies͘ /n ƚŚe 
aďsence oĨ a �anadian ƚaǆonomǇ͕  ƚŚeƌe is ƌisŬ ƚŚaƚ ceƌƚain secƚoƌs 
and activities oĨ imƉoƌƚance ƚo �anada aƌe omiƩed͕ oƌ ƚŚaƚ cƌiƚeƌia 
aƌe seƚ ƚŚaƚ do noƚ ƌeŇecƚ ƚŚe ůiŬeůǇ ƚƌansition ƉaƚŚǁaǇs oĨ �anada͘ 

18 ^ee ƚŚe E'&^ report tiƚůed͕ �nŚancinŐ DaƌŬeƚ dƌansƉaƌencǇ 
in 'ƌeen and dƌansition &inance͕ ƉƵďůisŚed in AƉƌiů ϮϬϮϮ͘ dŚe E'&^ is a 
neƚǁoƌŬ oĨ ϭϭϲ cenƚƌaů ďanŬs and ƉƌƵdentiaů sƵƉeƌvisoƌs dedicaƚed ƚo 
eǆcŚanŐinŐ eǆƉeƌiences͕ sŚaƌinŐ ďesƚ Ɖƌactices and conƚƌiďƵtinŐ ƚo ƚŚe 
deveůoƉmenƚ oĨ enviƌonmenƚ and cůimaƚe ƌisŬ manaŐemenƚ in ƚŚe Įnanciaů 
secƚoƌ and ƚo moďiůiǌinŐ mainsƚƌeam Įnance ƚo sƵƉƉoƌƚ ƚŚe ƚƌansition 
ƚoǁaƌds a sƵsƚainaďůe economǇ͘ dŚe Kĸce oĨ ƚŚe ^ƵƉeƌinƚendenƚ oĨ 
&inanciaů /nstiƚƵtions and ƚŚe �anŬ oĨ �anada aƌe memďeƌs͘

19 dŚe E'&^ esƚaďůisŚed a daƚa ǁoƌŬ ƉƌoŐƌam in :ƵůǇ ϮϬϮϬ ƚo 
identiĨǇ cůimaƚeͲƌeůaƚed daƚa needs and ŐaƉs͕ and ƚo ƉƌoƉose ƉoůicǇ 
ƌecommendations͘ /n connection ǁiƚŚ ƚŚis ǁoƌŬ͕ ƚŚe E'&^ issƵed a progress 
report in DaǇ ϮϬϮϭ and a Įnaů ƌeƉoƌƚ in :ƵůǇ ϮϬϮϮ͘ 

ϮϬ �ϯ'͕ �ǆƉandinŐ �ommon 'ƌoƵnd͗ �eeƉeninŐ /nƚeƌnationaů 
�ooƉeƌation on daǆonomies͕ &eďƌƵaƌǇ ϮϬϮϮ͘

͞dŚe �h daǆonomǇ is emeƌŐinŐ 
as a green standard that serves 
as a ͚common ůanŐƵaŐe͛ ďeƚǁeen 
comƉanies and invesƚoƌs͘ As oĨ 
AƵŐƵsƚ ϮϰƚŚ ΀ϮϬϮϮ΁͕ a ƚoƚaů oĨ 
ϯϲϱ comƉanies ƌeƉƌesentinŐ Ψϲ͘Ϯ 
trillion in market cap have reported 
daǆonomǇͲeůiŐiďiůiƚǇ͕  Ĩoůůoǁed 
ďǇ ϭϰϳ comƉanies ;Ψϯ͘ϭ ƚƌiůůion 
maƌŬeƚ caƉͿ ƌeƉoƌtinŐ daǆonomǇͲ
aůiŐnmenƚ a Ǉeaƌ aŚead oĨ time͘ 
RecoŐnition and aƉƉƌeciation oĨ 
ƚŚe inŇƵence oĨ ƚŚe daǆonomǇ Śave 
been growing among companies in 
annƵaů ƌeƉoƌtinŐ and on eaƌninŐs 
caůůs͘ �omƉanies ƌecoŐniǌe ƚŚaƚ 
ƚŚeǇ can ďeneĮƚ Ĩƌom easieƌ access 
ƚo caƉiƚaů oƌ ůoǁeƌ cosƚ oĨ caƉiƚaů 
Őiven ƚŚeiƌ ŚiŐŚ daǆonomǇ eǆƉosƵƌe͘ 
DeanǁŚiůe͕ some comƉanies ǁiƚŚ 
ůoǁ daǆonomǇ ƌeůevance Śave 
noƚed ƚŚe Ɖoƚentiaů Ĩoƌ Įnanciaů and 
ƌeƉƵƚationaů ƌisŬ͘͟

Ͳ 'ůoďaů /nvesƚmenƚ �anŬ

https://www.ngfs.net/en/enhancing-market-transparency-green-and-transition-finance
https://www.ngfs.net/sites/default/files/medias/documents/progress_report_on_bridging_data_gaps.pdf
https://www.ngfs.net/sites/default/files/medias/documents/progress_report_on_bridging_data_gaps.pdf
https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://www.e3g.org/publications/expanding-common-ground-deepening-international-cooperation-on-taxonomies/
https://www.e3g.org/publications/expanding-common-ground-deepening-international-cooperation-on-taxonomies/
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Taxonomy  
in Place

Taxonomy in Draft 
Development

Taxonomy Under 
Consideration

Other Taxonomy  
Initiatives

• �anŐůadesŚ

• �ƌaǌiůa

• �Śina 

• �oůomďia

• �ƵƌoƉean hnion ;Ϯϳ 
member states)

• Georgia

• Indonesia

• <aǌaŬŚsƚan

• <oƌea ;ReƉƵďůic oĨͿ

• DaůaǇsiab 

• Mongolia

• Eeǁ �eaůandc

• Philippines 

• RƵssian &edeƌation

• ^oƵƚŚ AĨƌica

• ^ƌi >anŬa 

• Australiad

• �Śiůe

• Dominican Republic

• India 

• Japane

• <ǇƌŐǇǌsƚan

• Deǆico

• Panama

• ^inŐaƉoƌe

• Thailand

• hniƚed <inŐdom

• Vietnam

• �anada

• �ŐǇƉƚ

• ,onŐ <onŐ

• Association oĨ ^oƵƚŚeasƚ 
Asian Eations ;A^�AEͿ 
daǆonomǇ

• �ůimaƚe �onds /nitiative 
daǆonomǇ 

• /nƚeƌnationaů Wůaƞoƌm 
on ^Ƶsƚainaďůe &inance 
�ommon 'ƌoƵnd 
daǆonomǇ

• /nƚeƌnationaů 
KƌŐaniǌation Ĩoƌ 
^ƚandaƌdiǌation ;/^KͿ 
daǆonomǇ

• Working Group on 
^Ƶsƚainaďůe &inance 
daǆonomies in >atin 
America and the 
�aƌiďďeanĨ

aͿ �ƌaǌiů s͛ ƚaǆonomǇ ǁas deveůoƉed ďǇ ƚŚe �ƌaǌiůian &edeƌation oĨ �anŬs ;&��RA�AEͿ͕ ǁŚicŚ ƌeƉƌesenƚs ƚŚe �ƌaǌiůian ďanŬinŐ 
indƵsƚƌǇ͘

ďͿ DaůaǇsia s͛ cenƚƌaů ďanŬ͕ �anŬ EeŐaƌa͕ Śas Įnaůiǌed and issƵed a ƉƌinciƉůesͲďased ƚaǆonomǇ ĨocƵsed on cůimaƚe cŚanŐe͖ 
DaůaǇsia s͛ ^ecƵƌities �ommission is deveůoƉinŐ a ^Ƶsƚainaďůe and ResƉonsiďůe /nvesƚmenƚ daǆonomǇ͕  ǁŚicŚ is Ƶndeƌ consƵůƚation͘ 

cͿ  Eeǁ �eaůand s͛ ƚaǆonomǇ is ĨocƵsed on ƚŚe aŐƌicƵůƚƵƌaů secƚoƌ ;ůivesƚocŬ and cƌoƉsͿ͖ iƚ ǁas deveůoƉed ďǇ a ^ƚeeƌinŐ 'ƌoƵƉ 
comƉƌisinŐ ďanŬs and ƚŚe DinisƚƌǇ Ĩoƌ WƌimaƌǇ /ndƵsƚƌies͘ /ƚ aƉƉeaƌs ƚŚaƚ Eeǁ �eaůand s͛ ƉƵďůicͲƉƌivaƚe �enƚƌe Ĩoƌ ^Ƶsƚainaďůe 
&inance is commiƩed ƚo ǁoƌŬinŐ ǁiƚŚ Őoveƌnmenƚ Ɖaƌƚneƌs ƚo deveůoƉ a comƉƌeŚensive sƵsƚainaďůe invesƚmenƚ ƚaǆonomǇ ďǇ  
endͲϮϬϮϯ͘ 

dͿ dŚe AƵsƚƌaůian ^Ƶsƚainaďůe &inance /nstiƚƵƚe is sƵƉƉoƌtinŐ an indƵsƚƌǇͲůed initiative ƚo deveůoƉ an AƵsƚƌaůian sƵsƚainaďůe Įnance 
ƚaǆonomǇ͕  ǁoƌŬinŐ cůoseůǇ ǁiƚŚ Őoveƌnmenƚ and Įnanciaů secƚoƌ ƌeŐƵůaƚoƌs͘

eͿ :aƉan Śas ƉƵďůisŚed ƚŚe ͞�asic 'Ƶideůines on �ůimaƚe dƌansition &inance͟ ƚŚaƚ deĮne ƚƌansition Įnance and seƚ oƵƚ discůosƵƌe 
eǆƉecƚations Ĩoƌ issƵinŐ ƚƌansitionͲƌeůaƚed Įnanciaů insƚƌƵmenƚs͘ dŚe anneǆ oĨ ƚŚis ƉƵďůication Ɖƌovides ƚen ƌoadmaƉs Ĩoƌ nine 
ŚaƌdͲƚoͲaďaƚe secƚoƌs͕ ǁŚicŚ aƌe meanƚ ƚo seƌve as a ƌeĨeƌence Ɖoinƚ Ĩoƌ caƉiƚaů ƌaisinŐ and invesƚmenƚ in ƚŚe ƚƌansition conƚeǆƚ͘ 

ĨͿ >aƵncŚed in :Ƶne ϮϬϮϮ ďǇ �osƚa Rica s͛ Dinisƚeƌ oĨ �nviƌonmenƚ and �neƌŐǇ and �Śaiƌ oĨ ƚŚe &oƌƵm oĨ Dinisƚeƌs oĨ �nviƌonmenƚ 
oĨ >atin Ameƌica and ƚŚe �aƌiďďean͕ ƚŚe toƌŬinŐ 'ƌoƵƉ on ^Ƶsƚainaďůe &inance daǆonomies in >atin Ameƌica and ƚŚe �aƌiďďean 
;'ddͲ >A�Ϳ ǁiůů ǁoƌŬ ƚo deveůoƉ a common ĨƌameǁoƌŬ oĨ sƵsƚainaďůe Įnance ƚaǆonomies Ĩoƌ ƚŚe ƌeŐion͘

^oƵƌce͗ inƚeƌnaů ƌeseaƌcŚ͕ ǁiƚŚ ƌeĨeƌence ƚo ƚŚe �ůimaƚe �onds /nitiative ƉƵďůication 'ůoďaů 'ƌeen daǆonomǇ �eveůoƉmenƚ͕ 
AůiŐnmenƚ͕ and /mƉůemenƚation͕ ϮϬϮϮ.

Table 3: Global Taxonomy Development

https://www.climatebonds.net/resources/reports/global-green-taxonomy-development-alignment-and-implementation
https://www.climatebonds.net/resources/reports/global-green-taxonomy-development-alignment-and-implementation
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dŚe RisŬs oĨ daǆonomǇ

Resource Intensity
Developing, implementing and maintaining a credible taxonomy would be time-consuming and resource-
intensive. dŚe initiative ǁoƵůd ďe a sƵďsƚantive͕ ůonŐͲƚeƌm commiƚmenƚ͕ ǁŚicŚ ǁoƵůd eīectiveůǇ invoůve 
ĨosƚeƌinŐ ƚŚe deveůoƉmenƚ oĨ an entiƌeůǇ neǁ seŐmenƚ oĨ �anada s͛ caƉiƚaů maƌŬeƚs ĨocƵsed on ƚƌansition Įnance͘ 
/ƚ ǁoƵůd ƌeƋƵiƌe a Ɖeƌmanenƚ Őoveƌnance sƚƌƵcƚƵƌe͕ a ůaƌŐe ƚeam oĨ eǆƉeƌƚ and ƚecŚnicaů sƚaī and a sƚaďůe 
ĨƵndinŐ modeů͘ /ƚ ǁoƵůd invoůve ŐoinŐ secƚoƌ ďǇ secƚoƌ ƚo seƚ cƌiƚeƌia Ĩoƌ Őƌeen and ƚƌansition economic activities͘ 
daǆonomǇ ƉƌoƉosaůs ǁoƵůd ƌeƋƵiƌe ƚaƌŐeƚed and ƉƵďůic consƵůƚations͕ and ƉƵďůisŚed veƌsions ǁoƵůd need ƚo ďe 
sƵƉƉoƌƚed ďǇ deƚaiůed ŐƵidance as ǁeůů as edƵcation and aǁaƌenessͲƌaisinŐ activities͘ dŚeƌe ǁoƵůd need ƚo ďe 
onŐoinŐ mainƚenance and ƌevieǁ activities͘ AůƚŚoƵŐŚ advancinŐ a ƚaǆonomǇ ǁoƵůd ďe a siŐniĮcanƚ ƵndeƌƚaŬinŐ͕ 
ƚŚeƌe is deeƉ ŬnoǁůedŐe and eǆƉeƌtise in �anada in ƚaǆonomǇͲƌeůevanƚ aƌeas ƚŚaƚ coƵůd ďe ůeveƌaŐed ƚo 
acceůeƌaƚe ƚaǆonomǇ deveůoƉmenƚ eīoƌƚs in ƚŚe Įƌsƚ insƚance and ƚo sƵƉƉoƌƚ ƚŚe initiative oveƌ time͘ 

Uncertain Support
The level of support for a green and transition finance taxonomy among companies remains unclear. In the 
aďsence oĨ ƉoůicǇ siŐnaůs ;e͘Ő͕͘ sƵƉeƌvisoƌǇ ŐƵidance͕ ƌeŐƵůationͿ͕ iƚ is Ƶncůeaƌ Śoǁ mƵcŚ demand ƚŚeƌe ǁoƵůd 
ďe Ĩoƌ ƚŚe ƚaǆonomǇ͘ dŚeƌe is ƌisŬ ƚŚaƚ comƉanies͕ esƉeciaůůǇ ƚŚose in ŚiŐŚeƌͲemiƫnŐ secƚoƌs͕ maǇ ďǇƉass 
ƚŚe ƌiŐoƵƌs oĨ ƚŚe ƚaǆonomǇ in ĨavoƵƌ oĨ continƵinŐ ƚo ƌaise caƉiƚaů Ĩoƌ ƚƌansition ƉƵƌƉoses ƚŚƌoƵŐŚ ƚŚe Ƶse oĨ 
ƚƌaditionaů Įnanciaů insƚƌƵmenƚs͘ /n addition͕ some oiů and Őas comƉanies aƌe cƵƌƌenƚůǇ ͞casŚ ƌicŚ͟ and maǇ noƚ 
Śave an immediaƚe need Ĩoƌ ƚŚe ƚaǆonomǇ͘ 

Pace of Innovation
The taxonomy is too prescriptive and rules-based and may not be able to keep pace with innovation. There is 
ƌisŬ ƚŚaƚ ƚŚe ƚaǆonomǇ s͛ cƌiƚeƌia maǇ noƚ ďe aďůe ƚo ďe ƌevieǁed and ƵƉdaƚed enoƵŐŚ ƚo ŬeeƉ Ɖace ǁiƚŚ ƚŚe ƌaƚe 
oĨ ƚecŚnoůoŐicaů and maƌŬeƚ innovation͘ dŚe ƚaǆonomǇ maǇ Ɖƌevenƚ caƉiƚaů Ĩƌom ďeinŐ aůůocaƚed ƚo aƌeas aƚ ƚŚe 
ƚecŚnoůoŐicaů Ĩƌontieƌ oĨ Őƌeen and ƚƌansition͕ esƉeciaůůǇ in comƉaƌison ƚo moƌe ƉƌinciƉůesͲďased aƉƉƌoacŚes͘ 
dŚeƌe maǇ aůso ďe cŚaůůenŐes in desiŐninŐ a sƵĸcienƚůǇ comƉƌeŚensive ƚaǆonomǇ ƚo coveƌ aůů ƚŚe activities͕ 
Ɖƌoũecƚs and asseƚs ƚo ǁŚicŚ iƚ sŚoƵůd ƌeasonaďůǇ aƉƉůǇ͘ 

Alignment With the United States
The United States (U.S.) has no stated plans to develop a taxonomy, which raises policy questions and design 
challenges for Canada. /n DaƌcŚ ϮϬϮϭ͕ ƚŚe h͘^͘ �ůimaƚe �nvoǇ eǆƉƌessed inƚeƌesƚ in ƚŚe ƚaǆonomǇ conceƉƚ ďƵƚ 
indicaƚed ƚŚaƚ anǇ aƉƉƌoacŚ ǁoƵůd need ƚo saĨeŐƵaƌd h͘^͘ caƉiƚaů maƌŬeƚs Ĩƌom eǆcessive ƌeŐƵůation͘21 ^ince ƚŚaƚ 
time͕ ƚŚe h͘^͘ Śas ďeen ƉƵďůicůǇ siůenƚ on ƚaǆonomǇ͕  aƉƉeaƌinŐ ƚo ďe in ĨavoƵƌ oĨ moƌe maƌŬeƚͲcenƚƌic͕ ƉƌinciƉůesͲ
ďased aƉƉƌoacŚes ƚo ƚƌansition͕ ǁiƚŚ a ĨocƵs on sƚƌonŐ cůimaƚe discůosƵƌe͕ incůƵdinŐ neƚͲǌeƌo ƚƌansition Ɖůans͘ 

AůƚŚoƵŐŚ ƚŚe h͘^͘ does noƚ aƉƉeaƌ ƚo ďe ƉƌoceedinŐ ǁiƚŚ a nationaů ƚaǆonomǇ aƚ ƚŚis time͕ h͘^͘ invesƚmenƚ 
manaŐeƌs ƚŚaƚ activeůǇ manaŐe ͞Őƌeen͟ oƌ ͞sƵsƚainaďůe͟ ďond mandaƚes ǁiůů ŐeneƌaůůǇ Śave evaůƵation 
ĨƌameǁoƌŬs ;oƌ ƚaǆonomiesͿ ƚo deƚeƌmine ǁŚaƚ is eůiŐiďůe Ĩoƌ ƚŚeiƌ ĨƵnd͘ dŚe Őƌeen ďond indices aůso emƉůoǇ 
meƚŚodoůoŐies ƚo deƚeƌmine eůiŐiďiůiƚǇ͘ &oƌ eǆamƉůe͕ ƚŚe ^ΘW ϱϬϬ 'ƌeen �ond /ndices aƌe comƉosed oĨ a Ƶniveƌse 
oĨ Őůoďaů ďonds cůassiĮed as ͞Őƌeen͟ ďǇ ƚŚe �ůimaƚe �onds /nitiative ;��/Ϳ and sƵďũecƚ ƚo eůiŐiďiůiƚǇ cƌiƚeƌia͘ 

21 dŚe onůǇ ƌeƉoƌƚed ƉƵďůic commenƚ on ƚŚe ƉƌosƉecƚ oĨ a h͘^͘ ƚaǆonomǇ came Ĩƌom �ůimaƚe �nvoǇ :oŚn <eƌƌǇ 
ĨoůůoǁinŐ cůimaƚe discƵssions ǁiƚŚ �ƵƌoƉean ůeadeƌs in DaƌcŚ ϮϬϮϭ ;see ƚŚe &inanciaů dimes aƌticůe :oŚn <eƌƌǇ taƌns �h 
AŐainsƚ �aƌďon �oƌdeƌ daǆ͕ DaƌcŚ ϭϭ͕ ϮϬϮϭͿ͘ ,e indicaƚed ƚŚaƚ no Įnaů decision Śad ďeen made on ƚŚe ƚoƉic and eǆƉecƚed 
ƚŚaƚ ƚŚe dƌeasƵƌǇ ^ecƌeƚaƌǇ and ƚŚe �Śaiƌ oĨ ƚŚe ^ecƵƌities and �ǆcŚanŐe �ommission maǇ ǁeiŐŚ in on ƚŚis ƚoƉic and oƚŚeƌ 
aƌeas ƌeůaƚed ƚo sƵsƚainaďůe Įnance͘ ,e noƚed ƚŚaƚ anǇ aƉƉƌoacŚ ƚo a ƚaǆonomǇ ǁoƵůd need ƚo saĨeŐƵaƌd aŐainsƚ eǆcessive 
ƌeŐƵůation͘

https://www.ft.com/content/3d00d3c8-202d-4765-b0ae-e2b212bbca98
https://www.ft.com/content/3d00d3c8-202d-4765-b0ae-e2b212bbca98
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dŚe deveůoƉmenƚ oĨ a �anadian ƚaǆonomǇ sŚoƵůd ďe advanced ƚo sƵƉƉoƌƚ acŚievinŐ �anadian cůimaƚe oďũectives 
and ƚƌansition ƉaƚŚǁaǇs ďƵƚ ďe mindĨƵů oĨ ƚŚe Ɖoƚentiaů cosƚ and comƉetitiveness imƉůications Ĩoƌ �anadian 
maƌŬeƚ ƉaƌticiƉanƚs͕ and ƚo seeŬ inƚeƌoƉeƌaďiůiƚǇ ǁŚeƌeveƌ Ɖossiďůe ǁiƚŚ ƚŚe caƉiƚaů maƌŬeƚs in ƚŚe h͘^͘ dŚis 
ReƉoƌƚ is advancinŐ a ƚaǆonomǇ Ĩoƌ voůƵnƚaƌǇ Ƶse͕ aƚ ůeasƚ in ƚŚe Įƌsƚ insƚance͕ ǁŚicŚ means ƚŚaƚ anǇ Ɖoƚentiaů 
cosƚ and comƉetitiveness imƉůications aƌe noƚ ďindinŐ͘ ,oǁeveƌ͕  Ĩoƌ ƚŚe ƚaǆonomǇ ƚo ďe mosƚ ƵseĨƵů ƚo �anadian 
maƌŬeƚ ƉaƌticiƉanƚs͕ iƚ is cƌiticaů ƚŚaƚ ƚaǆonomǇ deveůoƉmenƚ ďe ŐƌoƵnded in cůimaƚe science͕ ǁŚiůe ďeinŐ mindĨƵů 
oĨ ůeveů ƉůaǇinŐ Įeůd and inƚeƌoƉeƌaďiůiƚǇ consideƌations ǁiƚŚ h͘^͘ caƉiƚaů maƌŬeƚs and consisƚencǇ ǁiƚŚ h͘^͘ 
cůimaƚe ƉoůicǇ aƚ Ĩedeƌaů and sƚaƚe ůeveůs͘

�iscƵssion and Recommendation

dŚe assessmenƚ indicaƚes ƚŚaƚ ƚŚe oƉƉoƌƚƵnities Ĩoƌ �anada oĨ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ aƌe 
siŐniĮcanƚ͘ 

dŚe ƚaǆonomǇ can͗

 ! Ɖƌomoƚe ƚŚe inƚeŐƌiƚǇ oĨ �anada s͛ neƚͲǌeƌo ƚƌansition ďǇ moďiůiǌinŐ caƉiƚaů in aůiŐnmenƚ ǁiƚŚ �anada s͛ 
ƚƌansition ƉaƚŚǁaǇs and cůimaƚe oďũectives͖

 ! ĨƵƌƚŚeƌ deveůoƉ �anada s͛ sƵsƚainaďůe Įnance maƌŬeƚ͕ and ŚeůƉ mitiŐaƚe ŐƌeenǁasŚinŐ ƌisŬs͖

 ! seƌve mƵůtiƉůe Ƶse cases acƌoss ƉƵďůic and Ɖƌivaƚe secƚoƌs ǁŚeƌe ƚŚeƌe ǁoƵůd ďe vaůƵe in ŚavinŐ a 
sƚandaƌdiǌed ƚooů ƚo ďencŚmaƌŬ cůimaƚe and ƚƌansition activities͖ and

 ! ensƵƌe ƚŚaƚ �anada can enŐaŐe and conƚƌiďƵƚe ƚo ƚŚe Őůoďaů ƚaǆonomǇ diaůoŐƵe͕ ƉaƌticƵůaƌůǇ as iƚ ƌeůaƚes ƚo 
�anada s͛ economic inƚeƌesƚ in ƉƌomotinŐ a smooƚŚ ƚƌansition Ĩoƌ ŚiŐŚͲemiƫnŐ secƚoƌs and ǁoƌŬeƌs in ƚŚese 
sectors.

AŐainsƚ ƚŚis͕ ƚŚe assessmenƚ oĨ ƚŚe ƌisŬs indicaƚes ƚŚeǇ aƌe noƚ insiŐniĮcanƚͶďƵƚ ƚŚeǇ can ďe ůaƌŐeůǇ minimiǌed 
and manaŐed ƚŚƌoƵŐŚ commiƚmenƚ and ůeadeƌsŚiƉ Ĩƌom Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ͕  as ǁeůů as ƚŚƌoƵŐŚ 
eīective ƚaǆonomǇ desiŐn and imƉůemenƚation͘ Kveƌaůů͕ ƚŚe oƉƉoƌƚƵnities oĨ a ǁeůůͲdesiŐned ƚaǆonomǇ Ĩaƌ 
outweigh the risks.

Recommendation 1

te ƌecommend ƚŚaƚ �anada deveůoƉ a Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͘ 
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WĂƌƚ�dǁŽ͗�dĂǆŽŶŽŵǇ��ĞƐŝŐŶ�

/Ŷ�ůŝŐŚƚ�ŽĨ�ƚŚĞ�ĂĸƌŵĂƟǀĞ�ƌĞĐŽŵŵĞŶĚĂƟŽŶ͕�ƚŚĞ�dd�'�ƚŚĞŶ�ĐŽŶƐŝĚĞƌĞĚ�ŚŽǁ�ƚŚĞ��ĂŶĂĚŝĂŶ�
ŐƌĞĞŶ�ĂŶĚ�ƚƌĂŶƐŝƟŽŶ�ĮŶĂŶĐĞ�ƚĂǆŽŶŽŵǇ�ƐŚŽƵůĚ�ďĞ�ĚĞƐŝŐŶĞĚ�ƚŽ�ŵĂǆŝŵŝǌĞ�ƚŚĞ�ŽƉƉŽƌƚƵŶŝƟĞƐ�
ĂŶĚ�ŵŝŶŝŵŝǌĞ�ƚŚĞ�ƌŝƐŬƐ�ĂŶĚ�ĐŽƐƚƐ͘�dŚĞ�ƚĂǆŽŶŽŵǇ�ĨƌĂŵĞǁŽƌŬ�ĂƌĐŚŝƚĞĐƚƵƌĞ�ǁĂƐ�ĚĞǀĞůŽƉĞĚ�ŝŶ�
ƉĂƌƚŶĞƌƐŚŝƉ�ǁŝƚŚ�ƚŚĞ��ĂŶĂĚŝĂŶ��ůŝŵĂƚĞ�/ŶƐƟƚƵƚĞ͘��

^ection A ďeůoǁ identiĮes ƚŚe ŬeǇ eůemenƚs ƚŚaƚ aƌe needed Ĩoƌ ƚŚe ƚaǆonomǇ ƚo ďe sƵccessĨƵů͘ dŚese deaů 
ǁiƚŚ sƚƌaƚeŐic consideƌations ƌeŐaƌdinŐ ůeadeƌsŚiƉ͕ Őoveƌnance and ƌesoƵƌcinŐ͕ as ǁeůů as oďũectives and desiŐn 
consideƌations ƚo Ɖƌomoƚe cƌediďiůiƚǇ and ƵsaďiůiƚǇ͘ 

dŚe sƵďseƋƵenƚ ƚǁo sections ;� and �Ϳ aƉƉůǇ ƚŚese ƌeƋƵiƌemenƚs͘ dŚe Įƌsƚ seƚs oƵƚ ƚŚe ƉƌoƉosed modeů ƚo 
Őoveƌn ƚŚe �anadian daǆonomǇ initiative and ƚŚe second descƌiďes ƚŚe ƉƌoƉosed ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe 
ƚo ŐƵide ƚaǆonomǇ deveůoƉmenƚ͕ incůƵdinŐ ƚŚe oďũectives and ƌeƋƵiƌemenƚs Ĩoƌ ƚŚe issƵance oĨ ŐƌeenͲ and 
ƚƌansitionͲcůassiĮed  Įnanciaů insƚƌƵmenƚs͘  

dŚe oveƌaůů aƉƉƌoacŚ is consisƚenƚ ǁiƚŚ ƚŚe Őeneƌaů ƉƌinciƉůes Ĩoƌ ƚaǆonomǇ deveůoƉmenƚ seƚ ďǇ ƚŚe 'ϮϬ 
^Ƶsƚainaďůe &inance toƌŬinŐ 'ƌoƵƉ ;see �oǆ ϮͿ͘

Box 2: G20 Sustainable Finance Working Group:

WƌinciƉůes Ĩoƌ daǆonomǇ �eveůoƉmenƚ

1. �nsƵƌe maƚeƌiaů Ɖositive conƚƌiďƵtions ƚo sƵsƚainaďiůiƚǇ Őoaůs and ĨocƵs on oƵƚcomes͖

2. Avoid neŐative conƚƌiďƵtion ƚo oƚŚeƌ sƵsƚainaďiůiƚǇ Őoaůs͖

3. �e dǇnamic in adũƵsƚmenƚs ƌeŇectinŐ cŚanŐes in Ɖoůicies͕ ƚecŚnoůoŐies and sƚaƚe oĨ ƚŚe ƚƌansition͖

4. ReŇecƚ Őood Őoveƌnance and ƚƌansƉaƌencǇ͖

5. �e scienceͲďased Ĩoƌ enviƌonmenƚaů Őoaůs and scienceͲ oƌ evidenceͲďased Ĩoƌ oƚŚeƌ sƵsƚainaďiůiƚǇ 
issƵes͖ and

6. Addƌess ƚƌansition consideƌations͘

^oƵƌce͗ 'ϮϬ ^Ƶsƚainaďůe &inance Roadmap͕ Kcƚoďeƌ ϮϬϮϭ

https://g20sfwg.org/wp-content/uploads/2022/01/RoadMap_Final14_12.pdf
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AͿ <eǇ �ůemenƚs Ĩoƌ ^Ƶccess

Leadership and Governance 
Joint Federal Government–Financial Sector Leadership: dŚe ůeadeƌsŚiƉ and commiƚmenƚ oĨ ƚŚe Ĩedeƌaů 
Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ͕  ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation͕ ǁoƵůd cƌeaƚe oƉtimaů 
conditions Ĩoƌ ƚaǆonomǇ deveůoƉmenƚ and imƉůemenƚation͘ 

• &edeƌaů ůeadeƌsŚiƉ ǁoƵůd ŚeůƉ ensƵƌe ƚŚaƚ ƚŚe ƚaǆonomǇ is ŐƌoƵnded in nationaů cůimaƚe oďũectives and 
ƚŚaƚ iƚ inĨoƌms cůimaƚe and economic ƉoůicǇ͘ /ƚ ǁoƵůd ďƌinŐ cƌediďiůiƚǇ ƚo ƚŚe ƚaǆonomǇ eǆeƌcise͕ incůƵdinŐ͕ 
imƉoƌƚanƚůǇ͕  Ĩƌom inƚeƌnationaů sƚaŬeŚoůdeƌs͕ and iƚ ǁoƵůd Śave a ƌanŐe oĨ ůeveƌs aƚ iƚs disƉosaů ƚo sƵƉƉoƌƚ 
ƚŚe ǁidesƉƌead adoƉtion oĨ ƚŚe ƚaǆonomǇ͘ ^ƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation ǁoƵůd ƌeinĨoƌce 
manǇ oĨ ƚŚese aƌeas͘ dŚe vasƚ maũoƌiƚǇ oĨ ƚaǆonomies deveůoƉed ƚo daƚe Śave ďeen ďǇ Őoveƌnmenƚs ;see 
daďůe ϯ aďoveͿ͕ and͕ accoƌdinŐ ƚo ƚŚe toƌůd �anŬ and ƚŚe KƌŐanisation Ĩoƌ �conomic �oͲoƉeƌation and 
�eveůoƉmenƚ ;K���Ϳ͕ ƚaǆonomies aƌe mosƚ eīective ǁŚen imƉůemenƚed aůonŐside sƵƉƉoƌtinŐ ƌeŐƵůationͬ
incentives and ǁiƚŚin a ďƌoadeƌ ƉoůicǇ ĨƌameǁoƌŬ͘22  

• &inanciaů secƚoƌ ůeadeƌsŚiƉ ǁoƵůd ensƵƌe ƚŚaƚ ƚŚe ƚaǆonomǇ is Ƶsaďůe͕ cƌediďůe and Įƚ Ĩoƌ ƉƵƌƉose͕ and ƚŚaƚ iƚ 
is adoƉƚed as ƚŚe Įnanciaů secƚoƌ sƚandaƌd Ĩoƌ cůassiĨǇinŐ Őƌeen and ƚƌansition Įnanciaů insƚƌƵmenƚs͘ 

Effective Governance: dŚe ƚaǆonomǇ s͛ Őoveƌnance modeů needs ƚo ďe ƚƌansƉaƌenƚ and ƌesƵůƚsͲoƌienƚed and 
ƚo saĨeŐƵaƌd ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ͘ dŚe Őoveƌnance sŚoƵůd ďe inĨoƌmed ďǇ ƚŚe ďesƚͲƉƌactice 
modeůs oďseƌved amonŐ manǇ Įnanciaů sƚandaƌdͲseƫnŐ ďodies ŐůoďaůůǇ and ƚaǆonomǇ initiatives͘ /ƚ sŚoƵůd 
ensƵƌe ƚŚaƚ indƵsƚƌǇ and ƚecŚnicaů eǆƉeƌƚs inĨoƌm ƚŚe deveůoƉmenƚ oĨ ƚŚe ƚaǆonomǇ and ƚŚaƚ ƚŚeƌe aƌe 
oƉƉoƌƚƵnities Ĩoƌ a ƌanŐe oĨ �anadian sƚaŬeŚoůdeƌs ƚo Ɖƌovide ƉeƌsƉectives on ƚŚe ǁoƌŬ͘

Adequate Resourcing: dŚe initiative needs dedicaƚed and sƚaďůe ĨƵndinŐ oveƌ ƚŚe ůonŐ ƚeƌm͕ on a ůeveů consisƚenƚ 
ǁiƚŚ ƚŚe sƵďsƚantive naƚƵƌe oĨ ƚŚe ƵndeƌƚaŬinŐ͘ A ƉƌoƉeƌ ƚaǆonomǇ initiative cannoƚ ďe deveůoƉed ǁiƚŚoƵƚ a 
ǁeůůͲĨƵnded cƵsƚodian ƚŚaƚ is aďůe ƚo aƩƌacƚ and ƌeƚain ƚŚe eǆƉeƌƚ sƚaī needed ƚo deveůoƉ ƚŚe ĨƌameǁoƌŬ and͕ in 
ƚƵƌn͕ deveůoƉ ƚŚe ŐƵidance and ƵndeƌƚaŬe ƚŚe oƵƚƌeacŚ necessaƌǇ ƚo Ɖƌomoƚe iƚs Ƶse͘ 

22 dŚe toƌůd �anŬ ƉƵďůication �ĞǀĞůŽƉŝŶŐ�Ă�EĂƟŽŶĂů�'ƌĞĞŶ�dĂǆŽŶŽŵǇ͗���tŽƌůĚ��ĂŶŬ�'ƵŝĚĞ noƚes ƚŚaƚ ͞΀ƚ΁Śe 
ƚaǆonomǇ sŚoƵůd Śave ƚŚe sƚaƚƵƌe oĨ an oĸciaů ŐƵideůine oƌ ƉoůicǇ Ĩoƌ ĮůƚeƌinŐ sƵcŚ invesƚmenƚs in ďoƚŚ ƚŚe ƉƵďůic and 
Ɖƌivaƚe secƚoƌs͕͟  and ƚŚaƚ ͞΀i΁nƚeƌnationaů eǆƉeƌience aůso sƵŐŐesƚs a Őƌeen ƚaǆonomǇ maǇ noƚ sƵcceed in caƚaůǇǌinŐ ƚŚe 
ƚaƌŐeƚed invesƚmenƚs ƚo ƚŚe eǆƚenƚ desiƌed ǁiƚŚoƵƚ sƵƉƉoƌtinŐ ƉoůicǇ andͬoƌ ƌeŐƵůations͘͟  dŚe K��� ƉƵďůication �ĞǀĞůŽƉŝŶŐ�
^ƵƐƚĂŝŶĂďůĞ�&ŝŶĂŶĐĞ��ĞĮŶŝƟŽŶƐ�ĂŶĚ�dĂǆŽŶŽŵŝĞƐ noƚes ƚŚaƚ ͙͞ ƚaǆonomies aƌe onůǇ one Ɖaƌƚ oĨ ƚŚe ƌanŐe oĨ Ɖoůicies 
needed ƚo moďiůise invesƚmenƚ͕ ďƵƚ ƚŚaƚ ƚŚeǇ Śave siŐniĮcanƚ Ɖoƚentiaů ƚo moďiůise invesƚmenƚ in ƚŚe conƚeǆƚ oĨ a ďƌoadeƌ 
sƵƉƉoƌtive ƉoůicǇ ĨƌameǁoƌŬ͕͟  and ƚŚaƚ ͞΀s΁Ƶsƚainaďůe Įnance ƚaǆonomies can ďe ƚooůs ƚo aƌticƵůaƚe sƵsƚainaďiůiƚǇ ƉoůicǇ 
oďũectives͕ and aƌe a ƉoƚentiaůůǇ imƉoƌƚanƚ eůemenƚ oĨ sƵsƚainaďiůiƚǇ Ɖoůicies͘͟

Recommendation 2

te ƌecommend ƚŚaƚ ƚŚe �anadian Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ďe ůed  
ũoinƚůǇ ďǇ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ͕  ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and  
/ndiŐenoƵs ƉaƌticiƉation͕ Ƶndeƌ a Őoveƌnance modeů ƚŚaƚ is ƚƌansƉaƌenƚ and  
ƌesƵůƚsͲoƌienƚed͕ saĨeŐƵaƌds ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ͕  and is ƌesoƵƌced 
commensƵƌaƚe ǁiƚŚ ƚŚe imƉoƌƚance and scoƉe oĨ ƚŚe initiative͘

https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://www.oecd-ilibrary.org/finance-and-investment/developing-sustainable-finance-definitions-and-taxonomies_134a2dbe-en
https://www.oecd-ilibrary.org/finance-and-investment/developing-sustainable-finance-definitions-and-taxonomies_134a2dbe-en
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Objectives, Credibility and Usability 
Climate Mitigation as the Priority Objective: 'iven ƚŚe cůimaƚe ƵƌŐencǇ͕  ƚŚe ƚaǆonomǇ sŚoƵůd ĨocƵs͕ in ƚŚe Įƌsƚ 
insƚance͕ on seƫnŐ Őƌeen and ƚƌansition cƌiƚeƌia ƚo moďiůiǌe Ɖƌivaƚe caƉiƚaů in sƵƉƉoƌƚ oĨ �anada͛s ƚƌansition 
ƉaƚŚǁaǇs and cůimaƚe mitiŐation oďũectives͘ dŚe ƚaǆonomǇ sŚoƵůd aim ƚo seƚ cƌiƚeƌia Ĩoƌ aůů secƚoƌs and activities 
ƚŚaƚ Śave maƚeƌiaů oƉƉoƌƚƵnities and ƌisŬs in ƚƌansition͘ Kveƌ time͕ ƚŚe ƚaǆonomǇ sŚoƵůd ďe eǆƉanded ƚo coveƌ 
oƚŚeƌ enviƌonmenƚaů and sociaů oďũectives͕ incůƵdinŐ͕ imƉoƌƚanƚůǇ͕  cůimaƚe adaƉƚation͕ ǁŚicŚ is a cƌiticaů issƵe Ĩoƌ 
�anada and ǁŚicŚ ǁoƵůd ďeneĮƚ Ĩƌom ƚŚe ƚaǆonomǇ s͛ ďencŚmaƌŬinŐ ĨeaƚƵƌes͘ DanǇ ƚaǆonomies ŐůoďaůůǇ coveƌ 
mƵůtiƉůe oďũectives͘

Promoting Versatility in Use Cases: daǆonomǇ deveůoƉmenƚ sŚoƵůd ĨocƵs on cůassiĨǇinŐ ͞Őƌeen͟ and ͞ƚƌansition͟ 
activities Ĩoƌ ƚŚe ƉƵƌƉoses oĨ issƵinŐ Įnanciaů insƚƌƵmenƚs͕ incůƵdinŐ ďonds and ůoans͘ AůƚŚoƵŐŚ ƚŚe Ƶse case is 
oƌienƚed ƚoǁaƌds maƌŬeƚ ƉaƌticiƉanƚs͕ esƉeciaůůǇ invesƚoƌs͕ comƉanies and Įnanciaů inƚeƌmediaƌies͕ ƚŚis does 
noƚ mean ƚŚe ƚaǆonomǇ sŚoƵůd ďe conĮned ƚo ƚŚis sinŐůe Ƶse case͘ ^ince ƚŚe ƚaǆonomǇ seƚs cƌiƚeƌia ƚo assess 
ǁŚeƚŚeƌ an activiƚǇ is Őƌeen oƌ ƚƌansition͕ ƚŚe ƚaǆonomǇ can seƌve manǇ oƚŚeƌ Ƶse cases ;see daďůe Ϯ aďoveͿ and 
sŚoƵůd ďe deveůoƉed͕ as sƵcŚ͕ ƚo Ĩaciůiƚaƚe and Ɖƌomoƚe iƚs ďƌoadeƌ aƉƉůication͘    

Net-Zero Commitments and Reporting: dŚe comƉanǇ issƵinŐ Įnanciaů insƚƌƵmenƚs Ƶndeƌ ƚŚe ƚaǆonomǇ sŚoƵůd 
ďe ƌeƋƵiƌed ƚo commiƚ ƚo neƚ ǌeƌo ďǇ ϮϬϱϬ and ƚŚen ƉƵďůisŚ a coƌƌesƉondinŐ neƚͲǌeƌo ƚƌansition Ɖůan ǁiƚŚ 
scienceͲďased emissions ƚaƌŐeƚs͕ Ĩoůůoǁed ďǇ annƵaů ƉƌoŐƌess ƌeƉoƌtinŐ͘ ^ƉeciĮcaůůǇ͕  ƚŚe ƌeƋƵiƌemenƚs sŚoƵůd 
ďe ďased on emeƌŐinŐ domestic ƌeŐƵůaƚoƌǇ ƌeƋƵiƌemenƚs and inƚeƌnationaů sƚandaƌds and ďesƚ Ɖƌactices͘ dŚe 
comƉanǇ sŚoƵůd aůso discůose cůimaƚe ƌisŬs and oƉƉoƌƚƵnities ƚo invesƚoƌs and oƚŚeƌ sƚaŬeŚoůdeƌs in accoƌdance 
ǁiƚŚ ƚŚe dasŬ &oƌce on �ůimaƚeͲReůaƚed &inanciaů �iscůosƵƌes ;d�&�Ϳ and ĨoƌƚŚcominŐ �anadian ƌeŐƵůaƚoƌǇ 
ƌeƋƵiƌemenƚs and Őůoďaů sƵsƚainaďiůiƚǇ ƌeƉoƌtinŐ sƚandaƌds͘ /n ƚeƌms oĨ issƵance ƌeƉoƌtinŐ͕ ƚŚe ƚaǆonomǇ 
sŚoƵůd seƚ issƵance veƌiĮcation ƌeƋƵiƌemenƚs in ůine ǁiƚŚ cƵƌƌenƚ inƚeƌnationaů ďesƚ Ɖƌactices and͕ amonŐ ƚŚese͕ 
encoƵƌaŐe ƚŚe Ƶse oĨ ƚŚe ŚiŐŚeƌ sƚandaƌd oĨ ƚŚiƌdͲƉaƌƚǇ assƵƌance aƚ ďoƚŚ ƚŚe ƉƌeͲ and ƉosƚͲissƵance sƚaŐes͘

Rigorous Screening Criteria: 

• Objective, Science-Based: dŚe cƌiƚeƌia Ƶsed ƚo deƚeƌmine ǁŚeƚŚeƌ an activiƚǇ ƋƵaůiĮes as Őƌeen oƌ ƚƌansition 
Ƶndeƌ ƚŚe ƚaǆonomǇ sŚoƵůd ďe ďased on �anada͛s ƚƌansition ƉaƚŚǁaǇs and aůiŐned ǁiƚŚ ƚŚe Ĩedeƌaů 
Őoveƌnmenƚ s͛ �missions RedƵction Wůan and ƚŚe Őoaůs oĨ ƚŚe Waƌis AŐƌeemenƚ͕ incůƵdinŐ ƚƌǇinŐ ƚo ůimiƚ ƚŚe 
Őůoďaů aveƌaŐe ƚemƉeƌaƚƵƌe incƌease ƚo ϭ͘ϱ Σ� aďove ƉƌeͲindƵsƚƌiaů ůeveůs͘ dŚe cƌiƚeƌia sŚoƵůd ďe sƉeciĮc͕ 
cůeaƌůǇ deĮned and scienceͲďased͕ ƵsinŐ ƚŚƌesŚoůds ;noƚ ƉƌinciƉůesͿ ƚŚaƚ aƌe ƚecŚnoůoŐǇͲaŐnostic ƚo ƚŚe 
Őƌeaƚesƚ eǆƚenƚ Ɖossiďůe͘ dŚe cƌiƚeƌia and ƚŚƌesŚoůds sŚoƵůd ƌeƋƵiƌe ƚŚe ƌeƉoƌtinŐ oĨ sƚandaƌdiǌed meƚƌics 
and ƋƵaůiƚative inĨoƌmation͕ ǁŚicŚ ǁoƵůd esƚaďůisŚ cůeaƌ daƚa ƌeƋƵiƌemenƚs and sƵƉƉoƌƚ ƚŚe inƚƌaͲ and inƚeƌͲ
indƵsƚƌǇ comƉaƌaďiůiƚǇ oĨ ƚaǆonomǇ aůiŐnmenƚ and ƉosƚͲissƵance ƌeƉoƌtinŐ͘ 

• Adapt With Science and Innovation: dŚe domain oĨ cůimaƚe mitiŐation is evoůvinŐ ƌaƉidůǇ͕  and iƚ is imƉoƌƚanƚ 
ƚŚaƚ ƚŚe ƚaǆonomǇ ƌemains ƌeůevanƚ and ƵƉ ƚo daƚe͘ do ƚŚaƚ end͕ ƚŚe ƚaǆonomǇ sŚoƵůd ďe ƌevieǁed ƌeŐƵůaƌůǇ 
ƚo ensƵƌe ƚŚaƚ ƚŚe cƌiƚeƌia and oƚŚeƌ ƌeƋƵiƌemenƚs ƌeŇecƚ ƚŚe mosƚ ƌecenƚ cůimaƚe science͕ Őoveƌnmenƚ 
ƉoůicǇ and ƚecŚnoůoŐicaů and maƌŬeƚ innovations͘ &oƌ eǆamƉůe͕ ƚŚe �ƵƌoƉean �ommission is ƌeƋƵiƌed ƚo 
ƌevieǁ ƚŚe scƌeeninŐ cƌiƚeƌia oĨ ƚŚe �ƵƌoƉean hnion s͛ sƵsƚainaďůe Įnance ƚaǆonomǇ aƚ Ɖƌescƌiďed inƚeƌvaůs͕ 
nameůǇ aƚ ůeasƚ eveƌǇ ƚŚƌee Ǉeaƌs Ĩoƌ ƚƌansition activities and aƚ ůeasƚ eveƌǇ Įve Ǉeaƌs Ĩoƌ Őƌeen activities͘ /ƚ 
is anticiƉaƚed ƚŚaƚ͕ ƚŚƌoƵŐŚ ƚŚis Ɖƌocess͕ some activities ƚŚaƚ ǁeƌe ƉƌevioƵsůǇ consideƌed ƚaǆonomǇͲaůiŐned 
ǁoƵůd ůose ƚŚeiƌ eůiŐiďiůiƚǇ͕ as cƌiƚeƌia ďecomes moƌe sƚƌinŐenƚ oveƌ time͘ 



Taxonomy DesignPART TWO

Taxonomy Roadmap Report: Advice and Recommendations 26

• Process to Consider Ad Hoc Inclusion Requests: /n addition ƚo ƌeŐƵůaƌ ƌevieǁs͕ ƚŚe deveůoƉeƌs oĨ ƚŚe 
ƚaǆonomǇ sŚoƵůd consideƌ ƚŚe meƌiƚs oĨ a mecŚanism ƚŚaƚ ǁoƵůd aůůoǁ Ĩoƌ ƚŚe ƌevieǁ oĨ maƚeƌiaů ad Śoc 
ƌeƋƵesƚs Ĩƌom maƌŬeƚ ƉaƌticiƉanƚs ƚo scoƉe in oneͲoī activities͕ Ɖƌoũecƚs and asseƚs Ĩoƌ incůƵsion in ƚŚe 
ƚaǆonomǇ͘ As iƚ is diĸcƵůƚ ƚo seƚ cƌiƚeƌia ƚŚaƚ ǁoƵůd coveƌ aůů inƚended Őƌeen and ƚƌansition activities͕ a 
ƌevieǁ mecŚanism ǁoƵůd Ɖƌovide discƌetion ƚo Őƌanƚ ad Śoc ƌeƋƵesƚs͕ in ŬeeƉinŐ ǁiƚŚ ƚŚe ƚaǆonomǇ s͛ 
cůimaƚe oďũectives and cůimaƚe science͘            

“Do No Significant Harm” Principle: �ƌiƚeƌia sŚoƵůd ďe seƚ ƚo ƌeƋƵiƌe ƚaǆonomǇ Ƶseƌs ƚo scƌeen oƵƚ Őƌeen and 
ƚƌansition activities ďeinŐ consideƌed Ĩoƌ invesƚmenƚ iĨ ƚŚeǇ do siŐniĮcanƚ Śaƌm ƚo oƚŚeƌ �^' oďũectives ;e͘Ő͕͘ 
ƚo /ndiŐenoƵs ƌeconciůiation ;e͘Ő͕͘ consƚƌƵctinŐ a Őƌeen ŚǇdƌoŐenʹenaďůed ƉiƉeůine neƚǁoƌŬ in ƉƌoǆimiƚǇ ƚo 
/ndiŐenoƵs commƵnities aďsenƚ aƉƉƌoƉƌiaƚe consƵůƚationͬaƉƉƌovaůsͿ͕ ƚo cůimaƚe adaƉƚation ;e͘Ő͕͘ consƚƌƵctinŐ 
a soůaƌ Ĩaƌm in a Ɖƌoũecƚed ĨƵƚƵƌe Ňood ƉůainͿ oƌ ƚo ďiodiveƌsiƚǇ ;e͘Ő͕͘ ďƵiůdinŐ ǁind ƚƵƌďines in a ǁeƚůandͿ͘ dŚe 
oďũective is ƚo Ɖƌevenƚ mǇoƉic invesƚmenƚ Ɖƌocesses ǁŚeƌe ƚŚe oďũective oĨ cůimaƚe mitiŐation is advanced 
ǁiƚŚoƵƚ ƌeŐaƌd Ĩoƌ oƚŚeƌ imƉoƌƚanƚ oďũectives͘  

Global Interoperability: �anada sŚoƵůd seeŬ ƚo aůiŐn ƚŚe common ĨeaƚƵƌes and cƌiƚeƌia oĨ ƚŚe �anadian 
ƚaǆonomǇ ǁiƚŚ ƚŚe scienceͲďased ƚaǆonomies oĨ oƚŚeƌ maũoƌ ũƵƌisdictions͕ incůƵdinŐ͕ Ĩoƌ eǆamƉůe͕ ƚŚe �ƵƌoƉean 
hnion s͛ sƵsƚainaďůe Įnance ƚaǆonomǇ͘ A �anadian ƚaǆonomǇ ƚŚaƚ is comƉaƌaďůe and inƚeƌoƉeƌaďůe ǁiƚŚ oƚŚeƌ 
maũoƌ ƚaǆonomies ŐůoďaůůǇ ǁoƵůd Ɖƌomoƚe maƌŬeƚ conĮdence and ƌedƵce maƌŬeƚ ĨƌaŐmenƚation͘ /ƚ ǁoƵůd ďe 
aƩƌactive ƚo inƚeƌnationaů invesƚoƌs and Ɖƌomoƚe �anada as a destination Ĩoƌ Őƌeen and ƚƌansition invesƚmenƚ͘    

�Ϳ 'oveƌnance Dodeů 

�īective Őoveƌnance is cƌiticaů ƚo ƚŚe ůonŐͲƚeƌm sƵccess oĨ ƚŚe daǆonomǇ initiative͘ /n ŬeeƉinŐ ǁiƚŚ ƚŚe identiĮed 
eůemenƚs Ĩoƌ sƵccess͕ ƚŚe dd�' Śas soƵŐŚƚ ƚo deveůoƉ a Őoveƌnance modeů Ĩoƌ ƚŚe ƚaǆonomǇ ƚŚaƚ is ƚƌansƉaƌenƚ 
and ƌesƵůƚsͲoƌienƚed and ƚŚaƚ saĨeŐƵaƌds ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ iƚs cƌiƚeƌia͘ dŚe aim is ƚo Śave a modeů ƚŚaƚ 
ƌesƵůƚs in an oďũective͕ scienceͲďased ƚaǆonomǇ͕  issƵed in ƚŚe Ĩoƌm oĨ voůƵnƚaƌǇ ŐƵidance͕ ǁŚicŚ can ďe Ƶsed 
ƚo inĨoƌm a ƌanŐe oĨ Ƶse cases͕ ǁiƚŚ a Įƌsƚ ĨocƵs on cůassiĨǇinŐ eůiŐiďůe Őƌeen and ƚƌansition activities ƚo sƵƉƉoƌƚ 
issƵinŐ coƌƌesƉondinŐ Įnanciaů insƚƌƵmenƚs͘

dŚe modeů seƚ oƵƚ ďeůoǁ is ďased on ƚŚe ƚŚƌeeͲtieƌ Őoveƌnance ĨƌameǁoƌŬ ĨƌeƋƵenƚůǇ oďseƌved amonŐ Įnanciaů 
secƚoƌ sƚandaƌdͲseƫnŐ ďodies and ƚaǆonomǇ initiatives ŐůoďaůůǇ ;see Anneǆ ϭ Ĩoƌ eǆamƉůesͿ͕ ǁŚiůe ďeinŐ 
ƚaiůoƌed ƚo meeƚ ƚŚe distincƚ needs and ciƌcƵmsƚances oĨ �anada ;�iaŐƌam Ϯ ďeůoǁ Ɖƌovides a sƵmmaƌǇ oĨ ƚŚe 
Őoveƌnance modeůͿ͘ 'iven ƚŚe voůƵnƚaƌǇ naƚƵƌe oĨ ƚŚe ƚaǆonomǇ͕  ƚŚe Őoveƌnance modeů does noƚ conƚemƉůaƚe 
a comƉůiance ƌevieǁ and enĨoƌcemenƚ ĨƵnction͕ aůƚŚoƵŐŚ iƚs Ƶse maǇ ƵůtimaƚeůǇ inƚeƌsecƚ ǁiƚŚ Ĩedeƌaů and 
Ɖƌovinciaůs ůaǁs ;e͘Ő͕͘ issƵinŐ Įnanciaů insƚƌƵmenƚs Ƶndeƌ ƚŚe ƚaǆonomǇ ǁoƵůd ďe sƵďũecƚ ƚo Ɖƌovinciaů secƵƌities 
ůaǁs ƚŚaƚ aƌe adminisƚeƌed ďǇ Ɖƌovinciaů secƵƌities ƌeŐƵůaƚoƌs͕ ǁŚicŚ ƉůaǇ a comƉůiance and enĨoƌcemenƚ 
ĨƵnctionͿ͘

Recommendation 3

te ƌecommend ƚŚaƚ ƚŚe ƚaǆonomǇ ďe deveůoƉed͕ in ƚŚe Įƌsƚ insƚance͕ ƚo ĨocƵs on 
sƵƉƉoƌtinŐ cůimaƚe mitiŐation oďũectives and ďe consƚƌƵcƚed so ƚŚaƚ iƚ maǇ sƵƉƉoƌƚ mƵůtiƉůe Ƶse 
cases͘ dŚe ƚaǆonomǇ s͛ cƌiƚeƌia mƵsƚ ďe ƌiŐoƌoƵs͕ oďũective and ancŚoƌed in cůimaƚe science ƚo ďƵiůd 
and mainƚain inƚeƌnationaů cƌediďiůiƚǇ͘ dŚe cƌiƚeƌia mƵsƚ ďe ƌevieǁed and ƵƉdaƚed ƌeŐƵůaƌůǇ and 
sƵƉƉoƌƚ inƚeƌoƉeƌaďiůiƚǇ ǁiƚŚ oƚŚeƌ maũoƌ scienceͲďased ƚaǆonomies͘
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dŚe ƚŚƌeeͲtieƌ modeů ŐeneƌaůůǇ consisƚs oĨ͗ 

1. a ŚiŐŚͲůeveů ďodǇ ƚŚaƚ is accoƵnƚaďůe Ĩoƌ ƚŚe initiative and Ɖƌovides sƚƌaƚeŐic diƌection and oveƌsiŐŚƚ  
;dieƌ oneͿ͖ 

2. a ƚecŚnicaů cƵsƚodian ďodǇ ǁiƚŚ eǆƉeƌƚ and ƚecŚnicaů sƚaī ƚŚaƚ deveůoƉs ƚŚe sƚandaƌds and ƚecŚnicaů cƌiƚeƌia 
;dieƌ ƚǁoͿ͖ and

3. ƚecŚnicaů advisoƌǇ ŐƌoƵƉs comƉƌisinŐ indeƉendenƚ eǆƚeƌnaů eǆƉeƌƚs ƚŚaƚ sƵƉƉoƌƚ ƚŚe cƵsƚodian s͛ ƚecŚnicaů 
ǁoƌŬ͕ as ǁeůů as ĨoƌƵms and dƵe Ɖƌocess initiatives ƚo oďƚain sƚaŬeŚoůdeƌ ĨeedďacŬ on consƵůƚation dƌaŌs 
;dieƌ ƚŚƌeeͿ͘           

 
Tier One: Taxonomy Council  
Mandate
dŚe daǆonomǇ �oƵnciů ;͞�oƵnciů͟Ϳ ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ ƚŚe Őoveƌnance͕ sƚƌaƚeŐic diƌection and ƉeƌĨoƌmance 
oĨ ƚŚe daǆonomǇ initiative͘ /ƚ ǁoƵůd ďe ũoinƚůǇ Őoveƌned ďǇ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and �anada s͛ Įnanciaů secƚoƌ͕  
ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉation͘

dŚe �oƵnciů ǁoƵůd seƚ ƚŚe ŚiŐŚͲůeveů oďũectives͕ desiŐn ƉƌinciƉůes and Ɖƌioƌities Ĩoƌ ƚŚe deveůoƉmenƚ oĨ ƚŚe 
ƚaǆonomǇ͘ dŚe daǆonomǇ �Ƶsƚodian ;͞�Ƶsƚodian͟Ϳ͕ as ƚŚe cŚieĨ ƚecŚnicaů aƌcŚiƚecƚ oĨ ƚŚe ƚaǆonomǇ ;ƌoůe 
descƌiďed ďeůoǁͿ͕ ǁoƵůd deveůoƉ ƚaǆonomǇ ƉƌoƉosaůs in accoƌdance ǁiƚŚ ƚŚese Ɖaƌameƚeƌs and sƚƌaƚeŐic 
diƌection͘ dŚe �oƵnciů ǁoƵůd ƉeƌiodicaůůǇ enŐaŐe ǁiƚŚ ƚŚe Ĩedeƌaů EeƚͲ�eƌo AdvisoƌǇ �odǇ as an inƉƵƚ inƚo iƚs 
Ɖƌioƌities and ƉůanninŐ activities͘

dŚe �oƵnciů ǁoƵůd consideƌ Ĩoƌ aƉƉƌovaů aůů ƚaǆonomǇ ƉƌoƉosaůs sƵďmiƩed ƚo iƚ ďǇ ƚŚe �Ƶsƚodian Ĩoƌ ƉƵďůication͘ 
/n ƌevieǁinŐ a ƚaǆonomǇ ƉƌoƉosaů Ĩoƌ ƚŚe Įƌsƚ time͕ ƚŚe �oƵnciů coƵůd aƉƉƌove iƚ oƵƚƌiŐŚƚ oƌ send iƚ ďacŬ ƚo ƚŚe 
�Ƶsƚodian ǁiƚŚ ĨeedďacŬ Ĩoƌ ƌevision͘ /Ĩ ƚŚe ƉƌoƉosaů is noƚ aƉƉƌoved ďǇ ƚŚe �oƵnciů aŌeƌ ƌeconsideƌation͕ ƚŚe 
�oƵnciů ǁoƵůd Śave ƚŚe aƵƚŚoƌiƚǇ ƚo diƌecƚ ƚŚe �Ƶsƚodian ƚo maŬe ƌevisions ƚo ƚŚe ƚaǆonomǇ as ůonŐ as ƚŚese 
ƌevisions do noƚ Ƶndeƌmine ƚŚe scientiĮc inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ ;e͘Ő͕͘ ƚŚe ĨeedďacŬ coƵůd ďe ƌeůaƚed ƚo ƚŚe 
ƉƌacticaůiƚǇ oĨ ƵsaŐeͿ͘23 dŚe �oƵnciů͕ Ĩoƌ eǆamƉůe͕ coƵůd noƚ diƌecƚ ƚŚe ƌevision oĨ cƌiƚeƌia ƚo incůƵde a Ɖƌescƌiďed 
seƚ oĨ economic activities ǁŚeƌe ƚŚe scientiĮc evidence sƵŐŐesƚs ƚŚeǇ ǁoƵůd noƚ ďe consisƚenƚ ǁiƚŚ a ϭ͘ϱ Σ� 
ƚƌansition ƉaƚŚǁaǇ͘ do ƚŚe Őƌeaƚesƚ eǆƚenƚ Ɖossiďůe͕ iƚ is cƌiticaů ƚŚaƚ ƚŚe �oƵnciů noƚ inƚeƌĨeƌe ǁiƚŚ ƚŚe �Ƶsƚodian s͛ 
ƚecŚnicaů ĨƵnction͘ 

dŚe Ɖƌocess ƚo consideƌ and aƉƉƌove ƚaǆonomǇ ƉƌoƉosaůs ǁoƵůd ďe esƚaďůisŚed in Ĩoƌmaů votinŐ ƉƌocedƵƌes 
seƚ ďǇ ƚŚe �oƵnciů͘ hndeƌ ƚŚese ƉƌocedƵƌes͕ Ĩedeƌaů ƌeƉƌesenƚatives ǁoƵůd Śoůd a simƉůe maũoƌiƚǇ oĨ ƚŚe voƚes͕ 
ƌeŇectinŐ ƚŚe initiative s͛ ƉƵďůic inƚeƌesƚ dimension and Ĩoƌ cƌediďiůiƚǇ ƉƵƌƉoses ;esƉeciaůůǇ Ĩoƌ oƵƚside oďseƌveƌsͿ͘ 
hƉon esƚaďůisŚmenƚ͕ ƚŚe �oƵnciů ǁoƵůd convene an advisoƌǇ commiƩee oĨ eǆƚeƌnaů eǆƉeƌƚs ;e͘Ő͕͘ distinŐƵisŚed 
academics͕ ƌeseaƌcŚeƌsͿ ƚŚaƚ �oƵnciů memďeƌs coƵůd enŐaŐe ƚo sƵƉƉoƌƚ ƚŚeiƌ assessmenƚ oĨ ƚaǆonomǇ ƉƌoƉosaůs 
as ǁeůů as advise on oƚŚeƌ maƩeƌs ƌeůaƚed ƚo ƚŚeiƌ dƵties on ƚŚe �oƵnciů͘

dŚe �oƵnciů ǁoƵůd ƌevieǁ and aƉƉƌove ƚŚe ďƵsiness Ɖůan͕ ďƵdŐeƚ and oƚŚeƌ coƌƉoƌaƚe ƌeƉoƌtinŐ in ƌesƉecƚ oĨ ƚŚe 
�Ƶsƚodian and ƚŚe initiative moƌe ďƌoadůǇ͘ dŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe Įnanciaů secƚoƌ ǁoƵůd ďe ƌesƉonsiďůe 
Ĩoƌ ensƵƌinŐ ƚŚe initiative is adeƋƵaƚeůǇ ĨƵnded͕ ďoƚŚ aƚ sƚaƌƚͲƵƉ and oveƌ time͘ /n ƚŚis conƚeǆƚ͕ a ĨƵndinŐ modeů 

23 dŚe �oƵnciů͕ in iƚs ƌƵůes oĨ ƉƌocedƵƌe͕ ǁiůů seƚ ƚŚe nƵmďeƌ oĨ times a ƉƌoƉosaů can ďe ƌesƵďmiƩed ďǇ ƚŚe �Ƶsƚodian 
ďeĨoƌe ƚŚe �oƵnciů can diƌecƚ ƚŚe �Ƶsƚodian ƚo ƌevise ƚŚe ƉƌoƉosaů͘ dŚe ƌƵůes ǁoƵůd aůso ciƌcƵmscƌiďe ƚŚe Ƶse oĨ ƚŚis 
diƌective aƵƚŚoƌiƚǇ ďǇ ƚŚe �oƵnciů͘
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ǁŚeƌe ƚŚe ƉƌimaƌǇ ďeneĮciaƌies oĨ ƚŚe ƚaǆonomǇͶƚŚe Įnanciaů secƚoƌ͕  indƵsƚƌǇ and ŐoveƌnmenƚͶsŚaƌe iƚs cosƚs 
maǇ ďe aƉƉƌoƉƌiaƚe͘ dŚeƌe maǇ aůso ďe oƉƉoƌƚƵnities ƚŚaƚ coƵůd ďe eǆƉůoƌed in ƚŚe ĨƵƚƵƌe ƚo monetiǌe eůemenƚs 
oĨ ƚŚe ƚaǆonomǇ ǁoƌŬ ;e͘Ő͕͘ saůe oĨ ƚaǆonomǇͲƌeůaƚed ƉƵďůicationsͿ͘ 

dŚe �oƵnciů maǇ diƌecƚ ƚŚe �Ƶsƚodian ƚo ƵndeƌƚaŬe Ɖeƌiodic ƌevieǁs oĨ Įnanciaů insƚƌƵmenƚs issƵed Ƶndeƌ ƚŚe 
ƚaǆonomǇ ƚo identiĨǇ anǇ sǇsƚemic issƵes͘ dŚe �oƵnciů maǇ consideƌ ƚaŬinŐ actions aimed aƚ addƌessinŐ sǇsƚemic 
issƵes identiĮed dƵƌinŐ ƚŚese ƌevieǁs͕ incůƵdinŐ issƵinŐ a ƉƵďůic sƚaƚemenƚ oƌ ƌeĨeƌƌinŐ ƚŚe maƩeƌ ƚo ƚŚe 
aƉƉƌoƉƌiaƚe aƵƚŚoƌities͘  

Composition
dŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe ^&A� ;initiaůůǇͿ ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ seƫnŐ ƚŚe oveƌaƌcŚinŐ comƉosition oĨ 
ƚŚe �oƵnciů͕ and eacŚ ǁoƵůd aƉƉoinƚ iƚs ƌesƉective memďeƌs ƚo ƚŚe �oƵnciů͘ 

&edeƌaů ƌeƉƌesenƚation sŚoƵůd encomƉass ƚŚose deƉaƌƚmenƚs and aŐencies ǁŚose mandaƚes motivaƚe a diƌecƚ 
ƉoůicǇ andͬƌeŐƵůaƚoƌǇ inƚeƌesƚ in ƚŚe daǆonomǇ initiative͘ dŚis sŚoƵůd incůƵde͕ aƚ minimƵm͕ ƚŚe Kĸce oĨ ƚŚe 
^ƵƉeƌinƚendenƚ oĨ &inanciaů /nstiƚƵtions͕ ƚŚe �anŬ oĨ �anada͕ &inance �anada͕ �nviƌonmenƚ and �ůimaƚe �ŚanŐe 
�anada and EaƚƵƌaů ResoƵƌces �anada͘ &edeƌaů ƌeƉƌesenƚation sŚoƵůd ďe Ɖeƌmanenƚ and assiŐned ƚo senioƌͲůeveů 
Ɖositions ;noƚ sƉeciĮc individƵaůsͿ ǁiƚŚin ƉaƌticiƉatinŐ Ĩedeƌaů deƉaƌƚmenƚs and aŐencies͘  

&inanciaů secƚoƌ ƌeƉƌesenƚation sŚoƵůd encomƉass eacŚ oĨ ƚŚe maũoƌ seŐmenƚs oĨ �anada s͛ Įnanciaů secƚoƌ͕  
nameůǇ deƉosiƚͲƚaŬinŐ instiƚƵtions͕ insƵƌance comƉanies and Ɖension ĨƵnds ;coƌe Įnanciaů secƚoƌ Ƶseƌs oĨ ƚŚe 
ƚaǆonomǇͿ͘ &inanciaů secƚoƌ ƌeƉƌesenƚation ǁoƵůd ďe assiŐned ƚo senioƌ eǆecƵtives͕ seůecƚed͕ in ƚŚe Įƌsƚ insƚance͕ 
ďǇ ƚŚe ^&A� ƚo ƌeƉƌesenƚ ƚŚe inƚeƌesƚs oĨ ƚŚeiƌ desiŐnaƚed Įnanciaů secƚoƌ seŐmenƚ͕ and ƚŚe ƚeƌm ǁoƵůd ďe oĨ a 
Įǆed dƵƌation ;e͘Ő͕͘ ĨoƵƌ ǇeaƌsͿ͘ As Įnanciaů secƚoƌ ƌeƉƌesenƚation ǁoƵůd ƌoƚaƚe oveƌ time͕ ƚŚe �oƵnciů ǁoƵůd ďe 
eǆƉecƚed ƚo seƚ ƉƌocedƵƌes Ĩoƌ nominatinŐ and aƉƉointinŐ neǁ Įnanciaů secƚoƌ ƌeƉƌesenƚatives ;e͘Ő͕͘ cƌeaƚe a 
commiƩee ƚo identiĨǇ and nominaƚe neǁ Įnanciaů secƚoƌ ƌeƉƌesenƚatives Ĩoƌ �oƵnciů aƉƉƌovaůͿ͘ 

dŚe �oƵnciů ǁoƵůd ďeneĮƚ Ĩƌom ƚŚe ƌeƉƌesenƚation oĨ Ɖƌovinciaů Őoveƌnmenƚs͕ ƚo Ɖƌomoƚe ƚŚe deveůoƉmenƚ 
and imƉůemenƚation oĨ a �anadian ƚaǆonomǇ in a manneƌ ƚŚaƚ is mindĨƵů oĨ Ɖƌovinciaů consideƌations͕ incůƵdinŐ 
cůimaƚe and ƚƌansition Ɖoůicies and ƌesoƵƌce deveůoƉmenƚ͘ /ƚ ǁoƵůd aůso cƌƵciaůůǇ ďeneĮƚ Ĩƌom /ndiŐenoƵs 
ƌeƉƌesenƚation Őiven ƚŚe ƚaǆonomǇ s͛ Ɖoƚentiaů imƉacƚ on ƚŚe economies and inƚeƌesƚs oĨ /ndiŐenoƵs WeoƉůes͘ 
dŚe inƚended oƵƚcome ǁoƵůd ďe Ĩoƌ aůů asƉecƚs oĨ ƚŚe daǆonomǇ initiative ƚo comƉůǇ ǁiƚŚ ƚŚe hniƚed Eations 
�ĞĐůĂƌĂƟŽŶ�ŽŶ�ƚŚĞ�ZŝŐŚƚƐ�ŽĨ�/ŶĚŝŐĞŶŽƵƐ�WĞŽƉůĞƐ��Đƚ͘24 Wƌioƌ ƚo ĮnaůiǌinŐ ƚŚe Őoveƌnance modeů͕ ƚŚe Ĩedeƌaů 
government should engage with provincial governments and Indigenous rightsholders and leadership to 
deƚeƌmine Śoǁ ƚŚeǇ ǁisŚ ƚo ƉaƌticiƉaƚe and ďe ƌeƉƌesenƚed on ƚŚe �oƵnciů͘  

Tier Two: Taxonomy Custodian
dŚe �Ƶsƚodian ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ caƌƌǇinŐ oƵƚ ƚŚe ƚecŚnicaů ǁoƌŬ ƚo deveůoƉ ƚaǆonomǇ ƉƌoƉosaůs Ĩoƌ 
ƚŚe �oƵnciů s͛ aƉƉƌovaů͘ dŚe ƉƌoƉosaůs mƵsƚ ďe condƵcƚed in accoƌdance ǁiƚŚ ƚŚe ŚiŐŚͲůeveů oďũectives͕ desiŐn 
ƉƌinciƉůes and Ɖƌioƌities seƚ ďǇ ƚŚe �oƵnciů͘ 

24  dŚis Acƚ ďecame ůaǁ in :Ƶne ϮϬϮϭ͕ ǁŚicŚ ƌeƋƵiƌes ƚŚe Ĩedeƌaů Őoveƌnmenƚ ƚo ƚaŬe aůů measƵƌes necessaƌǇ ƚo ensƵƌe 
ƚŚe ůaǁs oĨ �anada aƌe consisƚenƚ ǁiƚŚ hE�R/W͘  Aƌticůe ϭϴ oĨ hE�R/W sƚaƚes ƚŚaƚ ͞΀i΁ndiŐenoƵs ƉeoƉůes Śave ƚŚe ƌiŐŚƚ ƚo 
ƉaƌticiƉaƚe in decisionͲmaŬinŐ in maƩeƌs ǁŚicŚ ǁoƵůd aīecƚ ƚŚeiƌ ƌiŐŚƚs͕ ƚŚƌoƵŐŚ ƌeƉƌesenƚatives cŚosen ďǇ ƚŚemseůves 
in accoƌdance ǁiƚŚ ƚŚeiƌ oǁn ƉƌocedƵƌes͕ as ǁeůů as ƚo mainƚain and deveůoƉ ƚŚeiƌ oǁn indiŐenoƵs decisionͲmaŬinŐ 
instiƚƵtions͕͟  and Aƌticůe ϭϵ indicaƚes ƚŚaƚ ͞΀s΁ƚaƚes sŚaůů consƵůƚ and cooƉeƌaƚe in Őood ĨaiƚŚ ǁiƚŚ ƚŚe indiŐenoƵs ƉeoƉůes 
conceƌned ƚŚƌoƵŐŚ ƚŚeiƌ oǁn ƌeƉƌesenƚative instiƚƵtions in oƌdeƌ ƚo oďƚain ƚŚeiƌ Ĩƌee͕ Ɖƌioƌ and inĨoƌmed consenƚ ďeĨoƌe 
adoƉtinŐ and imƉůementinŐ ůeŐisůative oƌ adminisƚƌative measƵƌes ƚŚaƚ maǇ aīecƚ ƚŚem͘͟

https://www.un.org/esa/socdev/unpfii/documents/DRIPS_en.pdf
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dŚe �Ƶsƚodian sŚoƵůd ďe esƚaďůisŚed ǁiƚŚin an indeƉendenƚ͕ nonͲƉaƌtisan oƌŐaniǌation͕ ƚo Śave some ƉƌeͲ
esƚaďůisŚed seƉaƌation Ĩƌom Őoveƌnmenƚs͕ ƚŚe Įnanciaů secƚoƌ and oƚŚeƌ inƚeƌesƚs͘ dŚe �Ƶsƚodian sŚoƵůd Śave 
eǆƉeƌtise in cůimaƚe cŚanŐe and ƚŚe enviƌonmenƚ͕ as ǁeůů as an esƚaďůisŚed neƚǁoƌŬ oĨ eǆƉeƌƚs in ƚaǆonomǇͲ
ƌeůevanƚ aƌeas͕ ǁŚicŚ coƵůd ďe enŐaŐed Ĩoƌ ƌeseaƌcŚ and advice ƉƵƌƉoses and as Ɖoƚentiaů ƉaƌticiƉanƚs on 
ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs ƚo sƵƉƉoƌƚ ƚaǆonomǇ deveůoƉmenƚ ;discƵssed ďeůoǁͿ͘   

dŚe �Ƶsƚodian ǁoƵůd ŚoƵse ƚŚe ƚaǆonomǇ s͛ manaŐemenƚ and ƚecŚnicaů sƚaī͕ aƚ ůeveůs in ŬeeƉinŐ ǁiƚŚ ƚŚe 
scoƉe oĨ ƚŚe eǆeƌcise and ĨƵndinŐ ůeveůs͕ as seƚ ďǇ ƚŚe �oƵnciů͘ dŚe sƚaī ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ ůeadinŐ 
ƚŚe deveůoƉmenƚ oĨ ƚŚe ƚaǆonomǇ aƌcŚiƚecƚƵƌe ;sƚƌƵcƚƵƌe͕ conƚenƚ Ɖƌesenƚation͕ meƚŚodoůoŐiesͿ as ǁeůů as 
deveůoƉinŐ ƚŚe ƚecŚnicaů cƌiƚeƌia͘ dŚis ǁoƵůd invoůve ǁoƌŬ ƉůanninŐ and ƉƌioƌiƚǇ seƫnŐ and esƚaďůisŚinŐ ƚŚe 
ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs oĨ eǆƉeƌƚs needed ƚo sƵƉƉoƌƚ ƚŚe ƚaǆonomǇ ǁoƌŬ͕ ďased on an Ƶndeƌsƚood aƉƉƌoacŚ 
esƚaďůisŚed ǁiƚŚ ƚŚe �oƵnciů͘ dŚe �Ƶsƚodian ǁoƵůd seƚ an inƚeƌnaů Ɖƌocess͕ acceƉƚaďůe ƚo ƚŚe �oƵnciů͕ Ĩoƌ ƚŚe 
ƌevieǁ oĨ dƌaŌ ƚaǆonomǇ ƉƌoƉosaůs ďeĨoƌe ƚŚeǇ aƌe ƌeůeased Ĩoƌ ƉƵďůic consƵůƚation and sƵďseƋƵenƚůǇ sƵďmiƩed 
ƚo ƚŚe �oƵnciů Ĩoƌ aƉƉƌovaů͘ &oůůoǁinŐ ƚŚe ƚaǆonomǇ s͛ ƉƵďůication͕ ƚŚe �Ƶsƚodian ǁoƵůd ůead eīoƌƚs ƚo deveůoƉ 
ŐƵidance and edƵcaƚe sƚaŬeŚoůdeƌs on ƚŚe ƚaǆonomǇ s͛ conƚenƚ͕ as ǁeůů as esƚaďůisŚ a seƌvice deůiveƌǇ ĨƵnction ƚo 
ƌesƉond ƚo ĨeedďacŬ and ƚecŚnicaů inƋƵiƌies͘  

dŚe �Ƶsƚodian ǁoƵůd esƚaďůisŚ a Ɖƌocess ƚo ƌeŐƵůaƌůǇ ƌevieǁ and ƵƉdaƚe ƚŚe ƚecŚnicaů cƌiƚeƌia ƚo ƌeŇecƚ ƚŚe 
mosƚ ƌecenƚ cůimaƚe science͕ Őoveƌnmenƚ ƉoůicǇ and ƚecŚnoůoŐicaů and maƌŬeƚ innovations͘ /ƚ ǁoƵůd aůso 
esƚaďůisŚ a Ĩoƌmaů Ɖƌocess ƚo consideƌ maƚeƌiaů ad Śoc ƌeƋƵesƚs Ĩƌom maƌŬeƚ ƉaƌticiƉanƚs ƚo scoƉe in oneͲoī 
activities͕ Ɖƌoũecƚs and asseƚs Ĩoƌ incůƵsion͕ ůimiƚed ƚo ƚŚose ƚŚaƚ ƌeŇecƚ ƚŚe ƚaǆonomǇ s͛ cůimaƚe oďũectives and 
aƌe in ŬeeƉinŐ ǁiƚŚ cůimaƚe science͘ dŚe �oƵnciů ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ aƉƉƌovinŐ cŚanŐes ƚo ƚŚe cƌiƚeƌia and 
ŐƌantinŐ ad Śoc ƌeƋƵesƚs͕ on ƚŚe advice and ƌecommendation oĨ ƚŚe �Ƶsƚodian͘

Tier Three: 
Technical Working Groups
dŚe �Ƶsƚodian ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ conveninŐ ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs ƚŚaƚ ǁoƵůd sƵƉƉoƌƚ ƚŚe 
deveůoƉmenƚ oĨ ƚecŚnicaů cƌiƚeƌia ƚŚaƚ aƌe scientiĮcaůůǇ ƌoďƵsƚ͕ cƌediďůe and Ƶsaďůe͘ toƌŬinŐ ŐƌoƵƉs maǇ ďe 
Ɖeƌmanenƚ oƌ oĨ Įǆed dƵƌation and ǁoƵůd comƉƌise ƚŚe ƌiŐŚƚ miǆ oĨ indƵsƚƌǇ͕  academics and sƵďũecƚ maƩeƌ 
eǆƉeƌƚs͘ dŚe ǁoƌŬinŐ ŐƌoƵƉs maǇ ďe oƌŐaniǌed ďǇ secƚoƌ ;e͘Ő͕͘ oiů and Őas͕ mininŐͿ͕ ƚoƉicͬƚŚeme ;e͘Ő͕͘ cůean 
ƚecŚnoůoŐǇͿ andͬoƌ ďǇ sƚaŬeŚoůdeƌ ŐƌoƵƉ ;e͘Ő͕͘ /ndiŐenoƵs maƩeƌsͿ͘ dŚe ǁoƌŬinŐ ŐƌoƵƉs͛ ƚeƌms oĨ ƌeĨeƌence and 
comƉosition sŚoƵůd aim ƚo aƉƉƌoƉƌiaƚeůǇ ďaůance ƌiŐoƵƌ and eĸciencǇ͘          

Stakeholder Advisory Forum
dŚe �Ƶsƚodian ǁoƵůd esƚaďůisŚ a ^ƚaŬeŚoůdeƌ AdvisoƌǇ &oƌƵm ;͞&oƌƵm͟Ϳ comƉƌisinŐ sƚaŬeŚoůdeƌs aīecƚed ďǇ ƚŚe 
daǆonomǇ initiative͕ sƵcŚ as enviƌonmenƚaů noƚͲĨoƌ ƉƌoĮƚ oƌŐaniǌations͕ cůimaƚe advocaƚes and ũƵsƚ ƚƌansition 
sƚaŬeŚoůdeƌs ;e͘Ő͕͘ indƵsƚƌies͕ ǁoƌŬeƌs and commƵnitiesͿ͘ /n seƫnŐ ƚŚe comƉosition͕ ƚŚe �Ƶsƚodian sŚoƵůd seeŬ 
ƚo esƚaďůisŚ a ďƌoadůǇ ƌeƉƌesenƚative &oƌƵm͘  

dŚe &oƌƵm ǁoƵůd Ɖƌovide an oƉƉoƌƚƵniƚǇ Ĩoƌ ƚŚe �Ƶsƚodian ƚo ƵƉdaƚe sƚaŬeŚoůdeƌs on ƚŚe sƚaƚƵs and Ɖƌioƌities 
oĨ ƚŚe daǆonomǇ initiative͘ /ƚ ǁoƵůd ďe Ƶsed ƚo inviƚe ĨeedďacŬ on consƵůƚation dƌaŌs as ǁeůů as ƚo discƵss 
maƩeƌs ƌeůaƚed ƚo ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ ;e͘Ő͕͘ ŐƌeenǁasŚinŐ͕ ͞do no siŐniĮcanƚ Śaƌm͟ ƉƌinciƉůeͿ͘ 
dŚe &oƌƵm ǁoƵůd noƚ ďe meanƚ as a ďodǇ ƚo deveůoƉ ƚecŚnicaů cƌiƚeƌia ;ƚŚis is ƚŚe ƌoůe oĨ ƚŚe ƚecŚnicaů ǁoƌŬinŐ 
ŐƌoƵƉs aďoveͿ͕ ďƵƚ ƌaƚŚeƌ ƚo ensƵƌe ƚŚaƚ ƚŚose aīecƚed ďǇ ƚŚe ƚaǆonomǇ Śave an oƉƉoƌƚƵniƚǇ ƚo enŐaŐe ǁiƚŚ ƚŚe 
�Ƶsƚodian in a dedicaƚed ĨoƌƵm aƚ Ɖƌescƌiďed inƚeƌvaůs͘ 



Taxonomy DesignPART TWO

Taxonomy Roadmap Report: Advice and Recommendations 30

Diagram 2: Overview of the Proposed Taxonomy Governance Model

Taxonomy Council

• ResƉonsiďůe Ĩoƌ Őoveƌnance͕ sƚƌaƚeŐic diƌection and ƉeƌĨoƌmance oĨ ƚŚe 
ƚaǆonomǇ initiative 

• ^eƚs ŚiŐŚͲůeveů oďũectives͕ desiŐn ƉƌinciƉůes and Ɖƌioƌities ƚo ǁŚicŚ ƚŚe 
�Ƶsƚodian mƵsƚ comƉůǇ

• �onsideƌs and aƉƉƌoves ƚŚe �Ƶsƚodian s͛ ƚaǆonomǇ ƉƌoƉosaůs

• �omƉosition͗ ϭͿ Ĩedeƌaů Őoveƌnmenƚ and oĸciaů secƚoƌ ƌeƉƌesenƚatives͕ 
Ɖƌovinciaů Őoveƌnmenƚs and oĸciaů secƚoƌ ƌeƉƌesenƚatives͕ and 
/ndiŐenoƵs ƌiŐŚƚsŚoůdeƌs and ůeadeƌsŚiƉ͖ ϮͿ Įnanciaů secƚoƌ͗ ďanŬinŐ͕ 
insƵƌance͕ Ɖension ĨƵnds

Net-Zero Advisory 
Body 

To be consulted 
ƉeƌiodicaůůǇ as an 
inƉƵƚ ƚo ƚŚe �oƵnciů s͛ 
Ɖƌioƌities and ƉůanninŐ 
activities

Taxonomy Custodian

• �eveůoƉs ƚaǆonomǇ ƉƌoƉosaůs ;ĨƌameǁoƌŬͬcƌiƚeƌiaͿ Ĩoƌ �oƵnciů 
approval 

• �eveůoƉs and eǆecƵƚes cƌiticaů ƉaƚŚͬǁoƌŬ Ɖůans͖ convenes ƌiŐŚƚ 
eǆƉeƌtise͕ incůƵdinŐ ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs͕ ƚo eǆecƵƚe on time and 
ǁiƚŚin ďƵdŐeƚ͖ ůeads consƵůƚation on ƉƌoƉosaůs 

• ,oƵsed ǁiƚŚin indeƉendenƚ͕ nonͲƉaƌtisan oƌŐaniǌation͖ manaŐemenƚ 
ƚeam ǁiƚŚ ƚecŚnicaů and sƵƉƉoƌƚ sƚaī ;sƚƌonŐ cůimaƚe and 
enviƌonmenƚaů eǆƉeƌtise͕ ǁiƚŚ eǆƉeƌƚ neƚǁoƌŬͿ

Technical Working Groups 

• 'ƌoƵƉinŐs oĨ ƚŚe ƌiŐŚƚ miǆ oĨ eǆƉeƌƚs 
;indƵsƚƌǇ͕  academics and sƵďũecƚ maƩeƌ 
eǆƉeƌƚsͿ ƚo advance deƚaiůed͕ secƚoƌͲďased 
ƚecŚnicaů ƚaǆonomǇ ǁoƌŬ

• �ǆƉeƌƚs͗ secƚoƌͲsƉeciĮc ;e͘Ő͕͘ mininŐͿ͕ 
sƚaŬeŚoůdeƌͲsƉeciĮc ;e͘Ő͕͘ /ndiŐenoƵsͿ͕ 
ƚoƉicͲsƉeciĮc ;e͘Ő͕͘ cůimaƚe scienceͿ

Stakeholder Advisory Forum 

• RoƵndƚaďůes ǁiƚŚ �anadian cůimaƚe 
sƚaŬeŚoůdeƌs aīecƚed ďǇ ƚaǆonomǇ͖ ďƌoad 
comƉosition ƚo ďe seƚ ďǇ ƚŚe �Ƶsƚodian  

• RoƵndƚaďůes ƚo Ɖƌovide ƵƉdaƚes on ƚaǆonomǇ 
ǁoƌŬ and Ĩoƌ sƚaŬeŚoůdeƌs ƚo Ɖƌovide vieǁs on 
consƵůƚation dƌaŌs and imƉůemenƚation issƵes

Recommendation 4

te ƌecommend ƚŚe imƉůemenƚation oĨ a ƚŚƌeeͲtieƌ Őoveƌnance modeů͕ ǁiƚŚ a  
daǆonomǇ �oƵnciů ;dieƌ oneͿͶũoinƚůǇ Őoveƌned ďǇ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and Įnanciaů 
secƚoƌ͕  ǁiƚŚ sƚƌonŐ Ɖƌovinciaů and /ndiŐenoƵs ƉaƌticiƉationͶƌesƉonsiďůe Ĩoƌ ƚŚe oveƌaůů sƚƌaƚeŐic 
diƌection͕ desiŐn and ĨƵndinŐ oĨ ƚŚe initiative͖ a �Ƶsƚodian ;dieƌ ƚǁoͿ ƚŚaƚ deveůoƉs ƚŚe ƚaǆonomǇ 
ƉƌoƉosaůs and ƚecŚnicaů cƌiƚeƌia͖ and͕ ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs and a ^ƚaŬeŚoůdeƌ AdvisoƌǇ &oƌƵm 
;dieƌ ƚŚƌeeͿ ƚŚaƚ Ɖƌovide eǆƉeƌƚ inƉƵƚ ƚo ƚŚe �Ƶsƚodian in sƵƉƉoƌƚ oĨ ƚŚe deveůoƉmenƚ oĨ ƚŚe 
ƚaǆonomǇ͘
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�Ϳ &ƌameǁoƌŬ AƌcŚiƚecƚƵƌe 

dŚis section descƌiďes ƚŚe ƌecommended ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe ƚo ŐƵide ƚŚe deveůoƉmenƚ oĨ ƚŚe �anadian 
Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͘ /ƚ seƚs oƵƚ ƚŚe oďũectives oĨ ƚŚe ƚaǆonomǇ and discƵsses ƚŚe Őeneƌaů and 
sƉeciĮc ƌeƋƵiƌemenƚs ƚŚaƚ mƵsƚ ďe meƚ ďǇ comƉanies ƚo issƵe Őƌeen andͬoƌ ƚƌansition Įnanciaů insƚƌƵmenƚs 
Ƶndeƌ ƚŚe ƚaǆonomǇ͘ /ƚ can aůso ďe Ƶsed ƚo cůassiĨǇ ďonds͕ eƋƵiƚǇ and ůoans Śeůd in a Ɖoƌƞoůio͘ dŚe �anadian 
�ůimaƚe /nstiƚƵƚe deveůoƉed ƚŚe ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe ďased on iƚs ƌeseaƌcŚ on domestic neƚͲǌeƌo ƉaƚŚǁaǇs 
and ƚŚe imƉůications Ĩoƌ �anada oĨ Őůoďaů ůoǁ caƌďon sŚiŌs͘  

dŚe Őeneƌaů ƌeƋƵiƌemenƚs deaů ǁiƚŚ ƚŚe ƉƌeƉaƌation oĨ comƉanǇͲůeveů ƚƌansition Ɖůans and cůimaƚe discůosƵƌe ƚo 
ensƵƌe ƚŚaƚ ĮnancinŐ Ƶndeƌ ƚŚe ƚaǆonomǇ is sƵƉƉoƌtinŐ cƌediďůe ƚƌansitions͘ dŚe sƉeciĮc ƌeƋƵiƌemenƚs ƚŚen seƚ 
oƵƚ a mƵůtiͲsƚeƉ Ɖƌocess ƚo evaůƵaƚe ǁŚeƚŚeƌ Ɖƌoũecƚs aƌe ƚaǆonomǇͲeůiŐiďůe and do no siŐniĮcanƚ Śaƌm ƚo oƚŚeƌ 
�^' oďũectives͘

do sƵƉƉoƌƚ inƚeƌoƉeƌaďiůiƚǇ͕  ƚŚe ƚaǆonomǇ ďƵiůds on aƉƉƌoacŚes Ƶsed in oƚŚeƌ coƵnƚƌies ǁŚiůe incoƌƉoƌatinŐ neǁ 
eůemenƚs and ƚŚinŬinŐ ďased on ƚŚe ƵniƋƵe aƩƌiďƵƚes oĨ ƚŚe �anadian economǇ and ƚŚe ƉaƚŚǁaǇ ƚo acŚievinŐ 
neƚͲǌeƌo emissions ďǇ midͲcenƚƵƌǇ͘ AůƚŚoƵŐŚ ƚŚe section ĨocƵses on a sinŐůe Ƶse case ;i͘e͕͘ sƚandaƌds Ĩoƌ issƵinŐ 
Őƌeen and ƚƌansition Įnanciaů insƚƌƵmenƚsͿ͕ ƚŚe inƚention is Ĩoƌ ƚŚe ĨƌameǁoƌŬ ƚo sƵƉƉoƌƚ oƚŚeƌ ƉƵďůic and 
Ɖƌivaƚe secƚoƌ Ƶse cases ;e͘Ő͕͘ neƚͲǌeƌo ƚƌansition ƉůanninŐ͕ cůimaƚe discůosƵƌeͿ͘

dŚe ĨƌameǁoƌŬͶƚŚe cƌiƚeƌia͕ meƚƌics and ƚŚƌesŚoůdsͶis meanƚ ƚo Ɖƌovide a sƚƌonŐ ĨoƵndation ƵƉon ǁŚicŚ ƚo 
advance �anada s͛ ƚaǆonomǇ aŐenda͘ /ƚ sŚoƵůd͕ Śoǁeveƌ͕  noƚ ďe inƚeƌƉƌeƚed as Įnaů͕ ďƵƚ as an inĨoƌmed sƚaƌtinŐ 
Ɖoinƚ Ĩoƌ additionaů ƌeseaƌcŚ͕ consƵůƚation and ƌeĮnemenƚ as ƚŚe initiative ƉƌoŐƌesses͘ 

Objectives
dŚe ƚaǆonomǇ ĨƌameǁoƌŬ is inƚended ƚo ŐƵide ƚŚe issƵance oĨ Őƌeen and ƚƌansition Įnanciaů insƚƌƵmenƚs ƚŚaƚ 
aƌe consisƚenƚ ǁiƚŚ �anada s͛ Őoaů oĨ acŚievinŐ neƚͲǌeƌo emissions ďǇ ϮϬϱϬ͕ aůonŐ ǁiƚŚ ƚŚe inƚeƌim emissions 
ƌedƵction miůesƚones ƌeƋƵiƌed ƚo acŚieve ƚŚis Őoaů͘ Doƌe ďƌoadůǇ͕  ƚŚe ĨƌameǁoƌŬ is desiŐned ƚo ďe consisƚenƚ 
ǁiƚŚ ƚŚe WaƌisͲaůiŐned Őůoďaů commiƚmenƚ ƚo ŬeeƉ Őůoďaů ƚemƉeƌaƚƵƌe ƌise ƚo ďeůoǁ ϭ͘ϱ Σ� ;ďased on ƉƌeͲ
industrial levels).25 

dŚe ĨƌameǁoƌŬ addƌesses ƚŚe entiƌe ůiĨecǇcůe oĨ ŐƌeenŚoƵse Őas ;','Ϳ emissions associaƚed ǁiƚŚ economic 
activities͕ incůƵdinŐ scoƉe ϭ͕ Ϯ and ϯ emissions ;see �oǆ ϯͿ͘ ^coƉe ϯ emissions aƌe noƚ Ɖaƌƚ oĨ �anada s͛ Ĩedeƌaů 
emissions ƌedƵction ƚaƌŐeƚs͕ ďƵƚ ƚŚeǇ mƵsƚ ĨeaƚƵƌe ƉƌominenƚůǇ in ƚŚe ƚaǆonomǇ ďecaƵse ƚŚeǇ aƌe a cƌiticaů 
ƚƌansition issƵe Ĩoƌ �anada s͛ Įnanciaů secƚoƌ ;Įnanced emissionsͿ as ǁeůů as oƚŚeƌ secƚoƌs͕ incůƵdinŐ oiů and Őas 
;emissions Ĩƌom ƚŚiƌdͲƉaƌƚǇ Ƶse oƌ consƵmƉtionͿ͘ 

25 ^&A� ƌecoŐniǌes ƚŚaƚ ƚŚeƌe maǇ ďe inconsisƚencies ďeƚǁeen ƚŚe emissions ƌedƵction ƚaƌŐeƚs esƚaďůisŚed ďǇ 
�anadian Őoveƌnmenƚs and ƚŚe Őůoďaů cůimaƚe ƚaƌŐeƚ oĨ ŬeeƉinŐ emissions ǁeůů ďeůoǁ ϭ͘ϱ Σ� ;ƌeůative ƚo ƉƌeͲindƵsƚƌiaů 
ůeveůsͿ͘ /n iƚs desiŐn and aƉƉůication͕ ƚŚe ƚaǆonomǇ sŚoƵůd eƌƌ on ƚŚe side oĨ ƚŚe mosƚ ƌoďƵsƚ and scientiĮcaůůǇͲŐƌoƵnded 
emissions targets.
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Box 3: Use of emission ‘scopes’ in the taxonomy

',' emissions aƌe caƚeŐoƌiǌed inƚo ƚŚƌee scoƉes ďǇ ƚŚe ',' Wƌoƚocoů͕ ǁŚicŚ Ɖƌovides ƚŚe mosƚ ǁideůǇ 
Ƶsed sƚandaƌds Ĩoƌ caƌďon accoƵntinŐ͘ ^coƉe ϭ emissions aƌe diƌecƚ emissions ƚŚaƚ occƵƌ Ĩƌom oǁned oƌ 
conƚƌoůůed soƵƌces͘ ^coƉe Ϯ emissions aƌe indiƌecƚ emissions ƚŚaƚ occƵƌ Ĩƌom ƚŚe Őeneƌation oĨ ƉƵƌcŚased 
eneƌŐǇ͘ ^coƉe ϯ emissions aƌe indiƌecƚ emissions oƵƚside oĨ scoƉe Ϯ ƚŚaƚ occƵƌ in ƚŚe vaůƵe cŚain oĨ ƚŚe 
ƌeƉoƌtinŐ entiƚǇ͕  incůƵdinŐ ďoƚŚ ƵƉsƚƌeam and doǁnsƚƌeam emissions͘

dŚe ƚaǆonomǇ ĨƌameǁoƌŬ incůƵdes aůů ƚŚƌee scoƉes͘ tŚiůe mosƚ Ĩedeƌaů and Ɖƌovinciaů mitiŐation ƚaƌŐeƚs 
and Ɖoůicies do noƚ incůƵde scoƉe ϯ emissions͕ iƚ is an incƌeasinŐůǇ imƉoƌƚanƚ Ɖaƌƚ oĨ ƵndeƌsƚandinŐ 
ƚƌansition ƌisŬ͘ &oƌ eǆamƉůe͕ indƵsƚƌies ǁŚose ƉƌodƵcƚs Őeneƌaƚe siŐniĮcanƚ doǁnsƚƌeam ;scoƉe ϯͿ 
emissions are vulnerable to declining product demand as climate policies become more stringent and 
place carbon constraints on consumers. 

^coƉe ϯ emissions aƌe an imƉoƌƚanƚ issƵe Ĩoƌ Įnanciaů instiƚƵtions͕ as ƚŚeǇ encomƉass ƚŚe emissions in 
ƚŚeiƌ ůendinŐ and invesƚmenƚ Ɖoƌƞoůios ;i͘e͕͘ Įnanced emissionsͿ͘ As a ƌeŇection oĨ ƚŚeiƌ imƉoƌƚance͕ 
'&AE� ƌeƋƵiƌes memďeƌs ƚo ƌeƉoƌƚ on aůů ƚŚƌee emissions caƚeŐoƌies͘ ^coƉe ϯ emissions aƌe aůso a maũoƌ 
Ĩocaů Ɖoinƚ in Őůoďaů eīoƌƚs ƚo imƉƌove cůimaƚeͲƌeůaƚed discůosƵƌes͕ ƉaƌticƵůaƌůǇ in Őůoďaů caƉiƚaů maƌŬeƚs͘ 
dŚe /^^� is cƵƌƌenƚůǇ deveůoƉinŐ a dƌaŌ Őůoďaů cůimaƚe discůosƵƌe sƚandaƌd ƚŚaƚ ǁoƵůd ƌeƋƵiƌe comƉanies 
ƚo discůose scoƉe ϯ emissions ;/^^�͕ ϮϬϮϮͿ͘ dŚe WaƌƚneƌsŚiƉ Ĩoƌ �aƌďon AccoƵntinŐ &inanciaůs ;W�A&Ϳ 
standard ǁas ůaƵncŚed in ϮϬϮϬ ƚo ŚeůƉ Įnanciaů instiƚƵtions consisƚenƚůǇ measƵƌe and discůose scoƉe ϯ 
emissions associaƚed ǁiƚŚ ƚŚeiƌ ůoans and invesƚmenƚs͘ ^coƉe ϯ Įnanced emissions aƌe oŌen ƚŚe mosƚ 
siŐniĮcanƚ Ɖaƌƚ oĨ ƚŚe emissions invenƚoƌǇ oĨ Įnanciaů instiƚƵtions and ƚŚƵs a Ɖƌime means ƚo assess 
cůimaƚeͲƌeůaƚed ƌisŬs and oƉƉoƌƚƵnities͘

dŚe ƚaǆonomǇ ĨocƵses ƉƌimaƌiůǇ on ƚŚe ƌoůe oĨ doǁnsƚƌeam scoƉe ϯ emissions ǁŚen assessinŐ ƚŚe 
demandͲside ƌisŬ oĨ Ɖƌoũecƚs͘ dŚis ƌeŇecƚs ƚŚe Ĩacƚ ƚŚaƚ doǁnsƚƌeam emissions ƚǇƉicaůůǇ ƌeƉƌesenƚ a 
siŐniĮcanƚ Ɖoƌtion oĨ scoƉe ϯ emissions oĨ ƉƌodƵcƚs ĨacinŐ maƚeƌiaů demandͲside ƌisŬ͘ �ƵƌninŐ Ĩossiů ĨƵeůs 
in inƚeƌnaů comďƵstion enŐines͕ Ĩoƌ eǆamƉůe͕ ƌeƉƌesenƚs ϳϬ Ɖeƌ cenƚ ƚo ϴϬ Ɖeƌ cenƚ oĨ ƚŚeiƌ ƚoƚaů ůiĨecǇcůe 
emissions ;/,^ DaƌŬiƚ͕ ϮϬϮϬͿ͕ ǁŚicŚ ǁoƵůd ďe consideƌed ƚŚe doǁnsƚƌeam scoƉe ϯ emissions Ĩoƌ oiů 
ƉƌodƵceƌs and ƌeĮneƌs͘ Aůso͕ comƉanies Śave ůiƩůe oƌ no conƚƌoů oveƌ doǁnsƚƌeam emissions͕ ǁŚeƌeas 
ƚŚeǇ can eǆeƌƚ inŇƵence oveƌ ƵƉsƚƌeam sƵƉƉůieƌs͘

https://ghgprotocol.org/about-us
https://www.ifrs.org/news-and-events/news/2022/03/issb-delivers-proposals-that-create-comprehensive-global-baseline-of-sustainability-disclosures/
https://carbonaccountingfinancials.com/
https://ihsmarkit.com/research-analysis/stages-of-life-impact-oil-gas-greenhouse-gas-emission-intensity.html
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dŚe cƌediďiůiƚǇ oĨ ƚŚe �anadian Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ŚinŐes on ƚŚis amďitioƵs and sƚƌinŐenƚ 
cůimaƚe oďũective͘ dŚe ƚaǆonomǇ is desiŐned ƚo seƚ ƚŚe ŚiŐŚesƚ Ɖossiďůe sƚandaƌd and Ɖƌovide a ƉaƚŚ ƚŚaƚ aůiŐns 
ǁiƚŚ ƚŚe Őůoďaů ƚƌansition͕ and Őůoďaů caƉiƚaů maƌŬeƚs ƚŚaƚ ǁiůů Ĩaciůiƚaƚe ƚŚe ƚƌansition͘ tŚeƌe ƚŚeƌe is amďiŐƵiƚǇ͕  
ƚŚe ƚaǆonomǇ sŚoƵůd eƌƌ on ƚŚe side oĨ mainƚaininŐ ƚŚis inƚeƌnationaů cƌediďiůiƚǇ͘

/n addition ƚo ƚŚe ƉƌinciƉaů cůimaƚe mitiŐation oďũective͕ ƚŚe ƚaǆonomǇ sŚoƵůd seeŬ ƚo sƵƉƉoƌƚ ƚŚe advancemenƚ 
oĨ oƚŚeƌ oďũectives ƚŚaƚ aƌe cƌiticaů ƚo �anada in ƚŚe ƚƌansition͕ incůƵdinŐ͗

• Economic: imƉƌovinŐ ƚŚe ƌesiůience and comƉetitiveness oĨ ƚŚe �anadian economǇ in ƚŚe Őůoďaů ůoǁͲcaƌďon 
ƚƌansition͖

• Financial: ƌedƵcinŐ ƚƌansition ƌisŬs in ƚŚe Įnanciaů sǇsƚem and moďiůiǌinŐ Ɖƌivaƚe secƚoƌ caƉiƚaů ƚo aůiŐn ǁiƚŚ 
ƚŚe Őůoďaů ƚƌansition͖ and

• Social: smooƚŚinŐ ƚŚe ƚƌansition Ĩoƌ ǁoƌŬeƌs and ƚŚeiƌ Ĩamiůies͕ commƵnities and /ndiŐenoƵs WeoƉůes͘

/n manǇ cases͕ acŚievinŐ sƵccess on ƚŚe ƚaǆonomǇ s͛ cůimaƚe oďũective can simƵůƚaneoƵsůǇ dƌive ƉƌoŐƌess on ƚŚese 
oƚŚeƌ͕  secondaƌǇ oďũectives͘ &oƌ eǆamƉůe͕ a ƚaǆonomǇ ǁiƚŚ sƚƌinŐenƚ emissions inƚensiƚǇ ƚŚƌesŚoůds can ŚeůƉ 
moďiůiǌe caƉiƚaů ƚo decaƌďoniǌe eǆistinŐ soƵƌces oĨ economic ŐƌoǁƚŚ͕ sƵcŚ as emissionsͲinƚensive manƵĨacƚƵƌinŐ͘ 
^ƵcŚ invesƚmenƚs can imƉƌove ƚŚe comƉetitiveness oĨ ƚŚe �anadian economǇ in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition͕ 
ƌedƵce ƚƌansition ƌisŬ Ĩoƌ ƚŚe Įnanciaů secƚoƌ͕  and aůso ŚeůƉ smooƚŚ ƚŚe ƚƌansition Ĩoƌ ǁoƌŬeƌs ďǇ mainƚaininŐ 
emƉůoǇmenƚ oƉƉoƌƚƵnities͘ A ƚaǆonomǇ ƚŚaƚ ŚeůƉs moďiůiǌe caƉiƚaů ƚoǁaƌd neǁ soƵƌces oĨ ŐƌoǁƚŚ ;e͘Ő͕͘ cůean 
ŚǇdƌoŐen͕ aŐƚecŚ and aůƚeƌnative Ɖƌoƚeins͕ ďaƩeƌies and sƚoƌaŐeͿ can acŚieve simiůaƌ ďeneĮƚs͘  

/n addition ƚo ƚŚese ƉƌimaƌǇ and secondaƌǇ oďũectives͕ consideƌation ǁas Őiven as ƚo ǁŚeƚŚeƌ eneƌŐǇ secƵƌiƚǇ 
and aīoƌdaďiůiƚǇ sŚoƵůd ďe eǆƉůiciƚůǇ inƚeŐƌaƚed inƚo ƚŚe ƚaǆonomǇ͘ AůƚŚoƵŐŚ ƚŚese aƌe imƉoƌƚanƚ oďũectives͕ 
iƚ ǁas decided noƚ ƚo ƌecommend ƚŚeiƌ inƚeŐƌation since ƚŚe ƚaǆonomǇ ǁoƵůd ďe Ƶnaďůe ƚo ƚƌeaƚ ƚŚem 
aƉƉƌoƉƌiaƚeůǇ Őiven ƚŚeiƌ ďƌoad scoƉe and comƉůeǆiƚǇ͘ dŚeƌe is aůso ƌisŬ ƚŚaƚ ƚŚe ƚƌadeͲoīs ƚŚaƚ ǁoƵůd ďe 
inƚƌodƵced amonŐ ƚŚese oďũectives ǁoƵůd ƌedƵce ƚŚe cůaƌiƚǇ and inĨoƌmation vaůƵe oĨ ƚŚe ƚaǆonomǇ͕  ǁŚicŚ is 
ĨƵndamenƚaůůǇ aďoƵƚ advancinŐ cůimaƚe oďũectives in a scienceͲďased manneƌ͘  dŚeƌe aůso does noƚ aƉƉeaƌ ƚo ďe 
a Őůoďaů ƚaǆonomǇ Ɖƌecedenƚ Ĩoƌ sƵcŚ inƚeŐƌation͘ hůtimaƚeůǇ͕  ƚŚe ƚaǆonomǇ cannoƚ sƵccessĨƵůůǇ incoƌƉoƌaƚe aůů 
cƌiticaů eneƌŐǇ ƚƌansition issƵes͕ and iƚs Ƶse sŚoƵůd noƚ Ɖƌevenƚ ƚŚe deveůoƉmenƚ and Ƶtiůiǌation oĨ diīeƌenƚ ƚooůs 
ƚo consideƌ oƚŚeƌ oďũectives͘    

Recommendation 5

te ƌecommend ƚŚaƚ ƚŚe ƚaǆonomǇ s͛ ƉƌinciƉaů oďũective ďe ƚo sƵƉƉoƌƚ ƚŚe acŚievemenƚ 
oĨ �anada s͛ emissions ƌedƵction ƚaƌŐeƚs͕ consisƚenƚ ǁiƚŚ ŬeeƉinŐ Őůoďaů ƚemƉeƌaƚƵƌe ƌise ƚo ďeůoǁ 
ϭ͘ϱ Σ� ;ďased on ƉƌeͲindƵsƚƌiaů ůeveůsͿ acƌoss aůů emissions caƚeŐoƌies͘ 'ƌoƵndinŐ ƚŚe ƚaǆonomǇ 
ǁiƚŚ ƚŚis amďitioƵs cůimaƚe oďũective can ďƵiůd and mainƚain inƚeƌnationaů cƌediďiůiƚǇ and aůso ŚeůƉ 
dƌive ƉƌoŐƌess on oƚŚeƌ imƉoƌƚanƚ economic͕ Įnanciaů and sociaů oďũectives͘ 
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Issuance Requirements
/ssƵinŐ comƉanies mƵsƚ meeƚ ƚŚƌee caƚeŐoƌies oĨ ƌeƋƵiƌemenƚs ƚo issƵe Őƌeen and ƚƌansition Įnanciaů 
insƚƌƵmenƚs Ƶndeƌ ƚŚe ƚaǆonomǇ͗  

1) General Requirements
�acŚ issƵinŐ comƉanǇ mƵsƚ comƉůǇ ǁiƚŚ Őeneƌaů ƌeƋƵiƌemenƚs ƌeůaƚed ƚo comƉanǇͲůeveů neƚͲǌeƌo ƚaƌŐeƚ seƫnŐ͕ 
ƚƌansition ƉůanninŐ and cůimaƚe discůosƵƌe͘ dŚese ƌeƋƵiƌemenƚs aƌe meanƚ ƚo ensƵƌe ƚŚaƚ ƚŚe Ɖƌoũecƚ Įnanced 
Ƶndeƌ ƚŚe ƚaǆonomǇ is ďeinŐ ƵndeƌƚaŬen ƚo sƵƉƉoƌƚ cƌediďůe͕ scienceͲďased ƚƌansition Ɖůans͕ ƌaƚŚeƌ ƚŚan in an ad 
Śoc͕ incƌemenƚaů manneƌ͘   

hndeƌ ƚŚe ƚaǆonomǇ͕  issƵinŐ comƉanies aƌe ƌeƋƵiƌed ƚo͗ 

 ! seƚ a cƌediďůe and scienceͲďased͕ neƚͲǌeƌo emissions ƚaƌŐeƚ Ĩoƌ ϮϬϱϬ oƌ eaƌůieƌ and an inƚeƌim ƚaƌŐeƚ Ĩoƌ ϮϬϯϬ 
on ƚŚe ƉaƚŚ ƚoǁaƌd neƚ ǌeƌo ;and ƉƌeĨeƌaďůǇ ǁiƚŚ one oƌ moƌe additionaů inƚeƌim ƚaƌŐeƚs ďeƚǁeen ϮϬϯϬ and 
ϮϬϱϬͿ͖ 

 ! deveůoƉ a ƉƌeůiminaƌǇ neƚͲǌeƌo ƚƌansition Ɖůan ǁiƚŚin ϭϮ monƚŚs oĨ ƚŚe issƵance and a comƉƌeŚensive͕ 
scienceͲďased neƚͲǌeƌo ƚƌansition Ɖůan ǁiƚŚin Ϯϰ monƚŚs ƚŚeƌeoĨ͖

 ! ƌeƉoƌƚ ƉƵďůicůǇ on ƉƌoŐƌess annƵaůůǇ and ƌevieǁ and ƵƉdaƚe Ɖůans eveƌǇ Įve Ǉeaƌs͖ and

 ! ƉƌeƉaƌe cůimaƚe discůosƵƌes and maŬe ƚŚem ƉƵďůic͕ ďased͕ in ƚŚe neaƌ ƚeƌm͕ on ƚŚe ƌecommendations oĨ ƚŚe 
dasŬ &oƌce on �ůimaƚeͲReůaƚed &inanciaů �iscůosƵƌes ;d�&�Ϳ and ƚŚen in comƉůiance ǁiƚŚ emeƌŐinŐ domestic 
ƌeŐƵůaƚoƌǇ ƌeƋƵiƌemenƚs and inƚeƌnationaů sƚandaƌds͘

As ƚŚe sƵďũecƚ maƩeƌ oĨ some oĨ ƚŚese ƌeƋƵiƌemenƚs is evoůvinŐ ƌaƉidůǇ͕  iƚ is imƉoƌƚanƚ ƚŚaƚ͕ Ɖƌioƌ ƚo ƚŚe 
Įnaůiǌation oĨ ƚŚis caƚeŐoƌǇ oĨ ƌeƋƵiƌemenƚs͕ ƚŚeǇ aƌe ƌevieǁed and ƵƉdaƚed ďǇ ƚŚe daǆonomǇ �Ƶsƚodian ƚo 
ƌeŇecƚ anǇ ďesƚͲƉƌactice deveůoƉmenƚs aƌisinŐ Ĩƌom ƚŚe ǁoƌŬ ƉƌesenƚůǇ ƵndeƌǁaǇ in ƚŚis aƌea͘ /n ƚŚis ƌeŐaƌd͕ 
noƚeǁoƌƚŚǇ initiatives incůƵde ƚŚe ĨoůůoǁinŐ͗

• dŚe Kĸce oĨ ƚŚe ^ƵƉeƌinƚendenƚ oĨ &inanciaů /nstiƚƵtions ;K^&/Ϳ Śas issƵed a dƌaŌ oĨ 'ƵŝĚĞůŝŶĞ��Ͳϭϱ͗��ůŝŵĂƚĞ�
ZŝƐŬ�DĂŶĂŐĞŵĞŶƚ͕ ǁŚicŚ seƚs oƵƚ iƚs sƵƉeƌvisoƌǇ eǆƉecƚations Ĩoƌ ĨedeƌaůůǇ ƌeŐƵůaƚed Įnanciaů instiƚƵtions 
in ƌeůation ƚo cůimaƚeͲƌeůaƚed Őoveƌnance͕ ƌisŬ manaŐemenƚ Ɖƌactices͕ discůosƵƌe ƌeƋƵiƌemenƚs and neƚͲǌeƌo 
ƚƌansition Ɖůans͘ 

• dŚe �anadian ^ecƵƌities Adminisƚƌaƚoƌs ;�^AͿ is deveůoƉinŐ a nationaů cůimaƚeͲƌeůaƚed discůosƵƌe ƌƵůe Ĩoƌ 
ƉƵďůic comƉanies͖ iƚ ƌecenƚůǇ ƉƵďůisŚed ŐƵidance Ĩoƌ invesƚmenƚ ĨƵnds on cůimaƚe and oƚŚeƌ �^' discůosƵƌe 
Ɖƌactices͘
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• dŚe 'oveƌnmenƚ oĨ �anada ůaƵncŚed ƚŚe EeƚͲ�eƌo �ŚaůůenŐe in AƵŐƵsƚ ϮϬϮϮ͘ �Ƶsinesses ƚŚaƚ ũoin ƚŚe 
�ŚaůůenŐe mƵsƚ commiƚ ƚo deveůoƉinŐ and imƉůementinŐ cƌediďůe and eīective Ɖůans ƚo ƚƌansition ƚŚeiƌ 
Ĩaciůities and oƉeƌations ƚo neƚͲǌeƌo emissions ďǇ ϮϬϱϬ͘26  &inanciaů instiƚƵtions ƚŚaƚ Śave ũoined '&AE� aƌe 
aďůe ƚo ũoin ƚŚe EeƚͲ�eƌo �ŚaůůenŐe ƚŚƌoƵŐŚ an acceůeƌaƚed Ɖƌocess͘ 

• dŚe /^^� ǁas esƚaďůisŚed aƚ �KWϮϲ in Eovemďeƌ ϮϬϮϭ ƚo deveůoƉ and mainƚain Őůoďaů sƵsƚainaďiůiƚǇ ƌeƉoƌtinŐ 
sƚandaƌds͘ As a Įƌsƚ ƉƌioƌiƚǇ͕  iƚ is deveůoƉinŐ sƚandaƌds Ĩoƌ ƚŚe discůosƵƌe oĨ Őeneƌaů sƵsƚainaďiůiƚǇ maƩeƌs as 
ǁeůů as cůimaƚe cŚanŐe͘ /n ƌesƉonse ƚo ƚŚese deveůoƉmenƚs͕ ƚŚe �anadian accoƵntinŐ͕ aƵditinŐ and assƵƌance 
oveƌsiŐŚƚ coƵnciůs annoƵnced ƚŚe esƚaďůisŚmenƚ oĨ ƚŚe �anadian ^ƵsƚainaďiůiƚǇ ^ƚandaƌds �oaƌd ;�^^�Ϳ͕ 
ǁŚicŚ ǁiůů ďecome oƉeƌationaů ďǇ AƉƌiů ϮϬϮϯ͘27 dŚe �^^� ǁiůů ďe ƌesƉonsiďůe Ĩoƌ ƌevieǁinŐ and ƌecoŐniǌinŐ 
ĨƵƚƵƌe /^^� sƚandaƌds Ĩoƌ aƉƉůication in �anada͘   

• '&AE� is ƉƌeƉaƌinŐ ƌecommendations and ŐƵidance Ĩoƌ Įnanciaů instiƚƵtions on neƚͲǌeƌo ƚƌansition Ɖůans ;^ee 
�oǆ ϭ Ɖƌesenƚed eaƌůieƌ in ƚŚe ReƉoƌƚͿ͘

dŚe daǆonomǇ �Ƶsƚodian sŚoƵůd deveůoƉ ŐƵidance on ƚŚe ƚecŚnicaů asƉecƚs oĨ ƚŚe Őeneƌaů issƵance ƌeƋƵiƌemenƚs 
ƚŚaƚ ƵůtimaƚeůǇ aƌe noƚ Ɖƌescƌiďed ďǇ ƌeŐƵůaƚoƌs͕ ďƵƚ aƌe neveƌƚŚeůess cƌiticaů ƚo ƚŚe inƚeŐƌiƚǇ oĨ ƚŚe ƚaǆonomǇ 
ĨƌameǁoƌŬ and voůƵnƚaƌǇ issƵance Ɖƌocess͘ dŚis coƵůd incůƵde͕ Ĩoƌ eǆamƉůe͕ ƉƌovidinŐ Őƌeaƚeƌ sƉeciĮciƚǇ on ǁŚaƚ 
ƚeƌms ůiŬe ͞comƉƌeŚensive͕͟  ͞cƌediďůe͟ and ͞scienceͲďased͟ mean in ƚŚe conƚeǆƚ oĨ ƚƌansition Ɖůans and neƚͲǌeƌo 
commiƚmenƚs͘ /ƚ maǇ aůso eůaďoƌaƚe on ƚŚe aƉƉůication oĨ ƚŚe Őeneƌaů ƌeƋƵiƌemenƚs in ƚŚe conƚeǆƚ oĨ smaůůeƌ 
issƵeƌs͘ dŚe ŐƵidance sŚoƵůd ďe inĨoƌmed ďǇ domestic and inƚeƌnationaů ďesƚ Ɖƌactices͕ incůƵdinŐ ƚŚe esƚaďůisŚed 
Őůoďaů Ɖƌocess ŐƵideůines Ĩoƌ issƵinŐ cůimaƚeͲƌeůaƚed Įnanciaů insƚƌƵmenƚs͕ ǁŚicŚ ƌeĨeƌence ƚŚe Ƶse oĨ eǆƚeƌnaů 
ƉaƌƚǇ and indeƉendenƚ ƚecŚnicaů ƌevieǁs Ĩoƌ issƵance veƌiĮcation ƉƵƌƉoses͘

2) Specific Issuance Requirements
dŚe issƵinŐ comƉanǇ mƵsƚ deƚeƌmine ǁŚeƚŚeƌ ƚŚe Ɖƌoũecƚ meeƚs ƚŚe ͞Őƌeen͟ oƌ ͞ƚƌansition͟ eůiŐiďiůiƚǇ cƌiƚeƌia 
Ƶndeƌ ƚŚe ƚaǆonomǇ͕  oƌ is ineůiŐiďůe͘ do do so͕ &iŐƵƌe Ϯ inƚƌodƵces a caƚeŐoƌiǌation ĨƌameǁoƌŬ ƚo evaůƵaƚe and 
deƚeƌmine ƚŚe eůiŐiďiůiƚǇ oĨ Ɖƌoũecƚs͘ dŚe ƋƵestions in ƚŚis caƚeŐoƌiǌation ĨƌameǁoƌŬ ĨocƵs on a Ɖƌoũecƚ s͛ aďsoůƵƚe 
ŐƌeenŚoƵse Őas emissions͘ dŚe ĨƌameǁoƌŬ evaůƵaƚes ƚŚe maƚeƌiaůiƚǇ oĨ a Ɖƌoũecƚ s͛ scoƉe ϭ͕ Ϯ and ϯ emissions͕ 
ǁŚeƌe ͞maƚeƌiaůiƚǇ͟ is ďased on ƌeƉƌesenƚative ƉaƚŚǁaǇs in a ϭ͘ϱ Σ� scenaƌio ;see �oǆ ϰͿ͘ 

26 dŚe coƌe ƌeƋƵiƌemenƚs Ĩoƌ comƉanies ƚo ũoin ƚŚe EeƚͲ�eƌo �ŚaůůenŐe aƌe ƚo͗ deveůoƉ a ƉƌeůiminaƌǇ neƚͲǌeƌo Ɖůan 
ǁiƚŚin ϭϮ monƚŚs oĨ ũoininŐ ƚŚe initiative and͕ sƵďseƋƵenƚůǇ͕  a comƉƌeŚensive Ɖůan ǁiƚŚin Ϯϰ monƚŚs ƚŚeƌeoĨ͖ seƚ aƚ ůeasƚ 
ƚǁo inƚeƌim emissionͲƌedƵction ƚaƌŐeƚs consisƚenƚ ǁiƚŚ acŚievinŐ neƚ ǌeƌo ďǇ ϮϬϱϬ oƌ eaƌůieƌ͖ and ƌeƉoƌƚ on ƉƌoŐƌess 
annƵaůůǇ and ƌevieǁ and ƵƉdaƚe ƚŚe neƚͲǌeƌo Ɖůan aƚ ůeasƚ once eveƌǇ Įve Ǉeaƌs͘

27 ^ee ƚŚe news release tiƚůed͕ ͞AccoƵntinŐ͕ AƵdiƚ͕ and AssƵƌance ^ƚandaƌds KveƌsiŐŚƚ �oƵnciůs annoƵnce �anadian 
^ƵsƚainaďiůiƚǇ ^ƚandaƌds �oaƌd͘͟

Recommendation 6

te ƌecommend ƚŚaƚ comƉanies issƵinŐ Őƌeen oƌ ƚƌansition Įnanciaů insƚƌƵmenƚs 
Ƶndeƌ ƚŚe ƚaǆonomǇ ďe assessed aŐainsƚ Őeneƌaů ƌeƋƵiƌemenƚs ƌeůaƚed ƚo comƉanǇͲůeveů neƚͲ
ǌeƌo ƚaƌŐeƚ seƫnŐ͕ ƚƌansition ƉůanninŐ and cůimaƚe discůosƵƌe͘ dŚese ǁoƵůd ďe aůiŐned ǁiƚŚ 
emeƌŐinŐ domestic ƌeŐƵůaƚoƌǇ ƌeƋƵiƌemenƚs and inƚeƌnationaů sƚandaƌds and ďesƚ Ɖƌactices͘ 

https://www.newswire.ca/news-releases/accounting-audit-and-assurance-standards-oversight-councils-announce-canadian-sustainability-standards-board-826484041.html
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Transition-eligible projects
^ƚaƌtinŐ aƚ ƚŚe ƚoƉ oĨ ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ in Figure 2͕ ƚŚe Įƌsƚ ƋƵestion Ĩoƌ a Ɖƌoũecƚ is ǁŚeƚŚeƌ iƚ 
Ĩaces oƌ enaďůes demand-side risk in ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs ;sƚeƉ ηϭͿ͘ dŚaƚ is͕ iƚ evaůƵaƚes ǁŚeƚŚeƌ ƚŚe 
Ɖƌoũecƚ seůůs inƚo oƌ deƉends on maƌŬeƚs ƚŚaƚ aƌe eǆƉecƚed ƚo conƚƌacƚ oveƌ time in ƚŚe Őůoďaů ƚƌansition dƵe ƚo 
decreasing demand. 

�īectiveůǇ͕  ƚŚis ƋƵestion ƌeůaƚes ƚo ƚŚe maƚeƌiaůiƚǇ oĨ a Ɖƌoũecƚ s͛ doǁnsƚƌeam scoƉe ϯ emissions͘ hndeƌ a Őůoďaů 
ƚƌansition͕ demand Ĩoƌ ƉƌodƵcƚs ƚŚaƚ ƉƌodƵce siŐniĮcanƚ emissions ǁŚen consƵmed oƌ Ƶsed ǁiůů decƌease͘ dŚese 
scoƉe ϯ emissions aƌe ƉaƌticƵůaƌůǇ imƉoƌƚanƚ Ĩoƌ evaůƵatinŐ ƚŚe ƚƌansition ƌisŬ oĨ ƉaƌticƵůaƌ asseƚs oƌ Įnanciaů 
ƉƌodƵcƚs ďecaƵse ƚŚeǇ aƌe emissions ƚŚaƚ individƵaů Ɖƌoũecƚs and ƉƌodƵceƌs cannoƚ conƚƌoů oƌ addƌess͘ As 
demand sŚiŌs ƚoǁaƌd ůoǁeƌͲcaƌďon oƉtionsͶǁŚeƚŚeƌ dƵe ƚo ƉoůicǇ͕  ƚecŚnoůoŐǇ oƌ consƵmeƌ ƉƌeĨeƌencesͶ
doǁnsƚƌeam scoƉe ϯ emissions ďecome a siŐniĮcanƚ soƵƌce oĨ ƚƌansition ƌisŬ and ƚŚeƌeĨoƌe need ƚo ďe ƚƌeaƚed 
seƉaƌaƚeůǇ in ƚŚe ƚaǆonomǇ ĨƌameǁoƌŬ͘

tŚiůe mosƚ Ĩossiů ĨƵeůʹƌeůaƚed Ɖƌoũecƚs ǁoƵůd ansǁeƌ ͞Ǉes͟ ƚo ƚŚis Įƌsƚ ƋƵestion dƵe ƚo siŐniĮcanƚ doǁnsƚƌeam 
emissions Ĩƌom ƚŚe Ƶse oĨ ƚŚeiƌ ƉƌodƵcƚs͕ iƚ coƵůd incůƵde oƚŚeƌ activities͕ sƵcŚ as ƚƌaditionaů aƵƚomotive 
manƵĨacƚƵƌinŐ͕ ǁŚeƌe demand is eǆƉecƚed ƚo decůine siŐniĮcanƚůǇ Ĩoƌ ƚŚese ƉƌodƵcƚs in ƚŚe ƚƌansition͘ /ƚ 
coƵůd aůso incůƵde Ɖeaƚ mininŐ͕ ǁŚicŚ can ƌeůease ůaƌŐe ƋƵantities oĨ sƚoƌed �K2 in endͲƵse aƉƉůications ;e͘Ő͕͘ 
ŚoƌticƵůƚƵƌe͕ eůecƚƌiciƚǇ ŐeneƌationͿ͘ 

KƚŚeƌ ƚǇƉes oĨ Ɖƌoũecƚs maǇ ansǁeƌ ͞Ǉes͟ ƚo ƚŚis ƋƵestion ƚŚaƚ maǇ ďe ůess inƚƵitive͘ �ƵiůdinŐ neǁ naƚƵƌaů Őas 
disƚƌiďƵtion inĨƌasƚƌƵcƚƵƌe͕ Ĩoƌ eǆamƉůe͕ coƵůd enaďůe demandͲside ƌisŬ ďǇ ůocŬinŐ in ƚŚe consƵmƉtion oĨ naƚƵƌaů 
Őas Ĩoƌ sƉace ŚeatinŐ and cooŬinŐ and͕ as a ƌesƵůƚ͕ incƌease ƚŚe ƌisŬ oĨ ƚŚe asseƚ ďecominŐ sƚƌanded in ƚŚe ĨƵƚƵƌe͘ 
/ƚ is ǁoƌƚŚ notinŐ͕ Śoǁeveƌ͕  ƚŚaƚ iĨ ĨƵƚƵƌe advancemenƚs in ƚecŚnoůoŐǇ Ɖƌovide ƉaƚŚǁaǇs ƚo mitiŐaƚe oƌ eůiminaƚe 
scoƉe ϯ emissions Ĩƌom ƚŚe comďƵstion oĨ Ĩossiů ĨƵeůs͕ Ɖƌoũecƚs ǁoƵůd no ůonŐeƌ ansǁeƌ ͞Ǉes͟ ƚo ƚŚis Įƌsƚ 
ƋƵestion in ƚŚe ƚaǆonomǇ ĨƌameǁoƌŬ͘

Box 4: Determining the materiality of greenhouse gas emissions for individual projects

tŚiůe ƚŚe conceƉƚ oĨ maƚeƌiaůiƚǇ is ǁeůůͲŐƌoƵnded in Įnanciaů and caƉiƚaů maƌŬeƚs͕ deƚeƌmininŐ ƚŚe 
sƉeciĮc ƚŚƌesŚoůds Ĩoƌ maƚeƌiaů scoƉe ϭ͕ Ϯ and ϯ emissions aƌe cŚaůůenŐinŐ͘ DaƚeƌiaůiƚǇ aůso Śas imƉoƌƚanƚ 
imƉůications Ĩoƌ deƚeƌmininŐ ǁŚeƚŚeƌ a Ɖƌoũecƚ is caƚeŐoƌiǌed as ͞Őƌeen͟ oƌ ͞ƚƌansition͘͟  /n some cases͕ ƚŚe 
ƋƵestion oĨ maƚeƌiaůiƚǇ is cůeaƌ͘  A neǁ Őƌeen ŚǇdƌoŐen Ɖƌoũecƚ͕ Ĩoƌ eǆamƉůe͕ coƵůd Śave ůoǁ oƌ ǌeƌo scoƉe ϭ 
and Ϯ emissions and ǁoƵůd Śave ůimiƚed oƌ no scoƉe ϯ emissions͘ KƚŚeƌ Ɖƌoũecƚs͕ Śoǁeveƌ͕  maǇ noƚ ďe so 
cůeaƌ͘  &oƌ eǆamƉůe͕ iĨ a neǁ ďůƵe ŚǇdƌoŐen ĨaciůiƚǇ can caƉƚƵƌe and seƋƵesƚeƌ ϵϬ Ɖeƌ cenƚ oĨ iƚs emissions͕ 
aƌe ƚŚe ƌemaininŐ ϭϬ Ɖeƌ cenƚ consideƌed maƚeƌiaů͍

�eƚaiůed and ƚƌansƉaƌenƚ maƚeƌiaůiƚǇ cƌiƚeƌia ǁiůů need ƚo ďe seƚ ƚo caƚeŐoƌiǌe activities͘ dŚis Ɖƌocess coƵůd͕ 
Ĩoƌ eǆamƉůe͕ ďe inĨoƌmed ďǇ emeƌŐinŐ ďesƚ Ɖƌactices in cůimaƚeͲƌeůaƚed discůosƵƌes͕ ǁŚicŚ aƌe ďased on 
scoƉe ϭ͕ Ϯ and ϯ emissions͘ /ƚ coƵůd aůso Ƶse scenaƌio anaůǇsis ƚo assess Őeneƌaů caƚeŐoƌies oĨ activities oƌ 
secƚoƌs in ϭ͘ϱ Σ� ƉaƚŚǁaǇs͕ simiůaƌ ƚo ƚŚe aƉƉƌoacŚ in ƚŚe �anadian �ůimaƚe /nstiƚƵƚe s͛ ϮϬϮϭ ƌeƉoƌƚ͕ entiƚůed 
^ŝŶŬ�Žƌ�^ǁŝŵ͘ /n ƚŚese scenaƌios͕ iƚ is cůeaƌ ƚŚaƚ sƚeeů͕ aůƵminƵm and cemenƚ manƵĨacƚƵƌeƌs Ĩace siŐniĮcanƚ 
scoƉe ϭ and Ϯ emissions͕ ǁŚeƌeas oiů and Őas ƉƌodƵceƌs and ƌeĮneƌs Ĩace siŐniĮcanƚ doǁnsƚƌeam scoƉe ϯ 
emissions.

https://climateinstitute.ca/reports/sink-or-swim/
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&oƌ Ɖƌoũecƚs ƚŚaƚ Ĩace demandͲside ƌisŬ͕ ƚŚe neǆƚ ƋƵestion ;sƚeƉ ηϮ in &iŐƵƌe ϮͿ ƌeŇecƚs demand-side risk time 
horizons ;in a ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇͿ͘ dŚe timinŐ oĨ ǁŚen Őůoďaů demand decƌeases in ƚŚe ƚƌansition 
ǁiůů ďe diīeƌenƚ Ĩoƌ diīeƌenƚ ƉƌodƵcƚs͕ ǁŚicŚ aīecƚs ƚŚe ƌeůative ƚƌansition ƌisŬ associaƚed ǁiƚŚ ƚŚe invesƚmenƚ͘ 
A commodiƚǇ ǁiƚŚ ǁideůǇ avaiůaďůe ůoǁeƌͲcaƌďon sƵďstiƚƵƚes͕ sƵcŚ as ƚŚeƌmaů coaů͕ Ĩaces maƚeƌiaů demandͲside 
ƌisŬ ƚodaǇ in a neƚͲǌeƌo ƉaƚŚǁaǇ͗ iƚ mƵsƚ ďe ƉŚased oƵƚ immediaƚeůǇ ƚo sƚaǇ on a ϭ͘ϱ Σ� ƉaƚŚǁaǇ and is ƚŚeƌeĨoƌe 
ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͘

Eeǁ oiů and naƚƵƌaů Őas eǆƚƌaction Ɖƌoũecƚs aƌe aůso eǆƉecƚed ƚo ďe ineůiŐiďůe ďecaƵse ƚŚeǇ emďodǇ siŐniĮcanƚ 
demandͲside ƌisŬ ƚŚaƚ maƚeƌiaůiǌes in ƚŚe sŚoƌƚ ƚeƌm Ƶndeƌ a neƚͲǌeƌo ƉaƚŚǁaǇ͘ Eeǁ eǆƚƌaction Ɖƌoũecƚs aƌe 
caƉiƚaů inƚensive ;esƉeciaůůǇ in �anadaͿ͕ oŌen ǁiƚŚ mƵůtiͲdecade ƉaǇďacŬ Ɖeƌiods͘ And͕ Őiven ƚŚaƚ Őůoďaů demand 
Ĩoƌ oiů and Őas mƵsƚ sƚaƌƚ decůininŐ in ƚŚe ϮϬϮϬs Ƶndeƌ a ϭ͘ϱ Σ� ƉaƚŚǁaǇ͕  neǁ oiů and Őas Ɖƌoũecƚs aƉƉeaƌ 
inconsisƚenƚ ǁiƚŚ ƚŚe ƚƌansition Ƶndeƌ cƵƌƌenƚ cůimaƚe scenaƌios͘ 

�Ǉ conƚƌasƚ͕ eǆistinŐ oiů and Őas Ɖƌoũecƚs aƌe noƚ necessaƌiůǇ ineůiŐiďůe aƚ ƚŚis sƚaŐe in ƚŚe caƚeŐoƌiǌation 
ĨƌameǁoƌŬ͕ and ƚŚe ƉaƚŚǁaǇs Ĩoƌǁaƌd Ĩoƌ oiů and Őas mƵsƚ ďe assessed seƉaƌaƚeůǇ͘ 'ůoďaů demand Ĩoƌ oiů and Őas 
ǁiůů eǆisƚ Ĩoƌ seveƌaů decadesͶeven in ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇsͶƌaisinŐ ƚŚe imƉoƌƚance oĨ decaƌďoniǌinŐ 
eǆistinŐ ƉƌodƵction͘ RedƵcinŐ emissions Ĩƌom oiů and Őas ƉƌodƵction is cƌiticaů Ĩoƌ �anada ƚo acŚieve iƚs oǁn 
emissions ƚaƌŐeƚs͘ As sƵcŚ͕ ƚŚe ƚaǆonomǇ sŚoƵůd ƌeǁaƌd Ɖƌoũecƚs ƚŚaƚ deƉůoǇ �anadian and inƚeƌnationaů 
ƚecŚnoůoŐies ƚo ƌedƵce scoƉe ϭ and Ϯ emissions͕ even in secƚoƌs ƚŚaƚ Ĩace demandͲside ƌisŬ in ƚŚe mediƵm ƚeƌm͘ 
�oǆ ϱ Ɖƌovides a deĮnition oĨ ͞neǁ͟ and ͞eǆistinŐ͟ oiů and Őas Ɖƌoũecƚs͘ 

&oƌ Ɖƌoũecƚs ĨacinŐ demandͲside ƌisŬ͕ ďƵƚ ǁŚeƌe ƚŚis ƌisŬ does noƚ maƚeƌiaůiǌe immediaƚeůǇ͕  ƚŚe neǆƚ ƋƵestion 
;sƚeƉ ηϯ in &iŐƵƌe ϮͿ is ĨocƵsed on ƚŚe project lifespan and ǁŚeƚŚeƌ iƚ is ƉƌoƉoƌtionaƚe ƚo ǁŚen Őůoďaů demand 
Ĩoƌ ƚŚe sƉeciĮc ƉƌodƵcƚ is eǆƉecƚed ƚo decůine in ƌeƉƌesenƚative ϭ͘ϱ Σ� deŐƌee ƉaƚŚǁaǇs͘ dŚe ƌationaůe ďeŚind 
ƚŚis ƋƵestion is ƚo ƌedƵce ƚŚe ƉƌoďaďiůiƚǇ ƚŚaƚ Ɖƌoũecƚs end ƵƉ ůocŬinŐ in siŐniĮcanƚ caƌďon emissions oƌ ďecome 
sƚƌanded in ƚŚe ĨƵƚƵƌe͘ 

'eneƌaůůǇ͕  Ɖƌoũecƚs ƚŚaƚ Śave scoƉe ϯ emissions ƌisŬ and sŚoƌƚeƌ ůiĨesƉans ƌeŇecƚ a ůoǁeƌ deŐƌee oĨ ƚƌansition ƌisŬ 
and ƌemain in ƚŚe ĨƌameǁoƌŬ͘ dŚe eaƌůǇ ƌetiƌemenƚ oƌ ƉŚase oƵƚ oĨ ŚiŐŚͲemiƫnŐ asseƚs coƵůd aůso ďe incůƵded 
as an eůiŐiďůe activiƚǇ iĨ iƚ aůiŐns ǁiƚŚ neƚͲǌeƌo ƉaƚŚǁaǇs Ĩoƌ ƚŚe secƚoƌ͕  ǁŚicŚ ǁoƵůd ďe consisƚenƚ ǁiƚŚ '&AE� s͛ 
WƌoƉosed Recommendations and 'Ƶidance on &inanciaů /nstiƚƵtion EeƚͲ�eƌo dƌansition Wůans ;see �oǆ ϭͿ͘

;/ƚ is ǁoƌƚŚ notinŐ ƚŚaƚ ƚo maŬe a Ɖƌoũecƚ eůiŐiďůe Ĩoƌ ƚaǆonomǇ ĮnancinŐ͕ ƚŚe ƚaǆonomǇ ǁoƵůd ƌeƋƵiƌe assƵƌances 
Ĩƌom ƚŚe issƵeƌ ƚŚaƚ ƚŚe Ɖƌoũecƚ ǁiůů͕ in Ĩacƚ͕ ďe decommissioned ďǇ a sƉeciĮc daƚe͘Ϳ
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Figure 2: Categorization Framework for Determining Whether a Project Is Green- or Transition-Eligible under the Taxonomy
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Box 5: Defining eligible and ineligible oil and gas activities in the taxonomy 

�esiŐninŐ a Ɖƌacticaů and cƌediďůe ƚaǆonomǇ Ĩoƌ �anada ƌeƋƵiƌes dƌaǁinŐ ďoƵndaƌies aƌoƵnd ƚŚe ƚǇƉes 
oĨ activities ƚŚaƚ aƌe consisƚenƚ ǁiƚŚ ϭ͘ϱ Σ� emissions ƉaƚŚǁaǇs͘ dŚese ďoƵndaƌies aƌe imƉoƌƚanƚ Ĩoƌ oiů 
and Őas activities Őiven ƚŚeiƌ emissions ƉƌoĮůe͕ and ƚŚeǇ need ƚo ďe anaůǇǌed seƉaƌaƚeůǇ͕  ďƵƚ caůiďƌatinŐ 
ƚŚem aƉƉƌoƉƌiaƚeůǇ is a comƉůeǆ ƵndeƌƚaŬinŐ ƚŚaƚ ǁiůů ƌeƋƵiƌe siŐniĮcanƚ ƚecŚnicaů ǁoƌŬ and indƵsƚƌǇ 
enŐaŐemenƚ in ĨƵƚƵƌe imƉůemenƚation ƉŚases͘

/n ƚeƌms oĨ consideƌations͕ decůininŐ Őůoďaů demand ǁiůů ƚaŬe time͕ and invesƚmenƚs ƚo decaƌďoniǌe 
oiů and Őas ƉƌodƵction aƌe needed ƚo ƌedƵce cƵmƵůative Őůoďaů emissions and ŚeůƉ �anada acŚieve iƚs 
emissions ƚaƌŐeƚs͘ dŚe ƚaǆonomǇ sŚoƵůd ƚŚeƌeĨoƌe ďe desiŐned ƚo ŚeůƉ moďiůiǌe caƉiƚaů ƚoǁaƌd Ɖƌoũecƚs 
ƚŚaƚ deƉůoǇ �anadian and inƚeƌnationaů ƚecŚnoůoŐies ƚo ƌedƵce scoƉe ϭ and Ϯ emissions͘ AŐainsƚ ƚŚis͕ 
incƌeasinŐ invesƚmenƚ in oiů and Őas ƉƌodƵction maǇ caƌƌǇ ƌisŬ͘ &ossiů ĨƵeůs ƉƌodƵce doǁnsƚƌeam scoƉe 
ϯ ;comďƵstionͿ emissions even iĨ ƵƉsƚƌeam emissions aƌe ƌedƵced͘ /ncƌeasinŐ ƉƌodƵction Ĩƌom cƵƌƌenƚ 
ůeveůs maǇ maŬe ƌeƋƵisiƚe emissions ƌedƵctions moƌe diĸcƵůƚ͘ 

RecoŐniǌinŐ ƚŚese comƉůeǆities͕ ƚŚe ƚaǆonomǇ sŚoƵůd diīeƌentiaƚe ďeƚǁeen ĞǆŝƐƟŶŐ�and ŶĞǁ oil and 
Őas eǆƚƌaction Ɖƌoũecƚs ǁŚen assessinŐ eůiŐiďiůiƚǇ͘ �ǆistinŐ oiů and Őas ƉƌodƵction Ɖƌoũecƚs aƌe ƉoƚentiaůůǇ 
eůiŐiďůe ďƵƚ mƵsƚ meeƚ a seƚ oĨ cƌiƚeƌia͘ �ǆistinŐ Ɖƌoũecƚs incůƵde aůƌeadǇͲƉƌodƵcinŐ oiů and Őas Įeůds 
and ƵndeƌͲdeveůoƉmenƚ Įeůds ƚŚaƚ Śave ƌeceived a Įnaů invesƚmenƚ decision͘ /ƚ incůƵdes͕ Ĩoƌ eǆamƉůe͕ 
activities ǁŚeƌe ƉƌodƵction ůicences ǁiƚŚin ƚŚe deĮned ďoƵndaƌies oĨ ƚŚe ŐeoůoŐicaů ƌeseƌvoiƌ Śave ďeen 
Őƌanƚed͕ and ǁŚeƌe siŐniĮcanƚ caƉiƚaů eǆƉendiƚƵƌes Śave ďeen aůůocaƚed͘ 

do ďe caƚeŐoƌiǌed as ƚƌansition͕ eǆistinŐ oiů and Őas Ɖƌoũecƚs ǁoƵůd need ƚo demonsƚƌaƚe imƉƌovemenƚs 
ƚo ƚŚeiƌ emissions inƚensiƚǇ ďǇ ϮϬϯϬ͘ �ůiŐiďůe Ɖƌoũecƚs ǁoƵůd ƚŚeƌeĨoƌe need ƚo demonsƚƌaƚe ƚŚaƚ cƵƌƌenƚ 
and ĨƵƚƵƌe caƉiƚaů eǆƉendiƚƵƌes ƉƵƚ ƚŚem on a ƚƌacŬ ƚo ƌedƵce ƚŚeiƌ emissions inƚensiƚǇ sƵcŚ ƚŚaƚ iƚ 
comƉůies ǁiƚŚ ƚŚe ϮϬϯϬ ƚŚƌesŚoůd esƚaďůisŚed via neƚͲǌeƌo modeůinŐ͘ �ůiŐiďůe Ɖƌoũecƚs ǁoƵůd aůso need 
ƚo Śave ůiĨesƉans ƚŚaƚ aƌe ƉƌoƉoƌtionaƚe ƚo Őůoďaů demand scenaƌios in ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs 
;ƌecoŐniǌinŐ ƚŚaƚ ƚŚe ƌƵnǁaǇ Ĩoƌ Őas is ůiŬeůǇ ůonŐeƌ ƚŚan Ĩoƌ oiůͿ͘ �ǆistinŐ oiů and Őas eǆƚƌaction Ɖƌoũecƚs 
would also need to demonstrate that making the new investment to reduce emissions will not ŝŶĐƌĞĂƐĞ�
ƚŚe ůiĨesƉan oĨ ƚŚeiƌ oƉeƌations͘ 

&inaůůǇ͕  neǁ oiů and Őas eǆƚƌaction Ɖƌoũecƚs aƌe eǆƉecƚed ƚo ďe ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ ďased on 
cƵƌƌenƚ cůimaƚe scenaƌios ƌeŇectinŐ ϭ͘ϱ Σ� ƚƌansition ƉaƚŚǁaǇs͘ dŚese Ɖƌoũecƚs invoůve ƚŚe eǆƉůoƌation 
and deveůoƉmenƚ oĨ oiů Įeůds ;a ŐeoŐƌaƉŚicaů aƌea oveƌůǇinŐ an oiů and Őas ƉooůͿ cƵƌƌenƚůǇ noƚ ƉƌodƵcinŐ 
oƌ noƚ aůƌeadǇ in deveůoƉmenƚ͘ /ƚ encomƉasses ƚŚose eǆƉůoƌation and deveůoƉmenƚ Ɖƌoũecƚs ƚŚaƚ͕ as oĨ 
a Ɖƌescƌiďed daƚe ;e͘Ő͕͘ ϮϬϮϯͿ͕ Śave noƚ ƌeceived a Įnaů invesƚmenƚ decision oƌ Őoveƌnmenƚ ůicence ;oƌ 
ƚenƵƌeͿ͕ and ǁŚeƌe ůimiƚed caƉiƚaů eǆƉendiƚƵƌes Śave ďeen aůůocaƚed͘28 hůtimaƚeůǇ͕  Ɖƌecise deĮnitions͕ 
cƌiƚeƌia and ƚŚƌesŚoůds Ĩoƌ ƚŚe ƚǇƉes oĨ oiů and Őas Ɖƌoũecƚs ƚŚaƚ ƋƵaůiĨǇ as ƚƌansition Ƶndeƌ scenaƌios 
consisƚenƚ ǁiƚŚ ůimitinŐ Őůoďaů ǁaƌminŐ ƚo ϭ͘ϱ Σ� ǁiůů need ƚo ďe deveůoƉed ƌeŇectinŐ ƚŚe ůaƚesƚ ƚecŚnicaů 
ŬnoǁůedŐe and modeůinŐ͕ sƚaƌtinŐ in WŚase ϭ oĨ ƚŚe ƚaǆonomǇ deveůoƉmenƚ Ɖƌocess ;see ^ection ϯͿ͘

28 dŚis deĮnition is ďased ůaƌŐeůǇ on ƚŚe /nƚeƌnationaů �neƌŐǇ AŐencǇ s͛ ƚƌeaƚmenƚ oĨ oiů and Őas descƌiďed in 
iƚs ϮϬϮϭ ƌeƉoƌƚ EĞƚ��ĞƌŽ�ďǇ�ϮϬϱϬ͗���ZŽĂĚŵĂƉ�ĨŽƌ�ƚŚĞ�'ůŽďĂů��ŶĞƌŐǇ�^ĞĐƚŽƌ͕ ǁŚeƌe ƚŚe canceůůation oĨ neǁ ůicences is 
Ƶsed as a mecŚanism Ĩoƌ endinŐ neǁ oiů and Őas eǆƚƌaction ;see͕ Ĩoƌ eǆamƉůe͕ ƚŚe Danish approach).

https://www.iea.org/reports/net-zero-by-2050
https://en.kefm.dk/news/news-archive/2020/dec/denmark-introduces-cutoff-date-of-2050-for-oil-and-gas-extraction-in-the-north-sea-cancels-all-future-licensing-rounds
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/Ĩ a Ɖƌoũecƚ ǁiƚŚ maƚeƌiaů demandͲside ƌisŬ Śas a ůiĨesƉan ƚŚaƚ is ƉƌoƉoƌtionaƚe ƚo ǁŚen Őůoďaů demand Ĩoƌ ƚŚe 
ƉƌodƵcƚ decůines͕ ƚŚe neǆƚ ƋƵestion ;sƚeƉ ηϰ in &iŐƵƌe ϮͿ is aďoƵƚ ǁŚeƚŚeƌ ƚŚe Ɖƌoũecƚ significantly reduces its 
scope 1 and 2 emissions͘ dŚe ƌationaůe ďeŚind ƚŚis ƋƵestion is ĨƵndamenƚaů ƚo ƚŚe ƉƵƌƉose and cƌediďiůiƚǇ oĨ ƚŚe 
ƚaǆonomǇ͗ ƌeǁaƌdinŐ onůǇ ƚŚose Ɖƌoũecƚs ƚŚaƚ aƌe consisƚenƚ ǁiƚŚ domestic and Őůoďaů emissions ƉaƚŚǁaǇs ƚo 
neƚ ǌeƌo ďǇ midͲcenƚƵƌǇ and eǆcůƵdinŐ ƚŚose ƚŚaƚ aƌe noƚ͘ ^iŐniĮcanƚ emissions ƌedƵctions can aůso maŬe ƚŚese 
asseƚs moƌe comƉetitive in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition ďǇ ƌedƵcinŐ iƚs caƌďon cosƚs ;i͘e͕͘ ƌedƵcinŐ ƚŚe Ɖƌice 
paid on its emissions).

&oƌ ƚŚis emissions ƌedƵction cƌiƚeƌion͕ ƚŚe Ɖƌoũecƚ mƵsƚ demonsƚƌaƚe an emissions inƚensiƚǇ ƚŚaƚ is consisƚenƚ 
ǁiƚŚ neƚͲǌeƌo ƉaƚŚǁaǇs ďǇ ϮϬϯϬ͘ DeetinŐ ƚŚis ĨƵƚƵƌe time Śoƌiǌon is cƌiticaů ƚo ensƵƌinŐ ƚŚe ƚaǆonomǇ ƌeǁaƌds 
activities ƚŚaƚ noƚ onůǇ sŚoǁ emissions ƌedƵctions ƚodaǇ͕  ďƵƚ ƚŚaƚ maŬe a siŐniĮcanƚ conƚƌiďƵtion on ƚŚe ƉaƚŚ ƚo 
neƚ ǌeƌo͘ dŚese emissions ƌedƵctions mƵsƚ aůso come Ĩƌom mitiŐation oƌ aďaƚemenƚ Ĩƌom ǁiƚŚin ƚŚe ďoƵndaƌies 
oĨ ƚŚe Ɖƌoũecƚ iƚseůĨ and cannoƚ ƌeůǇ on ƉƵƌcŚasinŐ oīseƚs ;see �oǆ ϲͿ͘

tŚiůe ƚŚe sƉeciĮc emissionsͲinƚensiƚǇ ƚŚƌesŚoůds Ĩoƌ Ɖƌoũecƚs stiůů need ƚo ďe deveůoƉed͕ ƚŚeǇ sŚoƵůd ďe ďased 
on secƚoƌaů ƉaƚŚǁaǇs consisƚenƚ ǁiƚŚ acŚievinŐ ƚŚe Őůoďaů ϭ͘ϱ Σ� ƚaƌŐeƚ͘ dŚe dƌansition WaƚŚǁaǇ /nitiative͕ Ĩoƌ 
eǆamƉůe͕ aůƌeadǇ Ɖƌovides ƚŚis ƚǇƉe oĨ anaůǇsis and coƵůd inĨoƌm ƚŚƌesŚoůd deveůoƉmenƚ Ĩoƌ �anada s͛ ƚaǆonomǇ͘ 
�missions ƚŚƌesŚoůds coƵůd aůso ďe inĨoƌmed ďǇ �anada s͛ �missions RedƵction Wůan͕ ǁŚicŚ ǁas ƌeůeased eaƌůieƌ in 
ϮϬϮϮ͘

/ƚ is aůso necessaƌǇ ƚo Ƶse a ƌeŐionaů ůens ǁŚen deƚeƌmininŐ ƚŚese ƚŚƌesŚoůds and oƉeƌationaůiǌinŐ ƚŚe conceƉƚ 
oĨ Ζeconomic and ƚecŚnicaů viaďiůiƚǇΖ͕ ǁiƚŚ ƉaƌticƵůaƌ consideƌation Ĩoƌ noƌƚŚeƌn /ndiŐenoƵs commƵnities 
and Eations͘ �conomicaůůǇ and ƚecŚnicaůůǇ viaďůe ƉaƚŚǁaǇs Ĩoƌ �anadaΖs soƵƚŚ maǇ noƚ ďe viaďůe in �anadaΖs 
EoƌƚŚ͕ ǁŚicŚ coƵůd maŬe iƚ diĸcƵůƚ ;oƌ imƉossiďůe in some casesͿ Ĩoƌ Ɖƌoũecƚs in ƚŚe EoƌƚŚ ƚo acŚieve ƚŚe same 
emissions ƚŚƌesŚoůds Ĩoƌ Ɖƌoũecƚs in ƚŚe soƵƚŚ͘ �aƌůǇ on in ƚŚe Ɖƌocess͕ ƚŚe �Ƶsƚodian ǁiůů need ƚo condƵcƚ moƌe 
ƌeseaƌcŚ͕ anaůǇsis and enŐaŐemenƚ ǁiƚŚ /ndiŐenoƵs ƌiŐŚƚsŚoůdeƌs as iƚ oƉeƌationaůiǌes ƚŚese ŬeǇ conceƉƚs and 
deveůoƉs emissions ƚŚƌesŚoůds ƚo ensƵƌe ƚŚeǇ ƌeŇecƚ �anadaΖs imƉoƌƚanƚ ƌeŐionaů diīeƌences͘

Box 6: Why carbon offsets are ineligible under the taxonomy framework 

tŚiůe caƌďon oīseƚs aƌe eǆƉecƚed ƚo ƉůaǇ a maũoƌ ƌoůe in acŚievinŐ Őůoďaů cůimaƚe ƚaƌŐeƚs͕ Ɖƌoũecƚs in ƚŚe 
ƚaǆonomǇ aƌe noƚ ƉeƌmiƩed ƚo ƌeůǇ on caƌďon oīseƚs ƚo comƉůǇ ǁiƚŚ emissionsͲinƚensiƚǇ ƚŚƌesŚoůds͘ dŚe 
ƉƵƌƉose oĨ ƚŚe ƚaǆonomǇ is ƚo encoƵƌaŐe invesƚmenƚs ƚŚaƚ diƌecƚůǇ ƌedƵce emissions͘ �iƌecƚůǇ aďatinŐ oƌ 
ƌedƵcinŐ emissions ǁiƚŚin ƚŚe ďoƵndaƌies oĨ a Ɖƌoũecƚ ;e͘Ő͕͘ imƉƌovinŐ eneƌŐǇ eĸciencǇ͕  ĨƵeů sǁiƚcŚinŐ͕ 
caƌďon caƉƚƵƌe͕ Ƶtiůiǌation and sƚoƌaŐeͿ ƌedƵces iƚs ƚƌansition ƌisŬ͘ 

�Ǉ conƚƌasƚ͕ aůůoǁinŐ Ɖƌoũecƚs ƚo ƉƵƌcŚase caƌďon oīseƚs ƚŚaƚ occƵƌ eůseǁŚeƌe in ƚŚe economǇ ǁeaŬens 
ƚŚe incentive ƚo maŬe ƚŚe ƚƌansĨoƌmative invesƚmenƚs necessaƌǇ ƚo aůiŐn oƉeƌations ǁiƚŚ ƚŚe Őůoďaů 
ƚƌansition͘ /Ĩ ƚŚese oīseƚs ǁeƌe sƵddenůǇ Ƶnavaiůaďůe͕ oƌ Ɖƌoven ƚo Śave ƋƵestionaďůe cƌediďiůiƚǇ͕  iƚ coƵůd 
eǆƉose ƚŚe Ɖƌoũecƚ ƚo siŐniĮcanƚ ƚƌansition ƌisŬ͗ ƵndoinŐ ƚŚe initiaů oīseƚ coƵůd eǆƉose ƚŚe Ɖƌoũecƚ s͛ 
emissions ƚo a caƌďon Ɖƌice ;ůiŬeůǇ aƚ a ŚiŐŚeƌ cosƚ ƚŚan ƚŚe oīseƚͿ͘ 

As ƚŚe ƚaǆonomǇ ĨƌameǁoƌŬ deveůoƉs͕ cƌiƚeƌia ǁiůů need ƚo ďe ĨƵƌƚŚeƌ deveůoƉed and ƌeĮned aƌoƵnd ƚŚis 
ůimiƚation͘ �ƌaǁinŐ ƚŚe ďoƵndaƌies aƌoƵnd Ɖƌoũecƚs is ƉaƌticƵůaƌůǇ imƉoƌƚanƚ͘ A Ɖƌoũecƚ maǇ͕  Ĩoƌ eǆamƉůe͕ 
ƌeůǇ on a ƚŚiƌd ƉaƌƚǇ ƚo manaŐe ƚŚe caƌďon caƉƚƵƌe͕ Ƶtiůiǌation and sƚoƌaŐe Ɖoƌtion oĨ iƚs oƉeƌation ƚo 
ƌedƵce iƚs scoƉe ϭ emissions͘ dŚe ƚaǆonomǇ ǁoƵůd need cůeaƌ ŐƵideůines Ĩoƌ ƚŚese ƚǇƉes oĨ Ɖƌoũecƚs͕ 
ensƵƌinŐ ƚŚaƚ ƚŚe Ɖƌoũecƚ ƉƌoƉonenƚ ƌeceivinŐ ƚaǆonomǇͲaƉƉƌoved ĮnancinŐ is Śeůd accoƵnƚaďůe Ĩoƌ 
ƚŚose emissions ƌedƵctions͘
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Wƌoũecƚs ƚŚaƚ do noƚ Ĩace oƌ enaďůe maƚeƌiaů demandͲside ƌisŬ ;i͘e͕͘ ƚŚose ƚŚaƚ do noƚ Śave maƚeƌiaů doǁnsƚƌeam 
scoƉe ϯ emissionsͿ Ĩace a diīeƌenƚ seƚ oĨ ƋƵestions in ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ in &iŐƵƌe Ϯ͘ 

dŚe Įƌsƚ ƋƵestion Ĩoƌ ƚŚese Ɖƌoũecƚs ;sƚeƉ ηϱ in &iŐƵƌe ϮͿ is ǁŚeƚŚeƌ ƚŚeǇ Śave maƚeƌiaů scoƉe ϭ and Ϯ emissions 
and͕ as a ƌesƵůƚ͕ Ĩace sƵƉƉůǇͲside ƌisŬ͘ As identiĮed in ƚŚe �anadian �ůimaƚe /nstiƚƵƚe s͛ ϮϬϮϭ ^ŝŶŬ�Žƌ�^ǁŝŵ report͕ 
ƚŚese incůƵde emissionsͲinƚensive activities ƚŚaƚ ďecome incƌeasinŐůǇ eǆƉosed ƚo ƌisinŐ Ɖƌices on caƌďonͶa 
necessaƌǇ ƌeaůiƚǇ iĨ ƚŚe ǁoƌůd is ƚo acŚieve iƚs cůimaƚe ƚaƌŐeƚs͘ Kveƌ time͕ incƌeasinŐ caƌďon cosƚs ƉƵƚ ƵƉǁaƌd 
ƉƌessƵƌe on ƉƌodƵction oƌ sƵƉƉůǇ cosƚs Ĩoƌ emissionsͲinƚensive ƉƌodƵceƌsͶesƉeciaůůǇ ƚŚose ǁiƚŚ ŚiŐŚeƌͲemiƫnŐ 
oƉeƌations ;amonŐ ƉeeƌsͿͶand ďecome a dominanƚ soƵƌce oĨ ƚƌansition ƌisŬ͘ 

dŚis caƚeŐoƌǇ oĨ activities incůƵdes͕ Ĩoƌ eǆamƉůe͕ manǇ emissionsͲinƚensive activities and secƚoƌs͕ sƵcŚ as 
manƵĨacƚƵƌeƌs oĨ iƌon and sƚeeů͕ cemenƚ͕ aůƵminƵm͕ cŚemicaůs oƌ ƚŚe aiƌůine secƚoƌ͘  /ƚ coƵůd aůso incůƵde Ɖƌoũecƚs 
ƚŚaƚ Ƶse naƚƵƌaů ŐasͲĮƌed eůecƚƌiciƚǇ ƚo ƌeƉůace ŚiŐŚeƌͲemiƫnŐ coaůͲĮƌed eůecƚƌiciƚǇ Őeneƌation͕ ďƵƚ onůǇ ǁŚen 
accomƉanied ďǇ sƚƌinŐenƚ emissions ƚŚƌesŚoůds ƚŚaƚ ǁoƵůd ƌeƋƵiƌe ƚŚe addition oĨ caƌďon caƉƚƵƌe͕ Ƶtiůiǌation 
and sƚoƌaŐe ƚecŚnoůoŐies͘ dŚis aƉƉƌoacŚ Śas ƌeceived siŐniĮcanƚ aƩention dƵe ƚo ƚŚe ƌecenƚ cŚanŐes ƚo ƚŚe �h 
sƵsƚainaďůe Įnance ;ŐƌeenͿ ƚaǆonomǇ͕  ǁŚicŚ Śas made ƚŚese ƚǇƉes oĨ ƌeƉůacemenƚ activities eůiŐiďůe Ĩoƌ iƚs Őƌeen 
cůassiĮcation  ;see �oǆ ϳͿ͘

Box 7: The EU decision to include natural gas and nuclear in its sustainable finance (green) 
taxonomy

�acŚ activiƚǇ ǁiƚŚin ƚŚe �h ƚaǆonomǇ Śas ƚecŚnicaů scƌeeninŐ cƌiƚeƌia ƚo deƚeƌmine ǁŚeƚŚeƌ iƚ is maŬinŐ a 
sƵďsƚantiaů conƚƌiďƵtion ƚo an enviƌonmenƚaů oďũective and doinŐ no siŐniĮcanƚ Śaƌm ƚo oƚŚeƌ oďũectives͘ 
dŚe �h s͛ dĂǆŽŶŽŵǇ��ŽŵƉůĞŵĞŶƚĂƌǇ��ůŝŵĂƚĞ��ĞůĞŐĂƚĞĚ��Đƚ͕ ǁŚicŚ ǁiůů aƉƉůǇ in ϮϬϮϯ͕ inƚƌodƵces 
scƌeeninŐ cƌiƚeƌia Ĩoƌ ƚŚe consƚƌƵction and oƉeƌation oĨ nƵcůeaƌ eneƌŐǇ Ĩaciůities and Ĩaciůities ƵsinŐ Ĩossiů 
;naƚƵƌaůͿ Őas͘ 

DaŬinŐ ƚŚese activities eůiŐiďůe in ƚŚe �h ƚaǆonomǇ Śas sƉaƌŬed siŐniĮcanƚ deďaƚe oveƌ ǁŚeƚŚeƌ ƵsinŐ 
nƵcůeaƌ Ɖoǁeƌ and naƚƵƌaů Őas can ďe consisƚenƚ ǁiƚŚ Őůoďaů cůimaƚe ;and oƚŚeƌ enviƌonmenƚaůͿ Őoaůs͘ /ƚ 
aůso ƌaises imƉoƌƚanƚ consideƌations Ĩoƌ Śoǁ ƚŚese activities coƵůd ďe ƚƌeaƚed in a �anadian ƚaǆonomǇ͘ 
�eůoǁ aƌe some ŬeǇ consideƌations Ĩoƌ �anada movinŐ Ĩoƌǁaƌd͘

&iƌsƚ͕ iƚ is imƉoƌƚanƚ ƚo ŚiŐŚůiŐŚƚ ƚŚaƚ ƚŚe neǁ scƌeeninŐ cƌiƚeƌia Ĩoƌ naƚƵƌaů Őas do noƚ aƉƉůǇ oƌ coveƌ 
ƵƉsƚƌeam eǆƚƌaction and ƉƌodƵction ;ƚŚese activities aƌe noƚ incůƵded in ƚŚe �h ƚaǆonomǇͿ͘ �ůiŐiďůe 
naƚƵƌaů Őas Ɖƌoũecƚs mƵsƚ ďe eůecƚƌiciƚǇ Őeneƌation Ĩaciůities oƌ Śeaƚ Őeneƌation Ĩaciůities ƚŚaƚ eiƚŚeƌ coͲ
Őeneƌaƚe Ɖoǁeƌ oƌ aƌe connecƚed ƚo eĸcienƚ disƚƌicƚ ŚeatinŐ and cooůinŐ sǇsƚems͘

^econd͕ ƚŚe ƚŚƌesŚoůds seƚ ďǇ ƚŚe �h cƌiƚeƌia aƌe sƚƌinŐenƚ ƌeůative ƚo eǆistinŐ emissions inƚensities aƚ 
eǆistinŐ �h Ĩaciůities͘ do ďe ŐƌeenͲeůiŐiďůe͕ aůů Ɖoǁeƌ Őeneƌation Ĩaciůities ;incůƵdinŐ nƵcůeaƌ and naƚƵƌaů 
ŐasͿ mƵsƚ Śave ůiĨecǇcůe emissions ďeůoǁ ϭϬϬŐ �K2eͬŬtŚ ;caƌďon dioǆide eƋƵivaůenƚ Ɖeƌ ŬiůoǁaƩ ŚoƵƌͿ͘ 
dŚe emissions inƚensiƚǇ ƚŚƌesŚoůd Ĩoƌ naƚƵƌaů Őas Ĩaciůities ƉeƌmiƩed ďeĨoƌe ϮϬϯϬ aƌe ůess sƚƌinŐenƚ 
;seƚ aƚ ϮϳϬŐ �K2eͬŬtŚͿ ďƵƚ mƵsƚ satisĨǇ oƚŚeƌ cƌiƚeƌia͘ &oƌ eǆamƉůe͕ ƚŚese Ĩaciůities mƵsƚ ďe ƌeƉůacinŐ 
a ŚiŐŚͲemiƫnŐ Ĩossiů ĨƵeůͲƉoǁeƌed ĨaciůiƚǇ ǁŚeƌe no ƌeneǁaďůe aůƚeƌnatives aƌe Ĩeasiďůe and mƵsƚ noƚ 
siŐniĮcanƚůǇ incƌease ƚoƚaů ƉƌodƵction caƉaciƚǇ͘ dŚeǇ mƵsƚ aůso maŬe a ĨƵůů sǁiƚcŚ ƚo ƌeneǁaďůe oƌ ůoǁͲ
caƌďon ĨƵeů ďǇ ϮϬϯϲ͘ 

https://climateinstitute.ca/reports/sink-or-swim/
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&oƌ ƉeƌsƉective͕ ƚŚe �hͲǁide emissions inƚensiƚǇ Ĩoƌ naƚƵƌaů ŐasͲƉoǁeƌed eůecƚƌiciƚǇ is estimaƚed aƚ ϯϳϬŐ 
�K2eƋͬŬtŚ͕ ǁeůů aďove ƚŚe scƌeeninŐ ƚŚƌesŚoůds ;�mďeƌ͕  ϮϬϮϮͿ͘ �oƚŚ naƚƵƌaů ŐasͲĮƌed eůecƚƌiciƚǇ and 
nƵcůeaƌ Ɖoǁeƌ Ɖƌoũecƚs ǁoƵůd aůso need ƚo satisĨǇ ƚŚe Ηdo no siŐniĮcanƚ ŚaƌmΗ cƌiƚeƌia ƚo ƌemain eůiŐiďůe 
Ƶndeƌ ƚŚe ƚaǆonomǇ͘ 

&inaůůǇ͕  ǁŚeƌeas ƚŚe �h ƚaǆonomǇ onůǇ coveƌs Őƌeen activities͕ ƚŚe ƉƌoƉosed ƚaǆonomǇ ĨƌameǁoƌŬ 
Ĩoƌ �anada coveƌs ďoƚŚ Őƌeen and ƚƌansition activities͕ ǁŚicŚ coƵůd ŚeůƉ aůůaǇ some oĨ ƚŚe conceƌns 
sƵƌĨaced in ƚŚe �h͘ hndeƌ ƚŚis ƉƌoƉosed ĨƌameǁoƌŬ Ĩoƌ �anada͕ naƚƵƌaů ŐasͲĮƌed eůecƚƌiciƚǇ Ɖƌoũecƚs 
ǁoƵůd ďe consideƌed ƚo Śave maƚeƌiaů scoƉe ϭ and Ϯ emissions ;and ƚŚeƌeĨoƌe Ĩace ŚiŐŚ caƌďon cosƚs in 
ƚŚe ĨƵƚƵƌeͿ and ǁoƵůd ƚŚeƌeĨoƌe need ƚo demonsƚƌaƚe siŐniĮcanƚ emissions ƌedƵctions ƚo ďe caƚeŐoƌiǌed 
as ƚƌansitionͲeůiŐiďůe͘ /n ƚŚese cases͕ ƚŚe �Ƶsƚodian oĨ ƚŚe �anadian ƚaǆonomǇ coƵůd consideƌ adoƉtinŐ 
ƚŚƌesŚoůds deveůoƉed ďǇ ƚŚe �h͕ and evaůƵaƚe ǁŚeƚŚeƌ ƚŚeǇ aƌe sƚƌinŐenƚ enoƵŐŚ ƚo comƉůǇ ǁiƚŚ 
�anadian neƚͲǌeƌo ƉaƚŚǁaǇs͘ 

dŚe �anadaͲǁide emissions inƚensiƚǇ oĨ naƚƵƌaů ŐasͲĮƌed eůecƚƌiciƚǇ ǁas ϰϴϵŐ �K2eƋͬŬtŚ in ϮϬϮϬ͕ ǁŚicŚ 
is siŐniĮcanƚůǇ ŚiŐŚeƌ ƚŚan ƚŚe �h scƌeeninŐ cƌiƚeƌia ;����͕ ϮϬϮϮͿ͘ EƵcůeaƌ Ɖoǁeƌ͕  on ƚŚe oƚŚeƌ Śand͕ 
coƵůd ďe caƚeŐoƌiǌed as Őƌeen in ƚŚe ƉƌoƉosed ƚaǆonomǇ ĨƌameǁoƌŬ Ĩoƌ �anada͘ 'ůoďaůůǇ͕  nƵcůeaƌ Ɖoǁeƌ 
Śas a median ůiĨecǇcůe emissions inƚensiƚǇ oĨ ϭϮŐ �K2eƋͬŬtŚ ;^cŚůƂmeƌ eƚ aů͕ ϮϬϭϰͿ͘ dŚese Ɖƌoũecƚs 
ǁoƵůd aůso need ƚo satisĨǇ ƚŚe Ηdo no siŐniĮcanƚ ŚaƌmΗ cƌiƚeƌia͘

dŚe neǆƚ ƋƵestion Ĩoƌ Ɖƌoũecƚs ǁiƚŚ maƚeƌiaů scoƉe ϭ and Ϯ emissions ;sƚeƉ ηϲ in &iŐƵƌe ϮͿ is aďoƵƚ ƉƌeventinŐ 
pathway dependency͘ ^ome Ɖƌoũecƚs and activities ǁiƚŚ sƵƉƉůǇͲside ƌisŬ maǇ͕  in Ĩacƚ͕ cƌeaƚe caƌďon ůocŬͲin and 
ƉaƚŚ deƉendencǇ ƚŚaƚ aƌe inconsisƚenƚ ǁiƚŚ ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs͘ dŚis coƵůd incůƵde͕ Ĩoƌ eǆamƉůe͕ ƚŚe 
consƚƌƵction oĨ a ĮƌsƚͲŐeneƌation ďioĨƵeůs ĨaciůiƚǇ ƉƌodƵcinŐ coƌn oƌ ǁŚeaƚͲďased eƚŚanoů͘ ^caůinŐ ƵƉ ƚŚese ƚǇƉes 
oĨ conventionaů ďioĨƵeůs is consƚƌained ďǇ ƌeůativeůǇ ůoǁ ďůendinŐ ůimiƚs in ƚŚe eǆistinŐ ŐasoůineͲƉoǁeƌed veŚicůe 
Ňeeƚ and͕ indiƌecƚůǇ͕  coƵůd cƌeaƚe ineƌtia in ƚŚe sŚiŌ ƚoǁaƌd eůecƚƌicͲ oƌ ŚǇdƌoŐenͲƉoǁeƌed veŚicůes͘29  Wƌoũecƚs 
ǁiƚŚ ůonŐ ůiĨesƉans can aůso cƌeaƚe ƉaƚŚ deƉendencǇ and caƌďon ůocŬͲin͕ ƉaƌticƵůaƌůǇ in ŚeavǇ indƵsƚƌiaů secƚoƌs 
ǁŚose Ĩaciůities can oƉeƌaƚe Ĩoƌ seveƌaů decades͘ 

&oƌ sƵƉƉůǇͲside ƌisŬ Ɖƌoũecƚs ƚŚaƚ do noƚ cƌeaƚe ƉaƚŚ deƉendencǇ͕  ƚŚe neǆƚ ƋƵestion is ǁŚeƚŚeƌ ƚŚeǇ maŬe 
siŐniĮcanƚ emission reductions ;sƚeƉ ηϰ in &iŐƵƌe ϮͿ͘ dŚis coƵůd incůƵde͕ Ĩoƌ eǆamƉůe͗ a sƚeeů manƵĨacƚƵƌinŐ 
ĨaciůiƚǇ investinŐ in an eůecƚƌic aƌc ĨƵƌnace ƚŚaƚ siŐniĮcanƚůǇ ƌedƵces iƚs scoƉe ϭ and Ϯ emissions͖ ďƵiůdinŐ a neǁ 
ůine oĨ aiƌcƌaŌ ƚŚaƚ Ƶses cůean ŚǇdƌoŐen ƚo siŐniĮcanƚůǇ ƌedƵce iƚs comďƵstion emissions ;ǁŚicŚ͕ Ĩoƌ ƚŚe aiƌůine͕ 
aƌe coƵnƚed as iƚs scoƉe ϭ emissionsͿ͖ a ƉƵůƉ and ƉaƉeƌ ƉƌodƵceƌ ƚŚaƚ conveƌƚs ƚo ƵsinŐ ďiomass Ĩoƌ iƚs eneƌŐǇ 
needs͖ oƌ a cemenƚ manƵĨacƚƵƌeƌ insƚaůůinŐ caƌďon caƉƚƵƌe and sƚoƌaŐe ƚo siŐniĮcanƚůǇ ƌedƵce iƚs Ɖƌocess 
emissions͘ tŚaƚeveƌ iƚ is͕ iĨ ƚŚe Ɖƌoũecƚ can demonsƚƌaƚe siŐniĮcanƚ emissions ƌedƵctions ;consisƚenƚ ǁiƚŚ a neƚͲ
ǌeƌo ƉaƚŚ ďǇ ϮϬϯϬͿ͕ iƚ ǁoƵůd ďe caƚeŐoƌiǌed as ƚƌansitionͲeůiŐiďůe͘ 

29 tŚiůe moƌe advanced ďioĨƵeůs coƵůd ďe eůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ ;e͘Ő͕͘ dƌoƉͲin ďioĨƵeůs Ĩoƌ ŚaƌdͲƚoͲaďaƚe 
secƚoƌs ůiŬe aviation and ŚeavǇͲdƵƚǇ ƚƌƵcŬinŐͿ͕ neǁ ĮƌsƚͲŐeneƌation ďioĨƵeů Ĩaciůities ǁŚose ƉƌimaƌǇ Ƶse is in ůiŐŚƚͲdƵƚǇ 
veŚicůes aƌe eǆƉecƚed ƚo ďe ineůiŐiďůe͘

https://ember-climate.org/app/uploads/2022/02/Report-EER.pdf
https://publications.gc.ca/site/eng/9.506002/publication.html
https://www.ipcc.ch/site/assets/uploads/2018/02/ipcc_wg3_ar5_annex-iii.pdf


Taxonomy DesignPART TWO

Taxonomy Roadmap Report: Advice and Recommendations 43

/n sƵmmaƌǇ͕  ƚŚeƌe aƌe ƚǁo diīeƌenƚ ǁaǇs Ɖƌoũecƚs can ďe caƚeŐoƌiǌed as ƚƌansitionͲeůiŐiďůe͘ Wƌoũecƚs ƚŚaƚ Ĩace oƌ 
enable material demand-side risk mƵsƚ meeƚ ƚŚe ĨoůůoǁinŐ cƌiƚeƌia͗

 ! �emandͲside ƌisŬ ƚŚaƚ does noƚ maƚeƌiaůiǌe in ƚŚe sŚoƌƚ ƚeƌm and is a Ɖƌoũecƚ ƚŚaƚ does noƚ ƌeƋƵiƌe 
immediaƚe ƉŚaseͲoƵƚ in ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs͖

 ! A ůiĨesƉan ƚŚaƚ is ƉƌoƉoƌtionaƚe ƚo ǁŚen iƚs Őůoďaů demand is eǆƉecƚed ƚo decůine in ƌeƉƌesenƚative ϭ͘ϱ Σ� 
ƉaƚŚǁaǇs͖ and

 ! ^iŐniĮcanƚ emissions ƌedƵctions͕ consisƚenƚ ǁiƚŚ a ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϯϬ͘

 
�Ǉ conƚƌasƚ͕ Ɖƌoũecƚs ƚŚaƚ Śave supply-side risk mƵsƚ meeƚ a simiůaƌ seƚ oĨ cƌiƚeƌia͗

 ! Eo neŐative ƉaƚŚ deƉendencǇ oƌ caƌďon ůocŬͲin͖ and 

 ! ^iŐniĮcanƚ emissions ƌedƵctions͕ consisƚenƚ ǁiƚŚ a ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϯϬ͘ 

/n ďoƚŚ ƉaƚŚǁaǇs ƚo ƚƌansition eůiŐiďiůiƚǇ͕ ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ is desiŐned ƚo Įůƚeƌ oƵƚ Ɖƌoũecƚs and 
activities ƚŚaƚ aƌe inconsisƚenƚ ǁiƚŚ ϭ͘ϱ Σ� ƉaƚŚǁaǇs͘ Waƌƚ oĨ ƚŚis Ɖƌocess is ĮůƚeƌinŐ oƵƚ activities ƚŚaƚ do noƚ 
maŬe siŐniĮcanƚ emissions ƌedƵctions͘ �Ƶƚ iƚ is aůso aďoƵƚ avoidinŐ deadͲend ƉaƚŚǁaǇs͘ As noƚed ďǇ �anada s͛ 
EeƚͲ�eƌo AdvisoƌǇ �odǇ͕  some ƚecŚnoůoŐies and eneƌŐǇ soƵƌces ǁiůů maŬe neƚͲǌeƌo ƉaƚŚǁaǇs moƌe diĸcƵůƚ ďǇ 
͞ůocŬinŐ in ďƵiůdinŐ inĨƌasƚƌƵcƚƵƌe͕ sǇsƚems͕ and ƚecŚnoůoŐies ƚŚaƚ ǁiůů need ƚo ďe ƌeƉůaced oƌ ƌeƚƌoĮƩed aŐain͘͟ ϯϬ

^oůid Ĩossiů ĨƵeůs͕ Ɖeaƚ mininŐ and inƚeƌnaů comďƵstion enŐines aƌe ƚŚƌee eǆamƉůes oĨ deadͲend ƉaƚŚǁaǇs 
ƚŚaƚ aƌe aƵƚomaticaůůǇ ineůiŐiďůe Ƶndeƌ ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ͘ dŚese aƌe ƉaƚŚǁaǇs ƚŚaƚ need ƚo ďe 
ƉŚased oƵƚ Ƶndeƌ a ϭ͘ϱ Σ� ƉaƚŚǁaǇ and ǁŚeƌe sƵďstiƚƵƚes aƌe ďoƚŚ ƚecŚnicaůůǇ and economicaůůǇ viaďůe͘ As ƚŚe 
ƚƌansition ƉƌoŐƌesses͕ oƚŚeƌ deadͲend ƉaƚŚǁaǇs ǁiůů emeƌŐe͘ dŚe ƚaǆonomǇ ĨƌameǁoƌŬ ǁiůů need ƚo ďe ƵƉdaƚed 
accoƌdinŐůǇ͘ 

Green-eligible projects
Wƌoũecƚs ƚŚaƚ do noƚ Śave maƚeƌiaů scoƉe ϭ and Ϯ emissions and ƚŚaƚ Śave ůoǁ oƌ ǌeƌo doǁnsƚƌeam scoƉe 
ϯ emissions aƌe aƵƚomaticaůůǇ caƚeŐoƌiǌed as Őƌeen Ƶndeƌ ƚŚe ĨƌameǁoƌŬ͘ dŚe onůǇ additionaů ƋƵestion Ĩoƌ 
ƚŚese ůoǁͲemissions Ɖƌoũecƚs ;sƚeƉ ηϳ in &iŐƵƌe ϮͿ is ǁŚeƚŚeƌ ƚŚeǇ Ĩace oƌ enaďůe demandͲside oƉƉoƌƚƵniƚǇ in 
ƌeƉƌesenƚative ϭ͘ϱ Σ� ƉaƚŚǁaǇs͘ dŚe ^ŝŶŬ�Žƌ�^ǁŝŵ ƌeƉoƌƚ sŚoǁs ƚŚaƚ ƚŚe ƉƵsŚ ƚoǁaƌds neƚ ǌeƌo ǁiůů siŐniĮcanƚůǇ 
incƌease Őůoďaů demand Ĩoƌ some Őoods and seƌvices͕ ƌeƉƌesentinŐ neǁ and ŐƌoǁinŐ maƌŬeƚ oƉƉoƌƚƵnities͘ 
dŚe ůoǁͲcaƌďon ƚƌansition isͶand ǁiůů continƵe ƚoͶdiƌecƚůǇ incƌease demand Ĩoƌ ƚŚinŐs ůiŬe cůean eneƌŐǇ͕  cůean 
oƌ enviƌonmenƚaů ƚecŚnoůoŐies and aůƚeƌnative Ɖƌoƚeins͘ /n oƚŚeƌ cases͕ Őoods and seƌvices maǇ enaďůe ƚŚese 
activities͕ sƵcŚ as eůecƚƌiciƚǇ ƚƌansmission inĨƌasƚƌƵcƚƵƌe oƌ Őƌeen enŐineeƌinŐ seƌvices͘

zeƚ ƚŚeƌe aƌe manǇ economic activities ƚŚaƚ maǇ Śave ůoǁ oƌ ǌeƌo emissions ďƵƚ do noƚ necessaƌiůǇ Ĩace 
oƉƉoƌƚƵniƚǇ in ƚŚe ƚƌansition͘ dŚese ǁoƵůd incůƵde͕ Ĩoƌ eǆamƉůe͕ a ďiŐ Ɖoƌtion oĨ ƚŚe seƌvice secƚoƌ in ƚŚe 
economǇ͘ tŚiůe ƚŚe ƚaǆonomǇ coƵůd ďe ďƌoadened ƚo incůƵde ƚŚese ƚǇƉes oĨ activities in ƚŚe ĨƵƚƵƌe͕ ƚŚe ƌationaůe 
ďeŚind ƚŚis ƋƵestion is ƚo ĨocƵs ƚŚe ƚaǆonomǇ on activities ǁiƚŚ ƚŚe Őƌeaƚesƚ oƉƉoƌƚƵniƚǇ ďĞĐĂƵƐĞ oĨ ƚƌansition͕ oƌ 
ƚŚose Ɖƌoũecƚs and activities seůůinŐ inƚo ŐƌoǁinŐ maƌŬeƚs͘ 

/n ƚŚe initiaů sƚaŐes oĨ ƚaǆonomǇ deveůoƉmenƚ͕ issƵeƌs coƵůd assess ƚŚe deŐƌee oĨ maƌŬeƚ oƉƉoƌƚƵniƚǇ aƚ a ŚiŐŚ 
ůeveůͶƌecoŐniǌinŐ ƚŚaƚ smaůů and mediƵmͲsiǌed issƵeƌs maǇ Śave diĸcƵůƚǇ evaůƵatinŐ ƚŚis ƉaƌticƵůaƌ cƌiƚeƌion͘ 

ϯϬ ^ee Anneǆ ϯ oĨ �anada s͛ ϮϬϯϬ �missions RedƵction Wůan͕ ǁŚeƌe ƚŚe EeƚͲ�eƌo AdvisoƌǇ �odǇ Ɖƌovides iƚs 
oveƌaƌcŚinŐ advice in ƌeůation ƚo ƚŚe ůine oĨ inƋƵiƌǇ on ďƵiůdinŐs͘

https://www.canada.ca/en/services/environment/weather/climatechange/climate-plan/climate-plan-overview/emissions-reduction-2030/plan/annex-3.html
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dŚe ŬeǇ maƌŬeƚs and ƚecŚnoůoŐies ůisƚed in ƚŚe ^ŝŶŬ�Žƌ�^ǁŝŵ ƌeƉoƌƚ͕ Ĩoƌ eǆamƉůe͕ coƵůd ďe Ƶsed as a sƚaƌtinŐ 
Ɖoinƚ͕ ǁŚicŚ Śave aůƌeadǇ ďeen assessed Ĩoƌ ƚŚe �anadian conƚeǆƚ͘ Knce ƚŚe �Ƶsƚodian is esƚaďůisŚed͕ iƚ coƵůd 
Ɖƌovide moƌe deƚaiůed anaůǇsis ƚo sƵƉƉoƌƚ ƚŚe evaůƵation oĨ ͞maƌŬeƚ oƉƉoƌƚƵniƚǇ͟ ƚŚaƚ ǁoƵůd maŬe iƚ easieƌ 
Ĩoƌ issƵeƌs ƚo move ƚŚƌoƵŐŚ ƚŚe ĨƌameǁoƌŬ͘ ^imiůaƌ ƚo oƚŚeƌ asƉecƚs oĨ ƚŚe ƚaǆonomǇ͕  ƚŚe �Ƶsƚodian coƵůd aůso 
ƵƉdaƚe ƚŚis ƌeŐƵůaƌůǇ ƚo ƌeŇecƚ ƚŚe evoůvinŐ naƚƵƌe͘ 

dŚe ďƌeadƚŚ and scoƉe oĨ Ɖƌoũecƚs ƚŚaƚ ǁoƵůd ƋƵaůiĨǇ as Őƌeen aƌe eǆƉecƚed ƚo incƌease siŐniĮcanƚůǇ oveƌ time͘ 
dŚe �anadian �ůimaƚe /nstiƚƵƚe consideƌed nine maƌŬeƚs in iƚs ^ŝŶŬ�Žƌ�^ǁŝŵ ƌeƉoƌƚ ƚŚaƚ aƌe eǆƉecƚed ƚo Őƌoǁ 
in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition͕ incůƵdinŐ ůoǁͲcaƌďon eůecƚƌiciƚǇ͕  ůoǁͲcaƌďon ƚƌansƉoƌƚation͕ aŐƌicƵůƚƵƌaů 
ƚecŚnoůoŐies and aůƚeƌnative Ɖƌoƚeins͕ and cůean ŚǇdƌoŐen͘ dŚese aƌe maƌŬeƚs ǁŚeƌe �anadian comƉanies 
aůƌeadǇ Śave a ĨooƚŚoůd and aƌe aƩƌactinŐ invesƚmenƚ͕ and ǁŚeƌe Őƌeen eůiŐiďiůiƚǇ Ƶndeƌ ƚŚe ƚaǆonomǇ coƵůd 
ŚeůƉ moďiůiǌe and ƚƌacŬ caƉiƚaů͘ Doƌeoveƌ͕  cosƚs continƵe ƚo Ĩaůů Ĩoƌ a ƌanŐe oĨ ůoǁͲ oƌ ǌeƌoͲcaƌďon ƚecŚnoůoŐies͕ 
sƵcŚ as ƌeneǁaďůes͕ ďaƩeƌies and eůecƚƌoůǇseƌs ;Ĩoƌ ƉƌodƵcinŐ Őƌeen ŚǇdƌoŐenͿ͕ ǁŚicŚ ǁiůů acceůeƌaƚe ƚŚeiƌ 
adoƉtion and maƌŬeƚ ŐƌoǁƚŚ in ƚŚe ĨƵƚƵƌe͘ 

'ƌeen eůiŐiďiůiƚǇ Ƶndeƌ ƚŚe ƚaǆonomǇ coƵůd aƉƉůǇ ƚo ůoǁͲ oƌ ǌeƌoͲemissions Ɖƌoũecƚs acƌoss ƚŚe innovation 
cŚain͕ Ĩƌom eaƌůǇ ƚecŚnoůoŐǇ deveůoƉmenƚ ƚo ǁidescaůe commeƌciaůiǌation͘ &oƌ eǆamƉůe͕ ƚŚeƌe aƌe a ƌanŐe oĨ 
ůoǁͲcaƌďon ƚecŚnoůoŐies ƚŚaƚ aƌe noƚ Ǉeƚ commeƌciaůůǇ viaďůe͕ ďƵƚ coƵůd Ɖƌovide maƚeƌiaů enviƌonmenƚaů and 
economic ďeneĮƚs on �anada s͛ ƉaƚŚǁaǇ ƚoǁaƌd neƚ ǌeƌo͘ dŚese incůƵde ƉƌodƵcinŐ ŚiŐŚͲvaůƵe cŚemicaůs Ĩƌom 
ůoǁͲcaƌďon ĨeedsƚocŬs͕ sƵcŚ as meƚŚanoů Ĩƌom mƵniciƉaů soůid ǁasƚe oƌ ammonia Ĩƌom ŚǇdƌoŐen ǁiƚŚ ��h^͕ oƌ 
aviation ďioĨƵeůs Ĩƌom aŐƌicƵůƚƵƌaů and ǁood ǁasƚe͘ �eƉendinŐ on Ɖƌoũecƚ sƉeciĮcations͕ ƚŚese ƚǇƉes oĨ eaƌůǇͲ
sƚaŐe demonsƚƌation Ɖƌoũecƚs ǁoƵůd ďe ŐƌeenͲeůiŐiďůe͘

/ƚ is aůso noƚaďůe ƚŚaƚ ƚŚe ƉaƚŚ Ĩoƌ Őƌeen eůiŐiďiůiƚǇ incůƵdes Ɖƌoũecƚs ƚŚaƚ ĞŶĂďůĞ demandͲside oƉƉoƌƚƵniƚǇ in ƚŚe 
ƚƌansition͘ dŚese incůƵde Ɖƌoũecƚs and activities ƚŚaƚ maǇ noƚ eǆƉeƌience demandͲside oƉƉoƌƚƵnities diƌecƚůǇ͕  ďƵƚ 
ƌaƚŚeƌ Ɖƌovide ƚŚe cƌiticaů maƌŬeƚ inĨƌasƚƌƵcƚƵƌe necessaƌǇ ƚo caƉƚƵƌe ƚƌansition oƉƉoƌƚƵnities͘ dŚe consƚƌƵction 
oĨ a Ɖea Ɖƌoƚein ƉƌocessinŐ ĨaciůiƚǇ͕  Ĩoƌ eǆamƉůe͕ enaďůes ůocaů Ĩaƌmeƌs ƚo sŚiŌ ƚŚeiƌ cƌoƉs and Őƌoǁ moƌe Ɖea 
Ɖƌoƚeins͘ AnoƚŚeƌ eǆamƉůe is Őƌid inĨƌasƚƌƵcƚƵƌe ƚŚaƚ enaďůes Őƌeaƚeƌ eůecƚƌiĮcation͘ 

Wƌoũecƚs ǁiƚŚ ůoǁ oƌ ǌeƌo ;aďsoůƵƚeͿ scoƉe ϭ͕ Ϯ and ϯ emissions ƚŚaƚ Ĩace siŐniĮcanƚ demandͲside oƉƉoƌƚƵniƚǇ in 
ƚƌansition aƌe Őƌeen eůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͘

Recommendation 7

te ƌecommend ƚŚaƚ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ emďodǇ ƚŚe 
caƚeŐoƌiǌation ĨƌameǁoƌŬ inƚƌodƵced in ƚŚis ReƉoƌƚ͕ ǁŚeƌe Ɖƌoũecƚs aƌe deƚeƌmined ƚo ďe 
ƚaǆonomǇͲeůiŐiďůe onůǇ iĨ maƚeƌiaů scoƉe ϭ͕ Ϯ and ϯ emissions͕ eǆcůƵdinŐ caƌďon oīseƚs͕ aƌe aůiŐned 
ǁiƚŚ ƌeƉƌesenƚative ƉaƚŚǁaǇs in a ϭ͘ϱ Σ� scenaƌio͘ Wƌoũecƚs ƚŚaƚ ůead ƚo siŐniĮcanƚ incƌeases in 
emissions and maŬe iƚ diĸcƵůƚ ƚo ƌedƵce emissions ǁoƵůd ďe ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͘
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3) “Do No Significant Harm” Requirements 
dŚe Įnaů sƚeƉ ƚo evaůƵatinŐ ƚŚe ƚaǆonomǇ eůiŐiďiůiƚǇ invoůves assessinŐ eacŚ Ɖƌoũecƚ aŐainsƚ a seƚ oĨ ͞do no 
siŐniĮcanƚ Śaƌm͟ ;�E^,Ϳ cƌiƚeƌia͕ iůůƵsƚƌaƚed in daďůe ϰ͘ dŚese aƌe ďinaƌǇ cƌiƚeƌia͗ iĨ a Ɖƌoũecƚ vioůaƚes anǇ one 
oĨ ƚŚese cƌiƚeƌia͕ iƚ ǁoƵůd ďe ineůiŐiďůe Ƶndeƌ ƚŚe ƚaǆonomǇ͘ &oƌ eǆamƉůe͕ a Ɖƌoũecƚ ƚŚaƚ is caƚeŐoƌiǌed as Őƌeen 
ƚŚaƚ aůso caƵses siŐniĮcanƚ ;nonͲcůimaƚeͿ enviƌonmenƚaů damaŐe ǁoƵůd ďe ineůiŐiďůe͘ dŚe �E^, ƚeƌminoůoŐǇ 
and conceƉƚ͕ ǁŚicŚ ǁas Ɖioneeƌed in ƚŚe �h sƵsƚainaďůe Įnance ;ŐƌeenͿ ƚaǆonomǇ͕  is noǁ a ďesƚ Ɖƌactice and a 
common ƌeƋƵiƌemenƚ oĨ ƚaǆonomies ŐůoďaůůǇ͘   

dŚese �E^, cƌiƚeƌia aƌe inĨoƌmed ďǇ ƚŚe aƉƉƌoacŚ ƚaŬen in ƚŚe �h ;see �oǆ ϴͿ ďƵƚ aƌe adaƉƚed ƚo meeƚ ƚŚe 
ƵniƋƵe needs Ĩoƌ �anada͘ A cƌiƚeƌion ƚo ensƵƌe Ɖƌoũecƚs meeƚ minimƵm sƚandaƌds Ĩoƌ ƌesƉectinŐ /ndiŐenoƵs 
ƌiŐŚƚs and ƌeconciůiation ǁas added ƚo ƌeŇecƚ ƚŚe imƉoƌƚance oĨ ƚŚis issƵe ǁiƚŚin ƚŚe �anadian conƚeǆƚ͘ AnoƚŚeƌ 
cƌiƚeƌion ǁas added ƚo ensƵƌe Ɖƌoũecƚs do no Śaƌm ƚo ǁoƌŬeƌs and commƵnities ;and aůiŐn ǁiƚŚ ũƵsƚ ƚƌansition 
principles). 

Additionaů deveůoƉmenƚ ǁoƌŬ ǁiůů ďe needed ƚo enƌicŚ ƚŚe ƚŚƌesŚoůds and minimƵm sƚandaƌds in daďůe ϰ͕ and 
ƚo cůeaƌůǇ deĮne ƚŚe siŐniĮcanƚ Śaƌm conceƉƚ so ƚŚaƚ iƚ is Ƶsed ƉƌoƉeƌůǇ and noƚ misinƚeƌƉƌeƚed͘ �eveůoƉmenƚ 
ǁoƌŬ ǁiůů aůso ďe needed ƚo ensƵƌe ƚŚaƚ ƚŚe �E^, cƌiƚeƌia aƌe consisƚenƚ ǁiƚŚ aƉƉůicaďůe �anadian ůaǁs ;e͘Ő͘ 
enviƌonmenƚ͕ ůaďoƵƌ͕  /ndiŐenoƵs ƌiŐŚƚsͿ͕ and ƚŚaƚ ƚŚeǇ minimiǌe dƵƉůication and additionaů ǁoƌŬ Ĩoƌ issƵeƌs͘ dŚe 
oďũective is ƚo seƚ ƌeƋƵiƌemenƚs ƚŚaƚ aƌe cůeaƌůǇ deĮned and ƵseƌͲĨƌiendůǇ͕  and ǁŚicŚ ƌesƵůƚ in cƌediďůe �E^, 
assessments.  

dŚe �E^, ƌeƋƵiƌemenƚs coƵůd ďƵiůd on inƚeƌnationaů ďesƚ Ɖƌactices͕ incůƵdinŐ ƚŚose ƌeŇecƚed in ƚŚe �h s͛ 
sƵsƚainaďůe Įnance ƚaǆonomǇ͘ dŚƌesŚoůds Ĩoƌ ǁoƌŬeƌs and ũƵsƚ ƚƌansition coƵůd ďe inĨoƌmed ďǇ ƚŚe ǁoƌŬ oĨ ƚŚe 
toƌůd �encŚmaƌŬinŐ Aůůiance as ǁeůů as ƚŚe /nƚeƌnationaů >aďoƵƌ KƌŐaniǌation͘ /n addition ƚo ƚŚe �E^, cƌiƚeƌia͕ 
ĨƵƚƵƌe consideƌation maǇ ďe Őiven ƚo seƫnŐ cƌiƚeƌia ƚŚaƚ scƌeen oƵƚ Ɖƌoũecƚs ƚŚaƚ do noƚ comƉůǇ ǁiƚŚ minimƵm 
sociaů saĨeŐƵaƌds͕ incůƵdinŐ in ƌeůation ƚo inƚeƌnationaů ŚƵman and ůaďoƵƌ ƌiŐŚƚs and antiͲcoƌƌƵƉtion and 
ďƌiďeƌǇ͘ dŚis coƵůd ďe inĨoƌmed ďǇ ƚŚe �h aƉƉƌoacŚ͕ ǁŚeƌe Ɖƌoũecƚs mƵsƚ comƉůǇ ǁiƚŚ maũoƌ coƌƉoƌaƚe sociaů 
ƌesƉonsiďiůiƚǇ ĨƌameǁoƌŬs͕ incůƵdinŐ ƚŚe hE 'ƵidinŐ WƌinciƉůes on �Ƶsiness and ,Ƶman RiŐŚƚs and ƚŚe K��� 
'Ƶideůines on DƵůtinationaů �nƚeƌƉƌises͘ 

Box 8: The EU’s “do no significant harm” criteria

dŚe �h ǁas ƚŚe Įƌsƚ ũƵƌisdiction ƚo aƌticƵůaƚe and incůƵde a seƚ oĨ �E^, cƌiƚeƌia diƌecƚůǇ inƚo iƚs ƚaǆonomǇ͘ 
do ƌemain eůiŐiďůe Ĩoƌ ƚŚe �h ƚaǆonomǇ͕  a Ɖƌoũecƚ mƵsƚ meeƚ ƚŚe minimƵm ƌeƋƵiƌemenƚs Ĩoƌ ϭͿ cůimaƚe 
cŚanŐe mitiŐation͕ ϮͿ sƵsƚainaďůe Ƶse and Ɖƌoƚection oĨ ǁaƚeƌ and maƌine ƌesoƵƌces͕ ϯͿ ƉoůůƵtion 
Ɖƌevention and conƚƌoů͕ ϰͿ cůimaƚe cŚanŐe adaƉƚation͕ ϱͿ ciƌcƵůaƌ economǇ and ϲͿ Ɖƌoƚection and 
ƌesƚoƌation oĨ ďiodiveƌsiƚǇ and ecosǇsƚems͘
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Table 4: “Do No Significant Harm” Criteria

Recommendation 8

te ƌecommend ƚŚaƚ ƚŚe eůiŐiďiůiƚǇ ƌeƋƵiƌemenƚs Ƶndeƌ ƚŚe Őƌeen and ƚƌansition Įnance 
ƚaǆonomǇ incůƵde an assessmenƚ aŐainsƚ ͞do no siŐniĮcanƚ Śaƌm͟ cƌiƚeƌia͕ ǁŚicŚ meeƚ ƚŚe ƵniƋƵe 
needs oĨ �anada͕ and aƌe inĨoƌmed ďǇ ƚŚe �ƵƌoƉean hnion s͛ ^Ƶsƚainaďůe &inance daǆonomǇ͕  
incůƵdinŐ͕ ďƵƚ noƚ ůimiƚed ƚo͕ meetinŐ minimƵm sƚandaƌds Ĩoƌ ƌesƉectinŐ /ndiŐenoƵs ƌiŐŚƚs and 
ƌeconciůiation as ǁeůů as Ĩoƌ sƵƉƉoƌtinŐ ǁoƌŬeƌs and commƵnities in ƌeůation ƚo ũƵsƚ ƚƌansition͘

Objective Rationale Criteria

No significant 
harm to 
environmental 
outcomes

^ome ƚaǆonomǇ activities maǇ imƉose enviƌonmenƚaů ;nonͲ
cůimaƚeͿ damaŐes oƌ cosƚs ƚŚaƚ mƵsƚ ďe minimiǌed͘ dŚis 
cƌiƚeƌion amaůŐamaƚes ƚŚƌee caƚeŐoƌies Ĩƌom ƚŚe �h ƚaǆonomǇ 
;sƵsƚainaďůe Ƶse and Ɖƌoƚection oĨ ǁaƚeƌ and maƌine ƌesoƵƌces͕ 
ƉoůůƵtion Ɖƌevention and conƚƌoů͕ and Ɖƌoƚection and ƌesƚoƌation 
oĨ ďiodiveƌsiƚǇ and ecosǇsƚemsͿ͘

ActiviƚǇ meeƚs 
minimƵm ƌeƋƵiƌemenƚs 
Ĩoƌ ǁaƚeƌ͕  ďiodiveƌsiƚǇ͕  
ƉoůůƵtion and ǁasƚe 
impacts

No significant 
harm to climate 
resilience

^ome ƚaǆonomǇ activities maǇ ďe maůadaƉtive oƌ incƌease 
ƉŚǇsicaů cůimaƚe ƌisŬ͘

ActiviƚǇ incoƌƉoƌaƚes 
ďesƚ Ɖƌactices ƚo 
ƌedƵcinŐ ƉŚǇsicaů ƌisŬ

No significant 
harm to 
Indigenous rights

^ome ƚaǆonomǇ activities maǇ inĨƌinŐe on ƚŚe ƌiŐŚƚs oĨ 
/ndiŐenoƵs ƉeoƉůes͕ commƵnities and nations͘

ActiviƚǇ demonsƚƌaƚes 
adŚeƌence ƚo ƚŚe hE 
�ecůaƌation on ƚŚe 
RiŐŚƚs oĨ /ndiŐenoƵs 
Peoples

No significant 
harm to workers 
or just transition

^ome ƚaǆonomǇ activities maǇ ƌesƵůƚ in Ƶninƚended neŐative 
imƉacƚs ƚo ůaďoƵƌ maƌŬeƚ ƚƌansitions͕ incůƵdinŐ in ƚŚe Ĩoƌms oĨ 
ũoď cƌeation͕ ƚƌaininŐ͕ invesƚmenƚ in vƵůneƌaďůe commƵnities and 
/ndiŐenoƵs eƋƵiƚǇ ƉaƌticiƉation͘

ActiviƚǇ does noƚ 
ǁoƌsen emƉůoǇmenƚ 
oƵƚcomes Ĩoƌ ǁoƌŬeƌs
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Spotlight: Taxonomy in Practice – Issuing Green and Transition Bonds and Loans
Illustrative Example 1: Issuing Green and Transition Bonds 

/ssƵeƌs seeŬinŐ ƚo ďƌinŐ ƚo maƌŬeƚ Őƌeen andͬoƌ ƚƌansition ďonds ƚo ĨƵnd ƚaǆonomǇͲeůiŐiďůe Ɖƌoũecƚs aƌe ůiŬeůǇ 
ƚo do so in accoƌdance ǁiƚŚ esƚaďůisŚed Őůoďaů Ɖƌocess ŐƵideůines͕ incůƵdinŐ ƚŚe 'ƌeen �ond WƌinciƉůes and 
ƚŚe �ůimaƚe dƌansition &inance ,andďooŬ ƉƵďůisŚed ďǇ ƚŚe /nƚeƌnationaů �aƉiƚaů DaƌŬeƚ Association ;/�DAͿ͘31 
AccoƌdinŐ ƚo /�DA͕ ƚŚe vasƚ maũoƌiƚǇ oĨ sƵsƚainaďiůiƚǇ ďond issƵances ŐůoďaůůǇ ƌeĨeƌ ƚo iƚs ƉƌinciƉůes and 
ŐƵideůines ƚo sƵƉƉoƌƚ comƉƌeŚensive and ƚƌansƉaƌenƚ discůosƵƌe Ɖƌactices͘32   

hsinŐ ƚŚese ŐƵideůines͕ issƵeƌs ǁoƵůd ŐeneƌaůůǇ initiaƚe ƚŚe Ĩoƌmaů issƵance Ɖƌocess ďǇ deveůoƉinŐ and ƉƵďůisŚinŐ 
a Őƌeen andͬoƌ ƚƌansition ďond ĨƌameǁoƌŬ͘ dŚis ĨƌameǁoƌŬ ǁoƵůd eǆƉůain ƚo invesƚoƌs Śoǁ ƉƌosƉective ďond 
issƵances ǁiůů sƵƉƉoƌƚ ƚŚe issƵeƌ s͛ ĮnancinŐ oďũectives and sƵsƚainaďiůiƚǇ sƚƌaƚeŐǇ͕  as ǁeůů as comƉůǇ ǁiƚŚ ƚŚe 
ƚaǆonomǇ and ƚŚe ďƌoadeƌ inĨoƌmationaů ƌeƋƵiƌemenƚs seƚ oƵƚ in Őůoďaů Ɖƌocess ŐƵideůines͘ daŬen ƚoŐeƚŚeƌ͕  ƚŚe 
ĨƌameǁoƌŬ ǁoƵůd discůose ƚŚe ĨoůůoǁinŐ ƚǇƉes oĨ inĨoƌmation͗ 

 ! /dentiĮcation oĨ ƚŚe caƚeŐoƌies oĨ Őƌeen andͬoƌ ƚƌansition Ɖƌoũecƚs eůiŐiďůe Ĩoƌ ĨƵndinŐ ǁiƚŚ ƚŚe ďond 
Ɖƌoceeds as ǁeůů as ƚŚe coƌƌesƉondinŐ scƌeeninŐ cƌiƚeƌia ďased on ƚŚe ƚaǆonomǇ s͛ sƉeciĮc and �E^, 
ƌeƋƵiƌemenƚs͖

 ! �escƌiƉtion oĨ ƚŚe Őoveƌnance and manaŐemenƚ oĨ ƚŚe issƵance Ɖƌocess͕ incůƵdinŐ ƚŚe evaůƵation and 
seůection oĨ eůiŐiďůe Ɖƌoũecƚs͕ ƚŚe �E^, assessmenƚ meƚŚodoůoŐǇ͕  ƚŚe ƌevieǁ oĨ ĨƌameǁoƌŬͲƌeůaƚed ƌeƉoƌƚs 
and discůosƵƌes and ƚŚe moniƚoƌinŐ oĨ issƵances and evoůvinŐ maƌŬeƚ Ɖƌactices͖ and

 ! �eƚaiůs on ƚŚe ƉƌocedƵƌes ƚo ensƵƌe ƚŚaƚ Ɖƌoceeds aƌe onůǇ Ƶsed Ĩoƌ eůiŐiďůe Ɖƌoũecƚs͕ as ǁeůů as an 
eǆƉůanation oĨ ƚŚe ĨƌeƋƵencǇ͕  naƚƵƌe and scoƉe oĨ ƌeƉoƌtinŐ on ƚŚe Ƶse oĨ Ɖƌoceeds and associaƚed 
environmental impact.

dŚe ĨƌameǁoƌŬ ǁoƵůd ƚǇƉicaůůǇ ďe sƵďũecƚ ƚo an eǆƚeƌnaů ƌevieǁ͕ ƌesƵůtinŐ in a secondͲƉaƌƚǇ oƉinion on ƚŚe 
ĨƌameǁoƌŬ s͛ aůiŐnmenƚ ǁiƚŚ ƚŚe /�DA 'ƌeen �ond WƌinciƉůes and ƚŚe ƚaǆonomǇ͘ /n ŬeeƉinŐ ǁiƚŚ ƚŚe �ůimaƚe 
dƌansition &inance ,andďooŬ͕ issƵeƌs maǇ aůso oďƚain an indeƉendenƚ ƚecŚnicaů ƌevieǁ oĨ ƚŚeiƌ ƚƌansition Ɖůans͕ 
incůƵdinŐ in ƌeůation ƚo ƚŚe cůimaƚe ƚaƌŐeƚs͕ deͲcaƌďoniǌation ƉaƚŚǁaǇs and ƚŚe enviƌonmenƚaů maƚeƌiaůiƚǇ oĨ ƚŚe 
business models.  

&oůůoǁinŐ ƉƵďůication͕ issƵeƌs ǁoƵůd ƚŚen ďƌinŐ ƚŚe Őƌeen andͬoƌ ƚƌansition ďonds ƚo maƌŬeƚ͘ /ssƵeƌs ǁoƵůd 
ŐeneƌaůůǇ ďeŐin ƚo ƉƵďůisŚ ƌeƉoƌƚs on Śoǁ Ɖƌoceeds Śave ďeen Ƶsed as ǁeůů as ƚŚe associaƚed enviƌonmenƚaů 
imƉacƚ ǁiƚŚin one Ǉeaƌ oĨ issƵance͕ and ƚŚen on an annƵaů ďasis ƚŚeƌeaŌeƌ͘  An eǆƚeƌnaů aƵdiƚoƌ ǁoƵůd noƌmaůůǇ 
ďe Ƶsed ƚo veƌiĨǇ ƚŚaƚ ƚŚe Ɖƌoceeds aƌe ďeinŐ aůůocaƚed ƚo eůiŐiďůe Őƌeen andͬoƌ ƚƌansition Ɖƌoũecƚs͘

dŚƌoƵŐŚoƵƚ ƚŚe issƵance Ɖƌocess͕ issƵeƌs ǁoƵůd need ƚo comƉůǇ ǁiƚŚ Ɖƌovinciaů secƵƌities ůaǁs in ƌesƉecƚ oĨ ƚŚe 
disƚƌiďƵtion oĨ Įnanciaů insƚƌƵmenƚs͕ incůƵdinŐ ƌeŐisƚƌation͕ discůosƵƌe and ƌecoƌdͲŬeeƉinŐ ƌeƋƵiƌemenƚs͕ amonŐ 
oƚŚeƌs͘ Wƌovinciaů secƵƌities ƌeŐƵůaƚoƌs aƌe ƌesƉonsiďůe Ĩoƌ adminisƚeƌinŐ ƚŚese ůaǁs͕ ǁŚicŚ incůƵde moniƚoƌinŐ 
comƉůiance and ƵndeƌƚaŬinŐ enĨoƌcemenƚ action in ƚŚe evenƚ oĨ miscondƵcƚ ;e͘Ő͕͘ misůeadinŐ discůosƵƌe͕ 
ĨƌaƵdƵůenƚ cůaimsͿ͘ /nvesƚoƌs aůso Śave civiů ƌemedies avaiůaďůe ƚo ƉƵƌsƵe damaŐes Ĩoƌ misƌeƉƌesenƚation in 
connection ǁiƚŚ issƵances on ƉƌimaƌǇ and secondaƌǇ maƌŬeƚs͘   

31 dŚese ƉƵďůications aƌe avaiůaďůe on ƚŚe /�DA s͛ website aůonŐside Ɖƌocess ŐƵideůines Ĩoƌ issƵinŐ sƵsƚainaďiůiƚǇͲůinŬed 
ďonds and oƚŚeƌ ƚǇƉes oĨ sƵsƚainaďiůiƚǇ ďonds͘ 

32 /�DA reported ƚŚaƚ͕ in ϮϬϮϬ͕ ϵϳ Ɖeƌ cenƚ oĨ sƵsƚainaďiůiƚǇ ďonds ŐůoďaůůǇ ǁeƌe ďased on iƚs Ɖƌocess ŐƵideůines͘

https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/
https://www.icmagroup.org/assets/documents/Sustainable-finance/GBP-Infographic-040521.pdf
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Illustrative Example 2: Issuing Corporate Green and Transition Loans

^imiůaƌ ƚo Őƌeen and ƚƌansition ďonds͕ coƌƉoƌaƚe ďoƌƌoǁeƌs seeŬinŐ Őƌeen andͬoƌ ƚƌansition ůoans ƚo ĨƵnd 
ƚaǆonomǇͲeůiŐiďůe Ɖƌoũecƚs aƌe ůiŬeůǇ ƚo do so in accoƌdance ǁiƚŚ ƚŚe esƚaďůisŚed Őůoďaů Ɖƌocess ŐƵideůines͕ 
incůƵdinŐ ƚŚe 'ƌeen >oan WƌinciƉůes ƉƵďůisŚed ďǇ ƚŚe >oan DaƌŬeƚ Association ;>DAͿ͕ Asia WaciĮc >oan DaƌŬeƚ 
Association ;AW>DAͿ and ƚŚe >oan ^Ǉndications and dƌadinŐ Association ;>^dAͿ͘33

�oƌƌoǁeƌs ǁoƵůd ƚǇƉicaůůǇ ďeŐin ƚŚe ůoan oƌiŐination Ɖƌocess ďǇ ƉƌeƉaƌinŐ a Őƌeen andͬoƌ ƚƌansition ůoan 
ĨƌameǁoƌŬ͕ ǁŚicŚ ǁiůů conƚain manǇ oĨ ƚŚe same eůemenƚs as iƚs ďond coƵnƚeƌƉaƌƚ discƵssed aďove͘ As ƚŚe ůoan 
maƌŬeƚ is ĨƌeƋƵenƚůǇ ƌeůationsŚiƉ dƌiven͕ a ďoƌƌoǁeƌ ǁoƵůd oŌen ǁoƌŬ cůoseůǇ ǁiƚŚ ƚŚeiƌ esƚaďůisŚed ůendeƌs ƚo 
deveůoƉ ƚŚis ĨƌameǁoƌŬ͘ ReŇectinŐ ƚŚe ďoƌƌoǁeƌ s͛ ĮnancinŐ oďũectives and sƵsƚainaďiůiƚǇ sƚƌaƚeŐǇ͕  ƚŚe ĨƌameǁoƌŬ 
ǁoƵůd identiĨǇ ƚŚe caƚeŐoƌies oĨ Őƌeen andͬoƌ ƚƌansition Ɖƌoũecƚs ƚŚaƚ ǁoƵůd ďe eůiŐiďůe Ĩoƌ ůoan ĮnancinŐ as 
ǁeůů as ƚŚe coƌƌesƉondinŐ scƌeeninŐ cƌiƚeƌia ďased on ƚŚe ƚaǆonomǇ s͛ sƉeciĮc and �E^, ƌeƋƵiƌemenƚs͘ /ƚ ǁoƵůd 
eǆƉůain ƚŚe inƚeƌnaů Őoveƌnance Ɖƌocess ƚo evaůƵaƚe and seůecƚ eůiŐiďůe Ɖƌoũecƚs͖ ƚŚe sǇsƚems ƚo moniƚoƌ and ƚƌacŬ 
ƚŚe ůoan Ɖƌoceeds͖ and ƚŚe ĨƌeƋƵencǇ oĨ ƌeƉoƌtinŐ ƚo ůendeƌs on Śoǁ ƚŚe ůoan Ɖƌoceeds Śave ďeen aůůocaƚed͘  

dŚe ďoƌƌoǁeƌ maǇ cŚoose ƚo ƉƵďůicůǇ ƌeůease ƚŚe ĨƌameǁoƌŬ oƌ ůimiƚ iƚs disƚƌiďƵtion ƚo ƉƌosƉective ůendeƌs onůǇ͘ 
dŚe ĨƌameǁoƌŬ maǇ ďe sƚandaůone oƌ inƚeŐƌaƚed as Ɖaƌƚ oĨ a ůaƌŐeƌ ĨƌameǁoƌŬ ƚŚaƚ coveƌs a nƵmďeƌ oĨ Őƌeen 
andͬoƌ ƚƌansition Įnanciaů insƚƌƵmenƚs͘ �oƌƌoǁeƌs maǇ Śave some oƌ aůů asƉecƚs oĨ ƚŚe ĨƌameǁoƌŬ ƌevieǁed ďǇ 
an eǆƚeƌnaů ƉaƌƚǇ ;e͘Ő͕͘ secondͲƉaƌƚǇ oƉinionͿ͕ ďƵƚ ƚŚis maǇ noƚ aůǁaǇs ďe ƵndeƌƚaŬen͕ esƉeciaůůǇ in insƚances 
ǁŚeƌe ůendeƌs aƌe satisĮed ƚŚaƚ ďoƌƌoǁeƌs Śave adeƋƵaƚe inƚeƌnaů eǆƉeƌtise ƚo seůĨͲceƌtiĨǇ ƚŚe veƌaciƚǇ oĨ ƚŚeiƌ 
ƉƌoƉosed ĨƌameǁoƌŬs͘  

&oůůoǁinŐ iƚs adoƉtion͕ ƚŚe ĨƌameǁoƌŬ ǁoƵůd ďe inƚeŐƌaƚed inƚo ƚŚe Ĩoƌmaů Őƌeen andͬoƌ ƚƌansition ůoan 
;conƚƌacƚƵaůͿ aŐƌeemenƚs ďeƚǁeen ƚŚe ďoƌƌoǁeƌs and ůendeƌs͘ AůƚŚoƵŐŚ ƚŚeƌe is no maƌŬeƚ sƚandaƌd Ĩoƌ ƚŚe 
conƚenƚ oĨ Őƌeen andͬoƌ ƚƌansition ůoan aŐƌeemenƚs͕ ƚŚe 'ƌeen >oan WƌinciƉůes ŐƵidance indicaƚes ƚŚaƚ ƚŚese 
aŐƌeemenƚs sŚoƵůd cůeaƌůǇ seƚ oƵƚ ƚŚe eůiŐiďůe Őƌeenͬƚƌansition Ɖƌoũecƚ caƚeŐoƌies in ƚŚe Ƶse oĨ ůoan Ɖƌoceeds 
Ɖƌovisions͖ Ɖƌovide ƚŚe inĨoƌmation ƵndeƌƚaŬinŐsͬcovenanƚs ƌeůevanƚ ƚo ƚŚe Őƌeenͬƚƌansition Ɖƌoũecƚs͖ and 
esƚaďůisŚ a ůeŐaů oďůiŐation on ƚŚe ďoƌƌoǁeƌ ƚo accƵƌaƚeůǇ ƌeƉoƌƚ on ƚŚe Ƶse oĨ ůoan Ɖƌoceeds͘ dŚe aŐƌeemenƚ 
sŚoƵůd aůso cůeaƌůǇ seƚ oƵƚ ƚŚe conseƋƵences oĨ a ďƌeacŚ oĨ ƚŚe Ƶse oĨ ůoan Ɖƌoceeds Ɖƌovisions͕ incůƵdinŐ 
ǁŚeƚŚeƌ iƚ ǁoƵůd ƚƌiŐŐeƌ a deĨaƵůƚ oƌ simƉůǇ ƌesƵůƚ in a ƌeͲcaƚeŐoƌiǌation oĨ ƚŚe ůoan ;e͘Ő͕͘ Ĩƌom Őƌeen ƚo nonͲ
labelled loan).

33 dŚe 'ƌeen >oan WƌinciƉůes as ǁeůů as ƚŚe ƉƌinciƉůes and ŐƵidance Ĩoƌ issƵinŐ sƵsƚainaďiůiƚǇͲůinŬed ůoans aƌe avaiůaďůe 
here.

https://www.lsta.org/content/?_industry_sector=guidelines-memos-primary-market
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WƌioƌiƚǇ Ĩoƌ &ƵƚƵƌe �eveůoƉmenƚ͗ �vaůƵatinŐ ƚŚe Reůative dƌansition KƉƉoƌƚƵniƚǇ and RisŬ 
oĨ 'ƌeen and dƌansition Wƌoũecƚs

/ssƵinŐ comƉanies aƌe ƌeƋƵiƌed ƚo Ƶse ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ discƵssed ƉƌevioƵsůǇ as Ɖaƌƚ oĨ ƚŚe 
ƌeƋƵiƌemenƚs ƚo evaůƵaƚe ǁŚeƚŚeƌ Ɖƌoũecƚs aƌe eiƚŚeƌ Őƌeen oƌ ƚƌansition Ƶndeƌ ƚŚe ƚaǆonomǇ͘ zeƚ noƚ aůů Őƌeen 
and ƚƌansition Ɖƌoũecƚs aƌe eƋƵaů in ƚeƌms oĨ ƚƌansition ƉeƌĨoƌmance͕ and ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ does noƚ 
caƉƚƵƌe ƚŚe imƉoƌƚanƚ nƵances ƚŚaƚ eǆisƚ͕ in ƚeƌms oĨ ƌeůative ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͕ oĨ ƚŚe Ɖƌoũecƚs ƚŚaƚ 
Ĩaůů ǁiƚŚin ƚŚe ďƌoad caƚeŐoƌies oĨ Őƌeen and ƚƌansition͘ 

&oƌ eǆamƉůe͕ an aůƵminƵm manƵĨacƚƵƌeƌ investinŐ ƚo eůecƚƌiĨǇ iƚs oƉeƌations ƚo dƌamaticaůůǇ ůoǁeƌ iƚs scoƉe 
ϭ and Ϯ emissions Ĩaces diīeƌenƚ ƚƌansition oƉƉoƌƚƵniƚǇ ;and ƌisŬͿ ƚŚan an eǆistinŐ oiůsands ĨaciůiƚǇ investinŐ 
in caƌďon caƉƚƵƌe͕ Ƶtiůiǌation and sƚoƌaŐe ;��h^Ϳ͘ dŚe oiů ƉƌodƵceƌ is eǆƉosed ƚo demandͲside ƌisŬ ƚŚaƚ ƚŚe 
aůƵminiƵm manƵĨacƚƵƌeƌ is noƚ͘ 'ůoďaů demand Ĩoƌ ůoǁͲcaƌďon aůƵminƵm is eǆƉecƚed ƚo Őƌoǁ in ƚƌansition and 
see incƌeased oƉƉoƌƚƵniƚǇ͕  ǁŚiůe demand Ĩoƌ Ĩossiů ĨƵeůs is eǆƉecƚed ƚo decůine͘

dŚe daǆonomǇ initiative sŚoƵůd consideƌ deveůoƉinŐ a meƚŚodoůoŐǇ and cƌiƚeƌia so ƚŚaƚ issƵances in connection 
ǁiƚŚ Őƌeen and ƚƌansition Ɖƌoũecƚs can ďe cůassiĮed in a diīeƌentiaƚed maƩeƌ͕  accoƌdinŐ ƚo ƚŚeiƌ ƌeůative 
ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͘ /nvesƚoƌs ǁoƵůd ďe aďůe ƚo moƌe ƌeadiůǇ consideƌ ƚŚe sƉeciĮc aƌeas oĨ ƚƌansition 
oƉƉoƌƚƵniƚǇ and ƌisŬ oĨ diīeƌenƚ issƵances in ƚŚeiƌ invesƚmenƚ decisionͲmaŬinŐ͘ /ƚ ǁoƵůd Ɖƌomoƚe ƚŚe cƌediďiůiƚǇ 
oĨ ƚŚe ƚaǆonomǇ ďǇ aůůoǁinŐ sƚaŬeŚoůdeƌs ƚo Ƶndeƌsƚand and diīeƌentiaƚe acƌoss ƚŚe ĨƵůů ƌanŐe oĨ ƚƌansitionͲ
eůiŐiďůe Ɖƌoũecƚs and activities and Śoǁ ƚŚaƚ ƌanŐe maǇ cŚanŐe oveƌ time in ƚŚe Ĩace oĨ ƌeŐƵůaƌ ƌevieǁs and moƌe 
sƚƌinŐenƚ cƌiƚeƌia͘ >asƚůǇ͕  ƚŚis ƚǇƉe oĨ aƉƉƌoacŚ ǁoƵůd aůiŐn ǁiƚŚ advice Ĩƌom �anada s͛ �ǆƉeƌƚ Waneů on ^Ƶsƚainaďůe 
&inance͕ ǁŚicŚ ƌecommended ƚŚaƚ �anada s͛ ƚaǆonomǇ sŚoƵůd ďe ŐƌanƵůaƌ enoƵŐŚ ƚo avoid amďiŐƵiƚǇ͘

dŚe discƵssion ďeůoǁ seƚs oƵƚ ƉƌoƉosed ĨoƵndationaů cƌiƚeƌia Ĩoƌ evaůƵatinŐ and diīeƌentiatinŐ Őƌeen and 
ƚƌansition Ɖƌoũecƚs͘ Anneǆ Ϯ inƚƌodƵces a scoƌinŐ sǇsƚem ƚo ďe Ƶsed in conũƵnction ǁiƚŚ ƚŚe cƌiƚeƌia ƚo scoƌe and 
cůassiĨǇ Őƌeen and ƚƌansition Ɖƌoũecƚs͕ sƵƉƉůemenƚed ďǇ a seƌies oĨ ŚǇƉoƚŚeticaů Ɖƌoũecƚ eǆamƉůes Ĩoƌ iůůƵsƚƌative 
ƉƵƌƉoses͘ dŚe ƉƌoƉosed cƌiƚeƌia and meƚŚodoůoŐies aƌe meanƚ ƚo Ɖƌovide ƚŚe �Ƶsƚodian ǁiƚŚ a ƌƵnninŐ sƚaƌƚ͕ 
as a Ɖossiďůe ĨƵƚƵƌe deveůoƉmenƚ ƉƌioƌiƚǇ͘ /n addition ƚo meƚŚodoůoŐicaů maƩeƌs͕ an aƉƉƌoƉƌiaƚe adminisƚeƌinŐ 
ďodǇ ǁoƵůd Śave ƚo ďe identiĮed ƚo aƉƉůǇ ƚŚe cƌiƚeƌia and issƵe scoƌes ƚo issƵances ;e͘Ő͕͘ �^' ƌatinŐ aŐencies͕ 
sƚandaƌdͲseƫnŐ ďodǇͿ͘   

Evaluating Green-Eligible Activities
daďůe ϱ iůůƵsƚƌaƚes a seƚ oĨ ƉƌoƉosed cƌiƚeƌia ƚo evaůƵaƚe ƚŚe ƚƌansition ƌisŬs and oƉƉoƌƚƵnities oĨ Őƌeen Ɖƌoũecƚs͘ 
dŚe Įƌsƚ cƌiƚeƌion in ƚŚe ƚaďůe is ĨocƵsed on a Ɖƌoũecƚ s͛ ƌeůative emissions inƚensiƚǇ͘ dŚe ƚŚƌesŚoůds Ĩoƌ ƚŚis 
cƌiƚeƌion coƵůd ďe ďased on ƚŚose aůƌeadǇ deveůoƉed ďǇ ƚŚe �h͕ ǁŚicŚ Ƶses an emissionsͲinƚensiƚǇ ƚŚƌesŚoůd 
ďased on ůiĨecǇcůe emissions ;scoƉes ϭ͕ Ϯ͕ ϯͿ͘ hsinŐ ƚŚese ƚŚƌesŚoůds͕ Ɖƌoũecƚs coƵůd ďe evaůƵaƚed on ǁŚeƚŚeƌ 
ƚŚeƌe aƌe no oƌ neŐative emissions͕ oƌ ǁŚeƚŚeƌ ƚŚeǇ aƌe aďove͕ meeƚ oƌ ďeůoǁ ƚŚe secƚoƌ oƌ ƉƌodƵcƚ aveƌaŐe͘ 
dŚe ƚŚƌesŚoůd Ĩoƌ Őƌeen ŚǇdƌoŐen Ɖƌoũecƚs͕ Ĩoƌ eǆamƉůe͕ coƵůd Ƶse ƚŚe �h s͛ emissions ƚŚƌesŚoůd oĨ ϯ ƚonnes oĨ 
caƌďon dioǆide oƌ eƋƵivaůenƚ Ɖeƌ ƚonne oĨ ŚǇdƌoŐen ƉƌodƵced ;ϯƚ�K2eͬƚ,2Ϳ͘ Wƌoũecƚs coƵůd ďe ďencŚmaƌŬed 
against this threshold. 

dŚe second cƌiƚeƌion evaůƵaƚes ƚŚe ƌeůative maƌŬeƚ oƉƉoƌƚƵniƚǇ associaƚed ǁiƚŚ ƚŚe Ɖƌoũecƚ ;and ƚŚe Őoods oƌ 
seƌvices iƚ seůůsͿ͘ dŚe ƌationaůe ďeŚind ƚŚis cƌiƚeƌion is ƚŚaƚ diīeƌenƚ ƚǇƉes oĨ Ɖƌoũecƚs and activities Ĩace diīeƌenƚ 
oƉƉoƌƚƵnities͘ �ases ǁŚeƌe ƚŚe eǆƉecƚed maƌŬeƚ is smaůů oƌ ŚiŐŚůǇ Ƶnceƌƚain ƌeŇecƚ a ŚiŐŚeƌ deŐƌee oĨ ƌisŬ 
;oƌ smaůůeƌ oƉƉoƌƚƵniƚǇͿ ƚŚan ƚŚose ǁŚeƌe ƚŚe maƌŬeƚ oƉƉoƌƚƵniƚǇ is ďoƚŚ ůaƌŐe and ceƌƚain in ƚƌansition͘ dŚe 
avaiůaďiůiƚǇ oĨ ƚecŚnicaůůǇ and economicaůůǇ viaďůe sƵďstiƚƵƚes is a ŬeǇ consideƌation͗ Ɖƌoũecƚs seůůinŐ inƚo a ůaƌŐe 
maƌŬeƚ ǁiƚŚ Ĩeǁ comƉetinŐ viaďůe aůƚeƌnatives Śave Őƌeaƚeƌ oƉƉoƌƚƵniƚǇ͘



Taxonomy DesignPART TWO

Taxonomy Roadmap Report: Advice and Recommendations 50

Table 5: Criteria and Measures for Green-Eligible Projects

dŚe maƌŬeƚ oƉƉoƌƚƵniƚǇ Ĩoƌ ůiŐŚƚͲdƵƚǇ eůecƚƌic veŚicůes ;�ssͿ͕ Ĩoƌ eǆamƉůe͕ is siŐniĮcanƚ and conveƌŐinŐ ƌaƉidůǇ͘ 
KƚŚeƌ ƚǇƉes oĨ ůoǁͲcaƌďon ƚecŚnoůoŐies eǆisƚ Ĩoƌ ůiŐŚƚͲdƵƚǇ veŚicůes͕ sƵcŚ as ŚǇdƌoŐenͲďased ĨƵeů ceůůs͕ ďƵƚ 
maƌŬeƚ Ĩoƌecasƚeƌs eǆƉecƚ ƚŚaƚ �ss ǁiůů ďe ƚŚe dominanƚ ƚecŚnoůoŐǇ͘ 

�Ǉ conƚƌasƚ͕ ƚŚe ĨƵƚƵƌe maƌŬeƚ Ĩoƌ cůean ŚǇdƌoŐen is eǆƉecƚed ƚo ďe ůaƌŐe͕ ďƵƚ ǁiƚŚ a Őƌeaƚeƌ ƌanŐe oĨ ƵnceƌƚainƚǇ͘ 
dŚe maƌŬeƚ coƵůd ďe ǁoƌƚŚ ďeƚǁeen ΨϮ͘ϱ ƚƌiůůion and ΨϭϮ ƚƌiůůion ďǇ ϮϬϱϬ͕ deƉendinŐ on adoƉtion ƌaƚes acƌoss 
mƵůtiƉůe secƚoƌs ;i͘e͕͘ some secƚoƌs Śave moƌe viaďůe sƵďstiƚƵƚes ƚo cůean ŚǇdƌoŐen ƚŚan oƚŚeƌs͕ ďƵƚ ƚŚeƌe aƌe stiůů 
a Ĩeǁ secƚoƌs ǁŚeƌe cůean ŚǇdƌoŐen ůooŬs ůiŬe iƚ coƵůd ďecome ƚŚe dominanƚ ƚecŚnoůoŐǇͿ͘ dŚe maƌŬeƚ Ĩoƌ some 
cƌiticaů mineƌaůs is even ůess ceƌƚain and deƉends on ǁŚaƚ ƚǇƉe oĨ ďaƩeƌǇͬsƚoƌaŐe ƚecŚnoůoŐǇ ƵůtimaƚeůǇ ǁins 
maƌŬeƚ sŚaƌe in ƚŚe cominŐ decades͕ so ƚŚe maƌŬeƚ Ĩoƌ ƚŚese ƚǇƉes oĨ Ɖƌoũecƚs ǁoƵůd emďodǇ ůess oƉƉoƌƚƵniƚǇ͘ 

AůƚŚoƵŐŚ measƵƌinŐ ƚŚe ƌeůative maƌŬeƚ oƉƉoƌƚƵniƚǇ oĨ a ƉaƌticƵůaƌ Őood oƌ seƌvice ƌaises imƉoƌƚanƚ cŚaůůenŐes 
;see �oǆ ϵͿ͕ doinŐ so can Ɖƌovide ƵseĨƵů inĨoƌmation on ƚŚe ƌeůative siǌe oĨ ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͘ 
dŚƌesŚoůds͕ Ĩoƌ eǆamƉůe͕ coƵůd ďe ďased on ƚŚe eǆƉecƚed siǌe oĨ vaůƵe cŚains Ƶndeƌ diīeƌenƚ neƚͲǌeƌo ƉaƚŚǁaǇs 
aůonŐ ǁiƚŚ ƚŚe ƌeůative ƌanŐe oĨ estimaƚes͘ hůtimaƚeůǇ͕  cůeaƌ and consisƚenƚ ƚŚƌesŚoůds Ĩoƌ ƚŚis cƌiƚeƌion 
ǁoƵůd need ƚo ďe seƚ͕ ǁŚicŚ ǁoƵůd ƌeƋƵiƌe Ɖeƌiodic ƵƉdaƚes ďased on neǁ ƚecŚnoůoŐicaů deveůoƉmenƚs and 
adũƵsƚmenƚs ƚo ƌeƉƌesenƚative ƉaƚŚǁaǇs͘ 

Objective Criteria Rationale Possible Measure

Reduce relative 
GHG emissions 
(lifecycle 
emissions)

�missions 
inƚensiƚǇ ƌeůative 
ƚo secƚoƌͬƉƌodƵcƚ 
average

Activities ǁiƚŚ ůoǁeƌ oƌ ďesƚͲinͲcůass 
emissions ƌeŇecƚ ŚiŐŚeƌ ƚƌansition 
oƉƉoƌƚƵniƚǇ ;ďased ůaƌŐeůǇ on �h 
thresholds).

• Eo oƌ neŐative 
emissions

• �eůoǁ secƚoƌͬƉƌodƵcƚ 
average

• Deeƚs secƚoƌͬ
product average

• Aďove secƚoƌͬ
product average

Support 
activities with 
higher market 
opportunity in 
transition

^iǌe oĨ vaůƵe 
cŚain ďǇ ϮϬϱϬ in 
ϭ͘ϱ Σ� ƉaƚŚǁaǇ

^ome activities Śave ůaƌŐeƌ maƌŬeƚ demand 
in ƚƌansition ƚŚan oƚŚeƌs͘ dŚose eǆƉecƚed 
ƚo Śave ůaƌŐeƌ maƌŬeƚs in ϮϬϱϬ ƌeŇecƚ 
ŚiŐŚeƌ ƚƌansition oƉƉoƌƚƵniƚǇ͘ >aƌŐeƌ maƌŬeƚ 
oƉƉoƌƚƵniƚǇ aůso imƉůies ŚiŐŚeƌ scaůaďiůiƚǇ oĨ 
ƚecŚnoůoŐǇ and aďiůiƚǇ ƚo ŐainͬŬeeƉ maƌŬeƚ 
sŚaƌe ;ďƌeaŬeven cosƚͿ͘

• >aƌŐe vaůƵe cŚain ďǇ 
ϮϬϱϬ

• Moderate value chain 
ďǇ ϮϬϱϬ

• ^maůů oƌ noneǆisƚenƚ 
vaůƵe cŚain ďǇ ϮϬϱϬ

Sequestration projects only

Create 
permanent 
emissions 
reductions

�ǆƚenƚ ƚo ǁŚicŚ 
seƋƵesƚeƌed 
emissions maǇ ďe 
ƌeͲemiƩed inƚo 
the air

^ome activities Ɖƌovide ŚiŐŚeƌ ceƌƚainƚǇ 
aƌoƵnd ƚŚe Ɖeƌmanence oĨ emissions 
ƌedƵctions͕ ƌeŇectinŐ ŚiŐŚeƌ ƚƌansition 
oƉƉoƌƚƵniƚǇ͘

• ,iŐŚ ceƌƚainƚǇ oĨ 
permanence 

• Dodeƌaƚe ceƌƚainƚǇ

• >oǁ ceƌƚainƚǇ
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dŚe ůasƚ cƌiƚeƌion Ĩoƌ Őƌeen Ɖƌoũecƚs ǁoƵůd onůǇ ďe aƉƉůicaďůe ƚo ƚŚose ƚŚaƚ seƋƵesƚeƌ emissions͘ dŚis cƌiƚeƌion 
ǁoƵůd aƉƉůǇ ƚo naƚƵƌeͲďased soůƵtions͕ Ĩoƌ eǆamƉůe͕ sƵcŚ as aīoƌesƚation Ɖƌoũecƚs oƌ ǁeƚůand ƌesƚoƌation͘ 
EaƚƵƌeͲďased soůƵtions sŚoƵůd͕ ďǇ deĮnition͕ oīeƌ neŐative emissions͕ ǁŚicŚ means ƚŚaƚ ƚŚe Įƌsƚ cƌiƚeƌion 
;emissions inƚensiƚǇͿ ǁoƵůd noƚ aƉƉůǇ ƚo ƚŚese Ɖƌoũecƚs͘ dŚis ŚeůƉs ensƵƌe ƚŚaƚ naƚƵƌeͲďased soůƵtions ǁoƵůd noƚ 
ďe disadvanƚaŐed in ƚŚe ĨƌameǁoƌŬ ƌeůative ƚo oƚŚeƌ ƚǇƉes oĨ Őƌeen Ɖƌoũecƚs͘ 

dŚe ƌationaůe ďeŚind ƚŚis cƌiƚeƌion is ƚŚaƚ noƚ aůů seƋƵesƚeƌed emissions aƌe ƚŚe same͗ some maǇ Śave a ŚiŐŚeƌ 
deŐƌee oĨ Ɖeƌmanence ƚŚan oƚŚeƌs͘ An aīoƌesƚation Ɖƌoũecƚ Ɖůanƚed in an aƌea ǁiƚŚ a ŚiŐŚ ƌisŬ oĨ ǁiůdĮƌes͕ Ĩoƌ 
eǆamƉůe͕ Ĩaces a ŚiŐŚeƌ ůiŬeůiŚood ƚŚaƚ some oĨ ƚŚose seƋƵesƚeƌed emissions Őeƚ ƌeͲemiƩed inƚo ƚŚe aƚmosƉŚeƌe͘ 
dŚe moƌe assƵƌances a seƋƵesƚƌation Ɖƌoũecƚ Śas ;e͘Ő͕͘ insƵƌance aŐainsƚ ǁiůdĮƌe ƌisŬ oƌ deveůoƉmenƚ 
ƉƌoŚiďitions ƚo Ɖƌoƚecƚ aŐainsƚ ĨƵƚƵƌe encƌoacŚmenƚͿ͕ ƚŚe ůoǁeƌ ƚŚe ƚƌansition ƌisŬ ;and ŚiŐŚeƌ ƚŚe oƉƉoƌƚƵniƚǇͿ͘ 
dŚe ƚŚƌesŚoůds Ĩoƌ ƚŚis cƌiƚeƌion sŚoƵůd ƵůtimaƚeůǇ aůiŐn ǁiƚŚ esƚaďůisŚed oīseƚ sƚandaƌds͘ 

Evaluating Transition-Eligible Activities
dŚe cƌiƚeƌia Ĩoƌ ƚƌansition activities sŚoƵůd ďƵiůd on ƚŚe Őƌeen cƌiƚeƌia ;see daďůe ϲͿ͕ sƚaƌtinŐ ǁiƚŚ evaůƵatinŐ a 
Ɖƌoũecƚ s͛ emissions inƚensiƚǇ in ƚŚe cƵƌƌenƚ Ǉeaƌ͘  dŚe emissions inƚensiƚǇ Ĩoƌ eacŚ Ɖƌoũecƚ ǁoƵůd ďe comƉaƌed 
aŐainsƚ a secƚoƌ oƌ ƉƌodƵcƚ aveƌaŐe ƚŚaƚ is ďased on ƌeƉƌesenƚative neƚͲǌeƌo ƉaƚŚǁaǇs͘34

34 dŚe deveůoƉmenƚ oĨ ƚŚe cƌiƚeƌia sŚoƵůd ďe ŐƌoƵnded in cůimaƚe science͕ ǁŚiůe ďeinŐ mindĨƵů oĨ ůeveů ƉůaǇinŐ Įeůd 
and inƚeƌoƉeƌaďiůiƚǇ consideƌations ǁiƚŚ h͘^͘ caƉiƚaů maƌŬeƚs and consisƚencǇ ǁiƚŚ h͘^͘ cůimaƚe ƉoůicǇ aƚ Ĩedeƌaů and sƚaƚe 
levels.

Box 9: Challenges with defining “the market” for projects

�ƌaǁinŐ ƚŚe ďoƵndaƌies aƌoƵnd ͞ƚŚe maƌŬeƚ͟ Ĩoƌ a ƉaƌticƵůaƌ Ɖƌoũecƚ can ďe cŚaůůenŐinŐ and Śas 
siŐniĮcanƚ imƉůications Ĩoƌ iƚs ƌeůative ƚƌansition oƉƉoƌƚƵniƚǇ and ƌisŬ͘ �onsideƌ͕  Ĩoƌ eǆamƉůe͕ ƚŚe maƌŬeƚ 
Ĩoƌ a neǁ ĨaciůiƚǇ ƚŚaƚ ƉƌodƵces smaůů modƵůaƌ nƵcůeaƌ ƌeacƚoƌs ;^DRsͿ͘ Kn ƚŚe one Śand͕ ƚŚe maƌŬeƚ 
Ĩoƌ ^DRs maǇ ďe ƌeůativeůǇ smaůů iĨ ǁe consideƌ ƚŚe avaiůaďiůiƚǇ oĨ cŚeaƉeƌ and moƌe cosƚͲeīective 
aůƚeƌnatives ƚo ŐeneƌatinŐ eůecƚƌiciƚǇ͕  sƵcŚ as ƌeneǁaďůes ;ǁiƚŚ oƌ ǁiƚŚoƵƚ sƚoƌaŐe ƚecŚnoůoŐǇͿ͘ /Ĩ͕  
Śoǁeveƌ͕  ƚŚe maƌŬeƚ Ĩoƌ ^DRs is deĮned moƌe ďƌoadůǇͶas ƚŚe entiƌe maƌŬeƚ Ĩoƌ cůean eůecƚƌiciƚǇ͕  
ƌeŐaƌdůess oĨ Śoǁ iƚ is ŐeneƌaƚedͶƚŚen iƚ ůooŬs mƵcŚ ůaƌŐeƌ͘   

^eƫnŐ ƚŚe ďoƵndaƌǇ aƌoƵnd ƚŚe maƌŬeƚ aůso ƌaises imƉoƌƚanƚ ŐeoŐƌaƉŚicaů ƋƵestions͘ ^ome Őoods and 
seƌvices aƌe veƌǇ ƚƌadeaďůe͕ sƵcŚ as neǁ smaƌƚ Őƌid soŌǁaƌe ƚŚaƚ can ďe adoƉƚed anǇǁŚeƌe in ƚŚe ǁoƌůd͘ 
dŚe Ɖoƚentiaů maƌŬeƚ Ĩoƌ ƚŚese ƚǇƉes oĨ ƉƌodƵcƚs ;and ƉƌoũecƚsͿ is ůaƌŐe͘ tŚeƌeas oƚŚeƌ maƌŬeƚs͕ sƵcŚ as 
ŐeneƌatinŐ and disƚƌiďƵtinŐ cůean eůecƚƌiciƚǇ͕  aƌe moƌe ŐeoŐƌaƉŚicaůůǇ ďoƵnded͘ 

�vaůƵatinŐ and ƌanŬinŐ ƚŚe ƌeůative oƉƉoƌƚƵniƚǇ and ƌisŬ associaƚed ǁiƚŚ maƌŬeƚ siǌe maǇ aůso Śave 
imƉůications Ĩoƌ ƚecŚnoůoŐies ƚŚaƚ Őeneƌaƚe siŐniĮcanƚ ďeneĮƚs ďƵƚ onůǇ Ĩoƌ a smaůů ƉoƉƵůation͘ 
decŚnoůoŐies ƚŚaƚ Ɖƌovide cůean and ƌeůiaďůe eneƌŐǇ ƚo ƌƵƌaů͕ ƌemoƚe and /ndiŐenoƵs commƵnities͕ Ĩoƌ 
eǆamƉůe͕ coƵůd Őeneƌaƚe imƉoƌƚanƚ ůocaů ďeneĮƚs ďƵƚ Ǉeƚ ƚŚe ƚecŚnoůoŐǇ coƵůd ďe Ɖeƌceived as ŚavinŐ a 
smaůů maƌŬeƚ iĨ iƚ does noƚ Śave ǁideƌ aƉƉůications͘ dŚese ƚǇƉes oĨ insƚances ƌeƋƵiƌe ĨƵƌƚŚeƌ ƌeseaƌcŚ as 
the criteria and measures are developed. 
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�Ƶƚ ǁŚeƌeas ƚŚe cƌiƚeƌion Ĩoƌ Őƌeen activities Ƶses ůiĨecǇcůe emissions as ƚŚe ƉƌimaƌǇ ƚŚƌesŚoůd͕ ƚŚe ƚŚƌesŚoůds 
Ĩoƌ ƚƌansition activities aƌe ďased on scoƉe ϭ and Ϯ emissions onůǇ͘ dŚe ƌeason Ĩoƌ ƚŚis sůiŐŚƚůǇ diīeƌenƚ aƉƉƌoacŚ 
is ƚǁoĨoůd͘ &iƌsƚ͕ scoƉe ϯ emissions Śave aůƌeadǇ ďeen accoƵnƚed Ĩoƌ in ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ͖ ƚŚaƚ is͕ 
some ƚƌansition Ɖƌoũecƚs aƌe caƚeŐoƌiǌed as ͚ƚƌansition͛ ƉƌeciseůǇ ďecaƵse oĨ ƚŚe ŚiŐŚeƌ cůimaƚe ƌisŬ associaƚed 
ǁiƚŚ maƚeƌiaů scoƉe ϯ emissions͘ ^econd͕ ƚŚe Őƌeen caƚeŐoƌǇ is inƚended ƚo seƚ ƚŚe Őoůd sƚandaƌd Ĩoƌ Ɖƌoũecƚs 
and ƚŚeƌeĨoƌe accoƵnƚs Ĩoƌ ƚŚe ǁŚoůe ůiĨecǇcůe oĨ a Ɖƌoũecƚ s͛ emissions͘35 dƌansition Ɖƌoũecƚs Ĩace a sůiŐŚƚůǇ ůoǁeƌ 
sƚandaƌd͕ Ǉeƚ mƵsƚ stiůů maŬe siŐniĮcanƚ ƌedƵctions in scoƉe ϭ and Ϯ emissions͘

dƌansition Ɖƌoũecƚs ǁoƵůd aůso Śave ƚo demonsƚƌaƚe imƉƌovemenƚs in ƚŚeiƌ emissions inƚensiƚǇ oveƌ time͘ dŚe 
ƌationaůe is ƚŚaƚ ƚƌansition ƉƌoũecƚsͶďǇ deĮnition in ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ in sƚeƉ ηϭͶƌeƉƌesenƚ ůaƌŐeƌ 
soƵƌces oĨ aďsoůƵƚe emissions and need ƚo maŬe siŐniĮcanƚ ƌedƵctions iĨ ƚŚeǇ aƌe ƚo ƌemain consisƚenƚ ǁiƚŚ neƚͲ
ǌeƌo ƉaƚŚǁaǇs͘ 

Table 6: Criteria and Measures for Transition-Eligible Projects

35 dŚe Ƶse oĨ ůiĨecǇcůe emissions Ĩoƌ deƚeƌmininŐ Őƌeen eůiŐiďiůiƚǇ is consisƚenƚ ǁiƚŚ ƚŚe ƚŚƌesŚoůds Ƶsed in ƚŚe 
�ƵƌoƉean hnion s͛ 'ƌeen daǆonomǇ͘

Objective Criteria Rationale Possible Measure

Reduce relative 
GHG emissions 
(scope 1 and 2)

�missions 
inƚensiƚǇ ƌeůative 
ƚo secƚoƌͬƉƌodƵcƚ 
aveƌaŐe ;ƚodaǇͿ

Activities ǁiƚŚ ůoǁeƌ emissions ƌeŇecƚ 
ŚiŐŚeƌ ƚƌansition oƉƉoƌƚƵniƚǇ͘ Activities aƌe 
assessed aŐainsƚ ƚŚeiƌ consisƚencǇ ǁiƚŚ ƚŚe 
�missions RedƵction Wůan͘

• �eůoǁ secƚoƌͬƉƌodƵcƚ 
average

• Deeƚs secƚoƌͬ
product average

• Aďove secƚoƌͬ
product average

�missions 
inƚensiƚǇ ƌeůative 
ƚo secƚoƌͬƉƌodƵcƚ 
aveƌaŐe in ϮϬϯϬ 
;ďased on neƚͲ
ǌeƌo ƉaƚŚǁaǇsͿ

Activities mƵsƚ demonsƚƌaƚe ůoǁeƌ scoƉe 
ϭ and Ϯ emissions oveƌ time ƚo acŚieve 
secƚoƌaůͬƉƌodƵcƚ ƚaƌŐeƚs͘ dŚose ƚŚaƚ can 
demonsƚƌaƚe ůoǁeƌ ĨƵƚƵƌe emissions ƌeŇecƚ 
ŚiŐŚeƌ ƚƌansition oƉƉoƌƚƵniƚǇ ;and ůess ƌisŬͿ͘

• teůů ďeůoǁ ϮϬϯϬ 
secƚoƌͬƉƌodƵcƚ 
average

• �eůoǁ ϮϬϯϬ secƚoƌͬ
product average

• Deeƚs ϮϬϯϬ secƚoƌͬ
product average

Support 
activities with 
higher market 
opportunity in 
transition

^iǌe oĨ vaůƵe 
cŚain ďǇ ϮϬϱϬ in 
ϭ͘ϱ Σ� ƉaƚŚǁaǇ

DaƌŬeƚs Ĩoƌ some ƚƌansition activities 
coƵůd ƌemain ƌoďƵsƚ Ĩoƌ decades͕ ǁŚeƌeas 
oƚŚeƌs coƵůd Ĩace ůonŐͲƚeƌm decůine͘ dŚose 
ǁiƚŚ ůaƌŐeƌ maƌŬeƚs in ϮϬϱϬ ƌeŇecƚ ŚiŐŚeƌ 
ƚƌansition oƉƉoƌƚƵniƚǇ͘ >aƌŐeƌ maƌŬeƚ 
oƉƉoƌƚƵniƚǇ aůso imƉůies aďiůiƚǇ ƚo ŐainͬŬeeƉ 
maƌŬeƚ sŚaƌe ;ďƌeaŬeven cosƚͿ͘

• >aƌŐe vaůƵe cŚain ďǇ 
ϮϬϱϬ

• Moderate value chain 
ďǇ ϮϬϱϬ

• ^maůů oƌ noneǆisƚenƚ 
vaůƵe cŚain ďǇ ϮϬϱϬ
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do ƋƵaůiĨǇ Ƶndeƌ ƚŚis additionaů emissionsͲinƚensiƚǇ cƌiƚeƌion͕ Ɖƌoũecƚs mƵsƚ ďe aďůe ƚo demonsƚƌaƚe ƚŚaƚ ƚŚeǇ ǁiůů 
maŬe siŐniĮcanƚ imƉƌovemenƚs ďǇ ϮϬϯϬ͘ Doƌe sƉeciĮcaůůǇ͕  Ɖƌoũecƚs mƵsƚ demonsƚƌaƚe͕ ƚŚƌoƵŐŚ eǆistinŐ caƉiƚaů 
eǆƉendiƚƵƌes and ĨoƌǁaƌdͲůooŬinŐ caƉiƚaů Ɖůans͕ ƚŚaƚ emissions aƌe eǆƉecƚed ƚo meeƚ oƌ Ĩaůů ďeůoǁ ƚŚe ϮϬϯϬ 
ƚŚƌesŚoůd͘ /mƉoƌƚanƚůǇ͕  ƚŚe Ɖƌoũecƚ cannoƚ Śave an emissions inƚensiƚǇ aďove ƚŚe ϮϬϯϬ ƚŚƌesŚoůd͕ ǁŚicŚ ŚeůƉs 
ŐƵaƌanƚee ƚŚaƚ aůů ƚƌansition Ɖƌoũecƚs in ƚŚe ƚaǆonomǇ maŬe siŐniĮcanƚ invesƚmenƚs ƚo sƚaǇ ƚƌansitionͲconsisƚenƚ 
;Ɖƌoũecƚs ƚŚaƚ do noƚ maŬe ƚŚese siŐniĮcanƚ emissionsͲƌedƵction invesƚmenƚs ǁoƵůd Śave ďeen ineůiŐiďůe aůƌeadǇ 
in ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ in sƚeƉ ηϭͿ͘

>iŬe ƚŚe Őƌeen Ɖƌoũecƚs͕ ƚƌansition Ɖƌoũecƚs aƌe evaůƵaƚed Ĩoƌ ƚŚeiƌ Ɖoƚentiaů maƌŬeƚ oƉƉoƌƚƵniƚǇ in ƚƌansition ;see 
�oǆ ϵ aďoveͿ͘ hsinŐ ƚŚe vaůƵe cŚain oĨ sƉeciĮc Őoods and seƌvices as ƚŚe ƌoƵŐŚ ƉƌoǆǇ͕  a Ɖƌoũecƚ ƚŚaƚ is seůůinŐ inƚo 
a ůaƌŐeƌ maƌŬeƚͶand ǁŚeƌe ƚŚeƌe aƌe Ĩeǁeƌ viaďůe aůƚeƌnatives ƚo ǁŚaƚ ƚŚe Ɖƌoũecƚ is seůůinŐ inƚo ƚŚe maƌŬeƚͶ
Śas moƌe oƉƉoƌƚƵniƚǇ͘ dŚe maƌŬeƚ Ĩoƌ Őƌeen sƚeeů͕ Ĩoƌ eǆamƉůe͕ is eǆƉecƚed ƚo ďe siŐniĮcanƚ in ƚŚe ƚƌansition͘ 

dƌansition Ɖƌoũecƚs ƚŚaƚ seƋƵesƚeƌ emissions Ĩace ƚŚe same additionaů cƌiƚeƌion as Őƌeen Ɖƌoũecƚs͘ &oƌ ƚƌansition 
activities͕ ƚŚis cƌiƚeƌion is Ĩoƌ Ɖƌoũecƚs ƚŚaƚ Ƶtiůiǌe ��h^ ƚecŚnoůoŐies ƚo ƌedƵce ƚŚeiƌ scoƉe ϭ and Ϯ emissions͘ 
tŚiůe ƚŚe sƉeciĮc ƚŚƌesŚoůds Ĩoƌ ƚŚis cƌiƚeƌion stiůů need ƚo ďe deveůoƉed͕ ƚŚe oďũective is ƚo conveǇ ƚŚe ƌisŬ oĨ 
continƵed scoƉe ϭ and Ϯ emissions aůonŐ a Ɖƌoũecƚ s͛ ƚƌansition ƉaƚŚǁaǇ͘

dŚe ƌationaůe Ĩoƌ ƚŚis additionaů cƌiƚeƌion is ƚǁoĨoůd͘ &iƌsƚ͕ avoided oƌ aďaƚed emissions aƌe ďeƩeƌ ƚŚan ŐeneƌatinŐ 
emissions ƚŚaƚ ƚŚen mƵsƚ ďe caƉƚƵƌed and sƚoƌed͘ ^econd͕ some ƚǇƉes oĨ ��h^ ƚecŚnoůoŐies Śave Ƶnƌeůiaďůe 
caƉƚƵƌe ƌaƚes oƌ cannoƚ ŐƵaƌanƚee ƚŚe Ɖeƌmanence oĨ ƚŚe seƋƵesƚeƌed emissions͘ �oƚŚ oĨ ƚŚese issƵes ǁiƚŚ ��h^ 
coƵůd eǆƉose a Ɖƌoũecƚ ;and issƵeƌͿ ƚo siŐniĮcanƚ ƚƌansition ƌisŬ ;e͘Ő͕͘ a sƵdden incƌease in Ƶnaďaƚed emissionsͿ͘ 
Recenƚ mecŚanicaů ĨaiůƵƌes ǁiƚŚ ƚŚe ��h^ ƚecŚnoůoŐǇ aƚ ƚŚe �oƵndaƌǇ �am in ^asŬaƚcŚeǁan͕ Ĩoƌ eǆamƉůe͕ meanƚ 
ƚŚe ĨaciůiƚǇ emiƩed moƌe ƚŚan ϱϬϬ͕ϬϬϬ additionaů ƚonnes oĨ �K2 in ϮϬϮϭ ƚŚaƚ ǁeƌe sƵƉƉosed ƚo ďe caƉƚƵƌed͘36 

36 ^ee ^ΘW 'ůoďaů DaƌŬeƚ /nƚeůůiŐence aƌticůe tiƚůed͕ KnůǇ ^tiůůͲKƉeƌatinŐ �aƌďon �aƉƚƵƌe Wƌoũecƚ �aƩůed decŚnicaů 
/ssƵes in ϮϬϮϭ͕ ƉƵďůisŚed on :anƵaƌǇ ϲ͕ ϮϬϮϮ͘

Objective Criteria Rationale Possible Measure

Sequestration projects only

Reduce risk 
associated with 
deploying CCUS 
technology

�ǆƚenƚ ƚo ǁŚicŚ 
emissions maǇ 
noƚ ďe caƉƚƵƌed͕ 
oƌ seƋƵesƚeƌed 
emissions aƌe ƌeͲ
emiƩed inƚo ƚŚe 
atmospherea

^ome Ĩoƌms oĨ ��h^ aƌe ďeƩeƌ ƚŚan oƚŚeƌs 
in ƚeƌms oĨ ƚŚe ƌeůiaďiůiƚǇ oĨ ƚŚeiƌ caƉƚƵƌe 
ƌaƚe and seƋƵesƚƌation Ɖeƌmanence͘

• Low risk 

• Moderate risk

• ,iŐŚ ƌisŬ 

Demand-side risk projects only

Avoid carbon 
lock-in and path 
dependency

Wƌoũecƚ ůiĨetime 
ƌeůative ƚo Őůoďaů 
demand Ĩoƌ 
product in a 1.5 
Σ� ƉaƚŚǁaǇ

dƌansition activities ǁiƚŚ ůonŐeƌ ůiĨesƉans ;oƌ 
ƉaǇďacŬ ƉeƌiodsͿ ƌeŇecƚ ŚiŐŚeƌ ƚƌansition 
ƌisŬ͘ >iĨesƉan ƚŚƌesŚoůds aƌe ƌeůative ƚo 
Őůoďaů ƉƌodƵcƚ demand Ĩoƌ ƚŚaƚ ƉaƌticƵůaƌ 
ŐoodͬƉƌodƵcƚ͘

• ^Śoƌƚ ůiĨetime 

• DediƵm ůiĨetime

• >onŐ ůiĨetime

aͿ tŚiůe ƚŚe sƉeciĮc ƚŚƌesŚoůds Ĩoƌ ƚŚis cƌiƚeƌion stiůů need ƚo ďe deveůoƉed͕ ƚŚe oďũective is ƚo ƌeǁaƌd Ɖƌoũecƚs ƚŚaƚ deƉůoǇ ��h^ 
ƚecŚnoůoŐǇ ƚŚaƚ Śas ƌeůiaďůe caƉƚƵƌe ƌaƚes and can demonsƚƌaƚe Ɖeƌmanenƚ seƋƵesƚƌation͘

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/only-still-operating-carbon-capture-project-battled-technical-issues-in-2021-68302671
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/only-still-operating-carbon-capture-project-battled-technical-issues-in-2021-68302671


Taxonomy DesignPART TWO

Taxonomy Roadmap Report: Advice and Recommendations 54

&inaůůǇ͕  ƚƌansition Ɖƌoũecƚs ƚŚaƚ Ĩace demandͲside ƌisŬ Śave an additionaů cƌiƚeƌion ƚŚaƚ measƵƌes ƚŚe ƌisŬ oĨ 
caƌďon ůocŬͲin and ƉaƚŚ deƉendencǇ͘ tŚiůe ƚŚe caƚeŐoƌiǌation ĨƌameǁoƌŬ in sƚeƉ ηϭ is desiŐned ƚo Įůƚeƌ oƵƚ 
Ɖƌoũecƚs ƚŚaƚ Őeneƌaƚe siŐniĮcanƚ caƌďon ůocŬͲin and ƉaƚŚ deƉendencǇ ;e͘Ő͕͘ coaů ƉƌodƵction͕ deveůoƉinŐ neǁ 
oiů and Őas ĮeůdsͿ͕ ƚŚese issƵes maǇ stiůů ďe ƌeůevanƚ Ĩoƌ some ƚƌansition Ɖƌoũecƚs͕ ƉaƌticƵůaƌůǇ ƚŚose ƚŚaƚ invoůve 
decaƌďoniǌinŐ eǆistinŐ oiů and Őas Ɖƌoũecƚs͘ dŚe ƌationaůe is ƚŚaƚ Ɖƌoũecƚs ǁiƚŚ demandͲside ƌisŬ Śave a ŚiŐŚeƌ 
deŐƌee oĨ ƌisŬ ƚŚaƚ oƚŚeƌ Ɖƌoũecƚs do noƚ͘

dŚe demandͲside ƌisŬ cƌiƚeƌion is ďased ƉƌimaƌiůǇ on ƚŚe Ɖƌoũecƚ s͛ ůiĨesƉan͘ Wƌoũecƚs ǁiƚŚ a ůonŐeƌ ůiĨesƉan͕ sƵcŚ 
as a naƚƵƌaů Őas ƉƌodƵction ĨaciůiƚǇ ǁiƚŚ a ϮϱͲǇeaƌ ůiĨesƉan͕ ǁoƵůd Ĩace ŚiŐŚeƌ ƚƌansition ƌisŬs͘ tŚiůe ƚŚe Ɖƌecise 
ƚŚƌesŚoůds Ĩoƌ ƚŚis cƌiƚeƌion stiůů need ƚo ďe deveůoƉed͕ ƚŚe timeůines need ƚo ďe ƉƌoƉoƌtionaƚe ƚo ƚŚe ƌeůative 
demandͲside ƌisŬ Ĩoƌ ƚŚaƚ ƉaƌticƵůaƌ activiƚǇ͘ dŚaƚ is͕ ƚŚe deĮnition oĨ a ͞ůonŐ͟ ůiĨesƉan Ĩoƌ naƚƵƌaů Őas ƉƌodƵction 
Ĩaciůities maǇ ďe diīeƌenƚ ƚŚan Ĩoƌ oiů ƉƌodƵction Ĩaciůities͕ Őiven ƚŚaƚ Őůoďaů demand Ĩoƌ naƚƵƌaů Őas is eǆƉecƚed 
ƚo ďe moƌe ƌoďƵsƚ ;and Ĩoƌ ůonŐeƌͿ ƚŚan demand Ĩoƌ oiů͘ 

daŬen ƚoŐeƚŚeƌ͕  &iŐƵƌe ϯ ďeůoǁ iůůƵsƚƌaƚes Śoǁ ƚŚis ƚǇƉe oĨ scoƌinŐ sǇsƚem coƵůd ǁoƌŬ in Ɖƌactice͘ /ƚ sŚoǁs a ƌanŐe 
oĨ ŚǇƉoƚŚeticaů Őƌeen and ƚƌansition Ɖƌoũecƚs͕ evaůƵaƚed ďased on ƚŚeiƌ ƌeůative ƚƌansition ƌisŬ and oƉƉoƌƚƵniƚǇ͘ 
dŚese eǆamƉůes aƌe͕ Śoǁeveƌ͕  Ĩoƌ iůůƵsƚƌative ƉƵƌƉoses onůǇ͘ dŚe acƚƵaů evaůƵation oƌ scoƌinŐ oĨ Ɖƌoũecƚs ǁiůů 
ƵůtimaƚeůǇ ƌeƋƵiƌe deveůoƉinŐ ƚŚe ƌiŐoƌoƵs meƚŚodoůoŐǇ and cƌiƚeƌia discƵssed aďove͘  /ƚ ǁiůů aůso ƌeƋƵiƌe 
identiĨǇinŐ an aƉƉƌoƉƌiaƚe deůiveƌǇ modeů Ĩoƌ iƚs Ƶse and adminisƚƌation ;e͘Ő͕͘ �^' ƌatinŐ aŐencies͕ sƚandaƌdͲ
seƫnŐ ďodǇͿ͘ ^ee Anneǆ Ϯ Ĩoƌ moƌe deƚaiůs on ƚŚe scoƌinŐ meƚŚodoůoŐǇ͕  ǁŚicŚ inĨoƌms ƚŚe ƌeůative Ɖůacemenƚ oĨ 
Ɖƌoũecƚs in ƚŚis ĮŐƵƌe͘

Figure 3: Hypothetical Green and Transition Projects
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oiůsands ƉƌodƵction

�oncƌeƚe ƉƌodƵction 
ǁͬ seƋƵesƚƌation

Blue hydrogen 
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�ioũeƚ ƉƌodƵction Geothermal facility 
expansion
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^DR ƉƌodƵction Net-zero building 
development

�s ƉƌodƵction �s ďaƩeƌǇ 
ƉƌodƵction

�ůecƚƌiĮcation oĨ sƚeeů 
ƉƌodƵction

Green ActivitiesTransition Activities
Lower Opportunity, Higher Risk Higher Opportunity, Lower Risk

^oƵƌce͗ �anadian �ůimaƚe /nstiƚƵƚe

Recommendation 9

te ƌecommend ƚŚaƚ ƚŚe daǆonomǇ initiative consideƌ͕  as a ĨƵƚƵƌe ƉƌioƌiƚǇ͕  deveůoƉinŐ a 
meƚŚodoůoŐǇ and cƌiƚeƌia ƚo diīeƌentiaƚe ƚŚe ƌeůative ƌisŬ and oƉƉoƌƚƵniƚǇ oĨ Őƌeen and 
ƚƌansition Ɖƌoũecƚs͕ ƚo enŚance invesƚmenƚ decisionͲmaŬinŐ and ƚŚe ƚaǆonomǇ s͛ soƉŚistication 
and cƌediďiůiƚǇ͘



/mƉůemenƚationPART THREE

Taxonomy Roadmap Report: Advice and Recommendations 55

WĂƌƚ�dŚƌĞĞ͗�/ŵƉůĞŵĞŶƚĂƟŽŶ

dŚĞƌĞ�ŝƐ�ĂŶ�ŝŵƉĞƌĂƟǀĞ�ƚŽ�ƉƌŽĐĞĞĚ�ĞǆƉĞĚŝƟŽƵƐůǇ�ƚŽ�ĚĞǀĞůŽƉ�ĂŶĚ�ŝŵƉůĞŵĞŶƚ�ƚŚĞ��ĂŶĂĚŝĂŶ�
ŐƌĞĞŶ�ĂŶĚ�ƚƌĂŶƐŝƟŽŶ�ĮŶĂŶĐĞ�ƚĂǆŽŶŽŵǇ͘ ��ĞůĂǇƐ�ǁŽƵůĚ�ƉƌĞƐĞŶƚ�ŵŝƐƐĞĚ�ŽƉƉŽƌƚƵŶŝƟĞƐ�ĨŽƌ�
�ĂŶĂĚĂ�ƚŽ�ŵŽďŝůŝǌĞ�ŐƌĞĞŶ�ĂŶĚ�ƚƌĂŶƐŝƟŽŶ�ĐĂƉŝƚĂů�ŝŶ�Ă�ŵĞĂŶŝŶŐĨƵů�ǁĂǇ�ĂƐ�ǁĞůů�ĂƐ�ŝŶŇƵĞŶĐĞ�
ƚŚĞ�ŐůŽďĂů�ƚĂǆŽŶŽŵǇ�ĚŝĂůŽŐƵĞ͘�WƌŽĐĞĞĚŝŶŐ�ĞǆƉĞĚŝƟŽƵƐůǇ͕ �ŚŽǁĞǀĞƌ͕ �ĐĂŶŶŽƚ�ĐŽŵĞ�Ăƚ�ƚŚĞ�
ĞǆƉĞŶƐĞ�ŽĨ�ƋƵĂůŝƚǇ�ĂŶĚ�ĐƌĞĚŝďŝůŝƚǇ͘ �'ŝǀĞŶ�ƚŚĞƐĞ�ĐŽŶƐŝĚĞƌĂƟŽŶƐ͕�ƚŚĞ�dd�'�ƌĞĐŽŵŵĞŶĚƐ�ƚŚĂƚ�
ƚŚĞ�ƚĂǆŽŶŽŵǇ�ďĞ�ĚĞǀĞůŽƉĞĚ�ĂŶĚ�ŝŵƉůĞŵĞŶƚĞĚ�ŝŶ�ƚǁŽ�ĚŝƐĐƌĞƚĞ�ƉŚĂƐĞƐ͕�ĂƐ�ĨŽůůŽǁƐ͗

dŚe ^&A� endoƌsed and sƵďmiƩed ƚŚis ReƉoƌƚ ƚo �anada s͛ �eƉƵƚǇ Wƌime Dinisƚeƌ and Dinisƚeƌ oĨ &inance as ǁeůů 
as ƚŚe Dinisƚeƌ oĨ �nviƌonmenƚ and �ůimaƚe �ŚanŐe Ĩoƌ consideƌation and action in Ĩaůů ϮϬϮϮ͘ dŚe Dinisƚeƌs ǁiůů 
ůiŬeůǇ ƌeƋƵiƌe time ƚo consideƌ ƚŚe ReƉoƌƚ and Ɖƌovide a Ĩoƌmaů ƌesƉonse ƚo ƚŚe ^&A� on iƚs ƌecommendations͘

/n ƚŚe inƚeƌim͕ ƚŚe ^&A�͕ sƵďũecƚ ƚo Ɖƌima Ĩacie Ĩedeƌaů sƵƉƉoƌƚ͕ ǁoƵůd diƌecƚ ƚŚe dd�' ƚo deveůoƉ ƚŚe ƚaǆonomǇ 
aƌcŚiƚecƚƵƌe inƚƌodƵced in ƚŚis ReƉoƌƚ͕ ǁiƚŚ a ĨocƵs on esƚaďůisŚinŐ voůƵnƚaƌǇ issƵance ƌeƋƵiƌemenƚs and Őƌeen 
and ƚƌansition cƌiƚeƌia Ĩoƌ an initiaů seƚ oĨ ƉƌioƌiƚǇ secƚoƌs and activities͕ identiĮed ƚŚƌoƵŐŚ a ƌisŬͲ and needsͲ
based assessment. 

do advance ƚŚis ǁoƌŬ ƋƵicŬůǇ͕  ƚŚe dd�' ǁoƵůd seeŬ ƚo Śaƌness ƚŚe sƵďsƚantiaů ďodǇ oĨ ƚaǆonomǇͲƌeůevanƚ 
ŬnoǁůedŐe and eǆƉeƌtise ƚŚaƚ eǆisƚs domesticaůůǇ and inƚeƌnationaůůǇ͘37 do do so͕ iƚ ǁoƵůd ƌeůǇ on ƚŚe ^&A� s͛ 
conƚƌacƚed ƌeseaƌcŚ ƌesoƵƌces as ǁeůů as enŐaŐe ǁiƚŚ iƚs neƚǁoƌŬ oĨ ŬnoǁůedŐe Ɖaƌƚneƌs͘ dŚis ǁoƌŬ ǁoƵůd 
incůƵde ƵndeƌƚaŬinŐ additionaů inͲdeƉƚŚ ƌeseaƌcŚ and sƚaŬeŚoůdeƌ enŐaŐemenƚ on cƌiticaů issƵes identiĮed 
oveƌ ƚŚe coƵƌse oĨ deveůoƉinŐ ƚŚis ReƉoƌƚ͕ incůƵdinŐ deĮninŐ eǆistinŐ veƌsƵs neǁ͕ seƉaƌaƚeůǇ Ĩoƌ oiů and Őas 
ƉƌodƵction Ɖƌoũecƚs͕ as ǁeůů as ǁoƌŬinŐ ǁiƚŚ ^&A� ƉaƌticiƉatinŐ oƌŐaniǌations ;e͘Ő͕͘ ƉƌoƉeƌƚǇ and casƵaůƚǇ 
insƵƌance͕ ƌeinsƵƌanceͿ and oƚŚeƌ sƚaŬeŚoůdeƌs on Śoǁ ƚo incoƌƉoƌaƚe adaƉƚation and ƌesiůience inƚo ƚŚe 

37 dŚe dd�'͕ in deveůoƉinŐ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ͕  sŚoƵůd ůeveƌaŐe͕ as aƉƉƌoƉƌiaƚe͕ ƚŚe Őƌeenͬ
sƵsƚainaďiůiƚǇ cƌiƚeƌia seƚ oƵƚ in ƚŚe �h sƵsƚainaďůe Įnance ƚaǆonomǇ͘ dŚis coƵůd acceůeƌaƚe ƚŚe deveůoƉmenƚ Ɖƌocess and 
Ɖƌomoƚe inƚeƌoƉeƌaďiůiƚǇ ǁiƚŚ a Őůoďaů ďesƚ Ɖƌactice ƚaǆonomǇ͘

Phase 1: Running start led by the SFAC (Fall 2022 to Summer 2023) 

 ! WƵďůisŚ a sŚoƌƚͲĨoƌm ƚaǆonomǇ coveƌinŐ ƉƌioƌiƚǇ secƚoƌs and activities͘

 ! >aǇ ƚŚe ŐƌoƵndǁoƌŬ Ĩoƌ ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ͕  Ĩoƌ ƚŚe ůonŐ ƚeƌm
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ƚaǆonomǇ s͛ ĨƌameǁoƌŬ aƌcŚiƚecƚƵƌe͘ /ndƵsƚƌǇ enŐaŐemenƚ ǁiůů aůso ďe cƌiticaů ƚo Įeůd ƚesƚ ƚŚe cƌiƚeƌia Ĩoƌ ƵsaďiůiƚǇ 
and ƉƌacticaůiƚǇ͘ dŚe aim ǁoƵůd ďe ƚo ƉƵďůisŚ a sŚoƌƚͲĨoƌm ƚaǆonomǇ͕  Ƶndeƌ ƚŚe ďanneƌ oĨ ƚŚe ^&A�͕ ďǇ sƉƌinŐͲ
sƵmmeƌ ϮϬϮϯ͘ 

/n Ɖaƌaůůeů͕ ƚŚe ^&A� and ƚŚe dd�' ǁoƵůd ďeŐin ƚo ůaǇ ƚŚe ŐƌoƵndǁoƌŬ Ĩoƌ ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ͕  
Ĩoƌ ƚŚe ůonŐ ƚeƌm͘ dŚis ǁoƵůd invoůve imƉůemenƚationͲƌeůaƚed diaůoŐƵe ǁiƚŚ Ĩedeƌaů and Ɖƌovinciaů Őoveƌnmenƚs 
and /ndiŐenoƵs ƌiŐŚƚsŚoůdeƌs and ůeadeƌsŚiƉ͕ identiĨǇinŐ ĨƵndinŐ modeůs and Ɖoƚentiaů conƚƌiďƵƚoƌs͕ ƉƌeƉaƌinŐ 
a sŚoƌƚ ůisƚ oĨ Įnanciaů secƚoƌ ƌeƉƌesenƚatives Ĩoƌ ƚŚe daǆonomǇ �oƵnciů and identiĨǇinŐ Ɖossiďůe cƵsƚodian 
oƌŐaniǌations͘ /ƚ coƵůd aůso invoůve initiatinŐ discƵssions ƚoǁaƌds ĨoƌmaůiǌinŐ inĨoƌmation sŚaƌinŐ and mƵƚƵaů 
assisƚance aƌƌanŐemenƚs ǁiƚŚ ƚaǆonomǇ initiatives in oƚŚeƌ ũƵƌisdictions͘

WŚase ϭ ǁoƵůd ďe ůed ďǇ ƚŚe ^&A� and ƚŚe dd�'͘ /ƚ ǁoƵůd continƵe ƚo ƌeůǇ on ƚŚe eǆistinŐ Őoveƌnance 
aƌƌanŐemenƚs͕ incůƵdinŐ enŐaŐemenƚ ǁiƚŚ ƚŚe ĨedeƌaůͲƉƌovinciaů Kĸciaů ^ecƚoƌ �ooƌdinatinŐ 'ƌoƵƉ38͕ ǁŚiůe 
ƌecoŐniǌinŐ ƚŚaƚ ďaůanced enŐaŐemenƚ ǁiůů ďe needed ǁiƚŚ Ɖƌovinciaů Őoveƌnmenƚs͕ indƵsƚƌǇ and oƚŚeƌ 
sƚaŬeŚoůdeƌs ƚo sƵƉƉoƌƚ imƉůemenƚation ƚoǁaƌds WŚase Ϯ͘

dŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe ^&A�͕ in sƵmmeƌͲĨaůů ϮϬϮϯ͕ ǁoƵůd ĨoƌmaůůǇ esƚaďůisŚ ƚŚe �oƵnciů as ƚŚe 
ŐoveƌninŐ ďodǇ oĨ ƚŚe daǆonomǇ initiative͘ dŚe �oƵnciů coƵůd ďe Ɖƌescƌiďed in ůeŐisůation͕ esƚaďůisŚed as 
a minisƚeƌiaů commiƩee Ƶndeƌ eǆistinŐ ůeŐisůation oƌ convened ƚŚƌoƵŐŚ nonͲůeŐisůative means͕ sƵcŚ as ďǇ 
memoƌandƵm oĨ aŐƌeemenƚ͘ As sƉeed oĨ esƚaďůisŚmenƚ is an imƉoƌƚanƚ consideƌation͕ nonͲůeŐisůative 
aƉƉƌoacŚes maǇ ďe ƉƌeĨeƌaďůe͖ Śoǁeveƌ͕  eacŚ oƉtion sŚoƵůd ďe assessed ƚo deƚeƌmine ǁŚicŚ one ǁoƵůd ďesƚ 
meeƚ ƚŚe oveƌaůů needs oĨ ƚŚis initiative͘ 

hƉon esƚaďůisŚmenƚ oĨ ƚŚe �oƵnciů͕ ƚŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe ^&A� ǁoƵůd assiŐn ƌeƉƌesenƚatives ƚo seƌve 
on ƚŚe �oƵnciů͘ &edeƌaů ƌeƉƌesenƚation ǁoƵůd ďe seƚ ďǇ ƚŚe Dinisƚeƌs ƌesƉonsiďůe Ĩoƌ ƚŚe initiative͘ dŚe ^&A� 
ǁoƵůd esƚaďůisŚ a Ɖƌocess ƚo identiĨǇ and seůecƚ a ƌeƉƌesenƚative Ĩƌom eacŚ oĨ ƚŚe maũoƌ seŐmenƚs oĨ �anada s͛ 

38 Demďeƌs oĨ ƚŚe Kĸciaů ^ecƚoƌ �ooƌdinatinŐ 'ƌoƵƉ aƌe &inance �anada͕ �nviƌonmenƚ and �ůimaƚe �ŚanŐe �anada͕ 
�anŬ oĨ �anada͕ ƚŚe Kĸce oĨ ƚŚe ^ƵƉeƌinƚendenƚ oĨ &inanciaů /nstiƚƵtions͕ AƵƚoƌiƚĠ des maƌcŚĠs Įnancieƌs ;YƵĠďecͿ͕ 
Knƚaƌio ^ecƵƌities �ommission͕ Aůďeƌƚa ^ecƵƌities �ommission͕ �ƌitisŚ �oůƵmďia ^ecƵƌities �ommission͕ &inanciaů ^eƌvices 
ReŐƵůaƚoƌǇ AƵƚŚoƌiƚǇ oĨ Knƚaƌio and ƚŚe �ƌitisŚ �oůƵmďia &inanciaů ^eƌvices AƵƚŚoƌiƚǇ͘

Phase 2: Full implementation led by the federal government and SFAC (summer 2023 onwards)

 ! dŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe ^&A� esƚaďůisŚ ƚŚe daǆonomǇ �oƵnciů ;͞�oƵnciů͟Ϳ͕ seůecƚ iƚs 
comƉosition and Ɖƌovide esƚaďůisŚmenƚ ĨƵndinŐ ;sƵmmeƌͲĨaůů ϮϬϮϯͿ͘

 ! dŚe �oƵnciů condƵcƚs a meƌiƚͲďased Ɖƌocess ƚo seůecƚ ƚŚe daǆonomǇ �Ƶsƚodian ;͞�Ƶsƚodian͟Ϳ ;ďǇ 
endͲϮϬϮϯͿ͘

 ! dŚe �Ƶsƚodian Śiƌes ƚŚe sƚaī and convenes ƚŚe ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs needed ƚo deveůoƉ a 
comƉƌeŚensive ƚaǆonomǇ͕  ƵsinŐ ƚŚe sŚoƌƚͲĨoƌm veƌsion as ƚŚe sƚaƌtinŐ Ɖoinƚ ;ďǇ midͲϮϬϮϰͿ͘

 ! dŚe �Ƶsƚodian deveůoƉs ƚŚe dƌaŌ ƚaǆonomǇ͕  ƉƵďůisŚes iƚ Ĩoƌ consƵůƚation ;eaƌůǇͲϮϬϮϱͿ and sƵďmiƚs iƚ 
ƚo ƚŚe �oƵnciů Ĩoƌ aƉƉƌovaů ;Ĩaůů ϮϬϮϱͿ͘

 ! dŚe aƉƉƌoved ƚaǆonomǇ is ƉƵďůisŚed ;endͲϮϬϮϱͿ͖ ƚŚe �oƵnciů seƚs ƚŚe neǆƚ ƉŚase oĨ ƚŚe ƚaǆonomǇ 
deveůoƉmenƚ ǁoƌŬ ;onŐoinŐͿ͘ 
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Įnanciaů secƚoƌ͘  Wƌovinces maǇ ďe enŐaŐed aƚ ƚŚis time ƚo inviƚe ƌeƉƌesenƚation ;e͘Ő͕͘ secƵƌities ƌeŐƵůaƚoƌsͿ͘ 
dŚe Ĩedeƌaů Őoveƌnmenƚ and ƚŚe ^&A� ;i͘e͕͘ voůƵnƚaƌǇ conƚƌiďƵtions Ĩƌom iƚs ƉaƌticiƉatinŐ oƌŐaniǌationsͿ ǁoƵůd 
Ɖƌovide ƚŚe sƚaƌƚͲƵƉ ĨƵndinŐ ƚo esƚaďůisŚ ƚŚe �oƵnciů͘

dŚe �oƵnciů ǁoƵůd ůead a meƌiƚͲďased Ɖƌocess ƚo identiĨǇ and seůecƚ a ƌeseaƌcŚ oƌŐaniǌation ďǇ endͲϮϬϮϯ ƚo seƌve 
as ƚŚe �Ƶsƚodian͘ tiƚŚ ƚŚe �Ƶsƚodian in Ɖůace͕ incůƵdinŐ iƚs senioƌ ůeadeƌsŚiƉ ƚeam͕ ƚŚe �oƵnciů ǁoƵůd ƚŚen diƌecƚ 
iƚ ƚo deveůoƉ and sƵďmiƚ Ĩoƌ iƚs aƉƉƌovaů ƚŚe comƉůeƚe veƌsion oĨ ƚŚe ƚaǆonomǇ ďǇ Ĩaůů ϮϬϮϱ͘ dŚe �Ƶsƚodian ǁoƵůd 
Ƶse ƚŚe ƉƵďůisŚed sŚoƌƚͲĨoƌm ƚaǆonomǇ as ƚŚe sƚaƌtinŐ Ɖoinƚ and Ɖƌoceed ƚo ďƌoaden ƚŚe issƵance ƌeƋƵiƌemenƚs 
and Őƌeen and ƚƌansition cƌiƚeƌia Ĩoƌ aůů secƚoƌs and activities in �anada ƚŚaƚ aƌe maƚeƌiaů Ĩƌom a cůimaƚe 
mitiŐation ƉeƌsƉective͘ As Ɖaƌƚ oĨ ƚŚis eǆeƌcise͕ iƚ ǁoƵůd ƵndeƌƚaŬe ďesƚ eīoƌƚs ƚo deveůoƉ cƌiƚeƌia in sƵƉƉoƌƚ oĨ 
cůimaƚe adaƉƚation and ƌesiůiencǇ oďũectives͘

dŚe �Ƶsƚodian s͛ senioƌ ůeadeƌsŚiƉ ǁoƵůd Ɖƌoceed eǆƉeditioƵsůǇ ƚo ďƵiůd ƚŚe caƉaciƚǇ necessaƌǇ ƚo meeƚ ƚŚis 
miůesƚone͘ /ƚ is eǆƉecƚed ƚŚaƚ͕ ďǇ midͲϮϬϮϰ͕ ƚŚe �Ƶsƚodian ǁoƵůd Śave ƚŚe ƌeƋƵisiƚe eǆƉeƌƚ sƚaī and eǆƚeƌnaů 
ƚecŚnicaů ǁoƌŬinŐ ŐƌoƵƉs in Ɖůace and ƚŚaƚ sƵďsƚantive ƚaǆonomǇ deveůoƉmenƚ ǁoƵůd ďe ǁeůů ƵndeƌǁaǇ͘ /n 
Ɖaƌaůůeů͕ ƚŚe �oƵnciů ǁoƵůd imƉůemenƚ ƚŚe ďaůance oĨ ƚŚe inĨƌasƚƌƵcƚƵƌe needed ƚo consideƌ and aƉƉƌove 
ƚaǆonomǇ ƉƌoƉosaůs͕ incůƵdinŐ deveůoƉinŐ votinŐ ƉƌocedƵƌes and ƌƵůes͕ a ĨƌameǁoƌŬ ƚo measƵƌe ƉeƌĨoƌmance 
and oƵƚcomes͕ as ǁeůů as esƚaďůisŚinŐ ƚŚe eǆƉeƌƚ advisoƌǇ commiƩee͘

dŚe �Ƶsƚodian ǁoƵůd issƵe a consƵůƚation dƌaŌ oĨ ƚŚe ƚaǆonomǇ ďǇ eaƌůǇͲϮϬϮϱ͘ /n addition ƚo invitinŐ ƉƵďůic 
commenƚ aƚ ƚŚis time͕ ƚŚe ^ƚaŬeŚoůdeƌ AdvisoƌǇ &oƌƵm ǁoƵůd ďe ůaƵncŚed and ƚŚe inaƵŐƵƌaů meetinŐ ǁoƵůd 
ďe Ƶsed ƚo inviƚe ĨeedďacŬ Ĩƌom ƉaƌticiƉanƚs on ƚŚe dƌaŌ͘ dŚe �Ƶsƚodian ǁoƵůd ƌevieǁ ƚŚe ĨeedďacŬ͕ maŬe anǇ 
necessaƌǇ ƌevisions and sƵďmiƚ ƚŚe Įnaů ƚaǆonomǇ ƉƌoƉosaů ƚo ƚŚe �oƵnciů Ĩoƌ aƉƉƌovaů ďǇ Ĩaůů ϮϬϮϱ͕ ǁiƚŚ a ƚaƌŐeƚ 
miůesƚone Ĩoƌ ƉƵďůication ďǇ endͲϮϬϮϱ͘ 

Additionaů discƵssions ǁoƵůd need ƚo ƚaŬe Ɖůace dƵƌinŐ ƚŚe deveůoƉmenƚ Ɖƌocess͕ ƉaƌticƵůaƌůǇ amonŐ ƚŚe 
�oƵnciů s͛ Őoveƌnmenƚ and ƌeŐƵůaƚoƌǇ ƌeƉƌesenƚatives͕ ƚo deƚeƌmine ǁŚaƚ sƚaƚƵs ƚŚe ƚaǆonomǇ sŚoƵůd ƚaŬe 
;e͘Ő͕͘ voůƵnƚaƌǇ oƌ ƉoůicǇ ŐƵidance͕ ďasis Ĩoƌ a ƌeŐƵůaƚoƌǇ ƉƌoƉosaůͿ͘ dŚe �Ƶsƚodian ǁoƵůd ďe ƌesƉonsiďůe Ĩoƌ 
accomƉanǇinŐ ƚŚe ƌeůease oĨ ƚŚe ƚaǆonomǇ ǁiƚŚ sƵƉƉůemenƚaƌǇ eǆƉůanaƚoƌǇ maƚeƌiaůs͕ as ǁeůů as condƵctinŐ 
edƵcation and aǁaƌenessͲƌaisinŐ activities͘ 

/n ƚŚe Ɖeƌiod ĨoůůoǁinŐ ƚŚe ƚaǆonomǇ s͛ ůaƵncŚ and imƉůemenƚation͕ ƚŚe �oƵnciů ǁoƵůd seƚ ƚŚe oďũectives 
and Ɖƌioƌities Ĩoƌ ƚŚe neǆƚ ƉŚase oĨ ƚaǆonomǇ deveůoƉmenƚ͕ ǁŚicŚ coƵůd incůƵde ĨoƌmaůiǌinŐ ƚŚe Ɖƌocess 
ƚo ƉeƌiodicaůůǇ ƌevieǁ ƚŚe Őƌeen and ƚƌansition cƌiƚeƌia͕ deeƉeninŐ eůemenƚs oĨ ƚŚe ƉƵďůisŚed ƚaǆonomǇ 
;e͘Ő͕͘ cůimaƚe adaƉtion and ƌesiůience͕ �E^, cƌiƚeƌiaͿ and eǆƉandinŐ ƚŚe ƚaǆonomǇ ƚo incůƵde oƚŚeƌ ƉƌioƌiƚǇ 
enviƌonmenƚaů and sociaů oďũectives͘

Recommendation 10

te ƌecommend ƚŚaƚ ƚŚe Őƌeen and ƚƌansition Įnance ƚaǆonomǇ ďe deveůoƉed in 
ƚǁo discƌeƚe ƉŚases͘ WŚase ϭ ǁoƵůd see ƚŚe ^&A� ƉƵďůisŚinŐ a sŚoƌƚͲĨoƌm ƚaǆonomǇ 
coveƌinŐ ƉƌioƌiƚǇ secƚoƌs and activities ďǇ midͲϮϬϮϯ͕ as ǁeůů as ůaǇinŐ ƚŚe ŐƌoƵndǁoƌŬ Ĩoƌ 
ƚŚe imƉůemenƚation oĨ ƚŚe ƚaǆonomǇ Ĩoƌ ƚŚe ůonŐ ƚeƌm͕ incůƵdinŐ Őoveƌnance͕ ĨƵndinŐ and 
sƚƌaƚeŐic ƉůanninŐ͘ WŚase Ϯ ǁoƵůd invoůve ƚŚe ĨƵůů imƉůemenƚation oĨ ƚŚe daǆonomǇ initiative and 
ƉƵďůisŚinŐ a sƵďsƚantiaůůǇ moƌe comƉůeƚe and deƚaiůed ƚaǆonomǇ ďǇ endͲϮϬϮϱ aƚ ƚŚe ůaƚesƚ͘
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Annex

'ůossaƌǇ oĨ <eǇ deƌminoůoŐǇ

Carbon costs: dŚe Ɖƌice ƚŚaƚ an entiƚǇ ƉaǇs Ĩoƌ ƚŚeiƌ ŐƌeenŚoƵse Őas emissions͘ �aƌďon cosƚs coƵůd ďe diƌecƚ 
ƚŚƌoƵŐŚ caƌďon ƉƌicinŐ͕ oƌ imƉůiciƚ ƚŚƌoƵŐŚ ƌeŐƵůation͘ An entiƚǇ ƚŚaƚ ƌedƵces iƚs emissions Ĩaces ůoǁeƌ caƌďon 
cosƚs and imƉƌoves ƚŚe caƌďon comƉetitiveness oĨ iƚs ƉƌodƵcƚs͘

Carbon lock-in: �missionsͲinƚensive asseƚs͕ ƚecŚnoůoŐies and eneƌŐǇ sǇsƚems ƚŚaƚ Śave ůonŐ ůiĨesƉans ;oƌ caƉiƚaů 
ƉaǇďacŬ ƉeƌiodsͿ and ͚ůocŬ in͛ ĨƵƚƵƌe emissions and͕ as a ƌesƵůƚ͕ ΖůocŬ oƵƚΖ ůoǁeƌͲcaƌďon aůƚeƌnatives and aƌe 
inconsisƚenƚ ǁiƚŚ ƌeƉƌesenƚative ϭ͘ϱ Σ� cůimaƚe scenaƌios͘ /nvestinŐ in asseƚs Ɖƌone ƚo ůocŬͲin ƌesƚƌicƚs ĨƵƚƵƌe 
ŇeǆiďiůiƚǇ and can ďoƚŚ incƌease emissions and ƚŚe cosƚs oĨ cůimaƚe action͘ �aƌďon ůocŬͲin can aƉƉůǇ ƚo ďoƚŚ 
sƵƉƉůǇͲside ƌisŬ Ɖƌoũecƚs and demandͲside ƌisŬ Ɖƌoũecƚs ;see deĮnitionsͿ͘  

Carbon offset: An emissions Ƶniƚ issƵed ďǇ a caƌďon cƌeditinŐ ƉƌoŐƌam ƚŚaƚ ƌeƉƌesenƚs an emission ƌedƵction oƌ 
ƌemovaů oĨ a ŐƌeenŚoƵse Őas emission͘ �aƌďon oīseƚs aƌe ƵniƋƵeůǇ seƌiaůiǌed͕ issƵed͕ ƚƌacŬed and canceůůed ďǇ 
means oĨ an eůecƚƌonic ƌeŐisƚƌǇ͘

Dead-end pathway: decŚnoůoŐies and ƚecŚnoůoŐicaů ƉaƚŚǁaǇs ƚŚaƚ aƌe inconsisƚenƚ ǁiƚŚ ƚŚe Őůoďaů cůimaƚe Őoaů 
oĨ ŬeeƉinŐ ƚŚe ƌise in Őůoďaů ƚemƉeƌaƚƵƌes ďeůoǁ ϭ͘ϱ Σ� deŐƌees͕ and ƚŚaƚ ƌeƋƵiƌe immediaƚe ƉŚaseͲoƵƚ ďased on 
ƚŚese ƉaƚŚǁaǇs͘ �eadͲend ƉaƚŚǁaǇs oŌen Śave economicaůůǇ and ƚecŚnicaůůǇ viaďůe aůƚeƌnatives and ƉůaǇ no oƌ 
ůimiƚed ƌoůe in ƚŚe ƚƌansition ƚo ϮϬϱϬ cůimaƚe Őoaůs͘

Demand-side risk: dŚe eǆƚenƚ ƚo ǁŚicŚ Őůoďaů demand Ĩoƌ a ƉƌodƵcƚ ǁiůů decƌease in ƚŚe Őůoďaů ůoǁͲcaƌďon 
ƚƌansition͘ Wƌoũecƚs ƚŚaƚ Śave siŐniĮcanƚ doǁnsƚƌeam ;scoƉe ϯͿ emissions Ĩace ŚiŐŚ demandͲside ƌisŬ͕ ƉaƌticƵůaƌůǇ 
ǁŚen ƚŚeǇ Śave ůonŐ ůiĨesƉans͘ Wƌoũecƚs ƚŚaƚ mƵsƚ ďe immediaƚeůǇ ƉŚased oƵƚ ƚo aůiŐn ǁiƚŚ ϭ͘ϱ Σ� cůimaƚe ƚaƌŐeƚs 
aůso Ĩace ŚiŐŚ demandͲside ƌisŬ͘

Path dependency: dŚe eǆƚenƚ ƚo ǁŚicŚ incƵmďenƚ asseƚs͕ ƚecŚnoůoŐies and eneƌŐǇ sǇsƚems cƌeaƚe ineƌtia and 
ƌeinĨoƌce Ɖoůiticaů͕ maƌŬeƚ and sociaů Ĩacƚoƌs ƚŚaƚ deůaǇ oƌ ďůocŬ cůimaƚe action͘ 

Scope 1 emissions: �iƌecƚ ŐƌeenŚoƵse Őas emissions ƚŚaƚ occƵƌ Ĩƌom soƵƌces ƚŚaƚ aƌe oǁned oƌ conƚƌoůůed ďǇ an 
entiƚǇ͘ �ǆamƉůes aƌe emissions Ĩƌom comďƵstion in oǁned oƌ conƚƌoůůed ďoiůeƌs͕ ĨƵƌnaces͕ veŚicůes͖ oƌ emissions 
Ĩƌom cŚemicaů ƉƌodƵction in oǁned oƌ conƚƌoůůed Ɖƌocess eƋƵiƉmenƚ͘

Scope 2 emissions: /ndiƌecƚ ŐƌeenŚoƵse Őas emissions ƚŚaƚ occƵƌ Ĩƌom ƚŚe Őeneƌation oĨ ƉƵƌcŚased eůecƚƌiciƚǇ͕  
sƚeam͕ ŚeatinŐ oƌ cooůinŐ consƵmed ďǇ an entiƚǇ͘ ^coƉe Ϯ emissions ƉŚǇsicaůůǇ occƵƌ aƚ ƚŚe ĨaciůiƚǇ ǁŚeƌe 
eůecƚƌiciƚǇ͕  sƚeam͕ ŚeatinŐ oƌ cooůinŐ is Őeneƌaƚed͘ 

Scope 3 emissions: /ndiƌecƚ emissions oƵƚside oĨ scoƉe Ϯ ƚŚaƚ occƵƌ in ƚŚe vaůƵe cŚain oĨ ƚŚe ƌeƉoƌtinŐ entiƚǇ͕  
incůƵdinŐ ďoƚŚ ƵƉsƚƌeam and doǁnsƚƌeam emissions͘ �ǆamƉůes Ĩoƌ a ƉeƚƌoůeƵm ƌeĮneƌǇ aƌe emissions Ĩƌom 
ƚŚe eǆƚƌaction and ƚƌansƉoƌƚation oĨ cƌƵde oiů ;ƵƉsƚƌeamͿ and Ĩƌom ƚŚe disƚƌiďƵtion and comďƵstion oĨ ƌeĮned 
ƉƌodƵcƚs ;doǁnsƚƌeamͿ͘
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Supply-side risk: dŚe eǆƚenƚ ƚo ǁŚicŚ a Ɖƌoũecƚ s͛ scoƉe ϭ and Ϯ emissions incƌease iƚs eǆƉosƵƌe ƚo ŚiŐŚeƌ caƌďon 
cosƚs in ƚŚe Őůoďaů ůoǁͲcaƌďon ƚƌansition͘ ,iŐŚeƌ caƌďon cosƚs incƌease ƉƌodƵction cosƚs͕ ǁŚicŚ diminisŚes a 
Ɖƌoũecƚ oƌ comƉanǇ s͛ comƉetitiveness as caƌďon emissions incƌeasinŐůǇ ďecome a ůiaďiůiƚǇ͘ 'eneƌaůůǇ͕  Ɖƌoũecƚs 
ǁiƚŚ ŚiŐŚeƌ scoƉe ϭ and Ϯ emissions Ĩace ŚiŐŚeƌ sƵƉƉůǇͲside ƌisŬ͘ 

Stranded assets: Asseƚs ƚŚaƚ͕ Ɖƌioƌ ƚo ƚŚe end oĨ ƚŚeiƌ economic ůiĨe ;as assƵmed aƚ ƚŚe invesƚmenƚ decision 
ƉoinƚͿ͕ aƌe no ůonŐeƌ aďůe ƚo eaƌn an economic ƌeƚƵƌn͕ as a ƌesƵůƚ oĨ cŚanŐes associaƚed ǁiƚŚ ƚŚe ƚƌansition ƚo a 
ůoǁͲcaƌďon economǇ ;ůoǁeƌ ƚŚan anticiƉaƚed demand oƌ ƉƌicesͿ͘  

Transition opportunity: dŚe ƋƵaůiƚǇ oĨ ŚavinŐ siŐniĮcanƚ maƌŬeƚ ŐƌoǁƚŚ Ɖoƚentiaů in a Őůoďaů ůoǁͲcaƌďon 
ƚƌansition͘ ,avinŐ ůoǁ oƌ ďesƚͲinͲcůass emissions͕ ůaƌŐe Ɖƌoũecƚed ĨƵƚƵƌe demand oƌ ŚiŐŚ ceƌƚainƚǇ oĨ emissions 
ƌedƵctions aůů ƌeŇecƚ ŚiŐŚ ƚƌansition oƉƉoƌƚƵniƚǇ͘

Transition plan: An asƉecƚ oĨ an entiƚǇ s͛ oveƌaůů sƚƌaƚeŐǇ ƚŚaƚ ůaǇs oƵƚ a seƚ oĨ ƚaƌŐeƚs and actions sƵƉƉoƌtinŐ iƚs 
ƚƌansition ƚoǁaƌd a ůoǁeƌͲcaƌďon economǇ͕  incůƵdinŐ actions sƵcŚ as ƌedƵcinŐ iƚs emissions͘

Transition risk: dŚe ƋƵaůiƚǇ oĨ ŚavinŐ sƚaŐnanƚ oƌ neŐative maƌŬeƚ ŐƌoǁƚŚ Ɖoƚentiaů in a Őůoďaů ůoǁͲcaƌďon 
ƚƌansition͘ ,avinŐ ŚiŐŚ emissions͕ sŚƌinŬinŐ Ɖƌoũecƚed ĨƵƚƵƌe demand͕ caƌďon ůocŬͲin oƌ ůoǁ ceƌƚainƚǇ oĨ 
emissions ƌedƵctions aůů ƌeŇecƚ ŚiŐŚ ƚƌansition ƌisŬ͘
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Anneǆ ϭ͗ �ǆamƉůes oĨ dŚƌeeͲdieƌ 'oveƌnance Dodeůs

Sustainability Accounting Standards Board (SASB) (pre-merger with the International Integrated Reporting 
Council) 39

39 /nĨoƌmation on ^A^� s͛ Őoveƌnance sƚƌƵcƚƵƌe is Ɖƌovided in ^A^� s͛ RƵůes oĨ WƌocedƵƌe͘ /n :Ƶne ϮϬϮϭ͕ ^A^� and ƚŚe 
//R� meƌŐed Ƶndeƌ ƚŚe ďanneƌ oĨ ƚŚe saůƵe ReƉoƌtinŐ &oƵndation ;sR&Ϳ͘ dŚe sR& ǁas consoůidaƚed inƚo ƚŚe /&R^ &oƵndation 
in AƵŐƵsƚ ϮϬϮϮ͘  

SASB Foundation Board of Directors 

• hƉ ƚo Ϯϭ diƌecƚoƌs 
• KveƌsiŐŚƚ͕ Įnance and adminisƚƌation
• AƉƉoinƚs �oaƌd memďeƌs  
• �nsƵƌes comƉůiance ǁiƚŚ dƵe Ɖƌocess ƌeƋƵiƌemenƚs

Sustainability Accounting Standards Board

• 5 ƚo ϵ memďeƌs ;eǆƉeƌƚsͬƉƌoĨessionaůs ǁiƚŚ ƉoůicǇ͕ maƌŬeƚ͕ sƚandaƌdͲseƫnŐ eǆƉeƌienceͿ
• ^A^� decisions ;ƚǁoͲƚŚiƌds ƋƵoƌƵm͕ no ůess ƚŚan maũoƌiƚǇ sƵƉƉoƌƚͿ
• decŚnicaů aŐendaͲseƫnŐ͕ ƵƉdaƚes ƚo sƚandaƌds͕ sƚandaƌds aƉƉƌovaů
• ^ƚandaƌds deveůoƉed in accoƌdance ǁiƚŚ conceƉƚƵaů ĨƌameǁoƌŬ and ƌƵůes oĨ ƉƌocedƵƌe

SASB Staff

• ^ecƚoƌ anaůǇsƚs͕ ƌeseaƌcŚeƌs and oƚŚeƌ ƉƌoĨessionaůs
• �ǆecƵƚe ƌeseaƌcŚ and enŐaŐe in consƵůƚation on indƵsƚƌǇͲsƉeciĮc sƚandaƌds Ĩoƌ 

sƵsƚainaďiůiƚǇ discůosƵƌe
• Propose technical agenda items and recommend updates to standards

Advisory Committees

• �ǆƚeƌnaů advisoƌs ;indƵsƚƌǇ memďeƌs͕ invesƚoƌs͕ Įnanciaů anaůǇsƚs͕ oƚŚeƌ ƉƌoĨessionaůsͿ
• Advise on sƉeciĮc asƉecƚs oĨ secƚoƌs͕ indƵsƚƌǇ and ƚoƉics͕ incůƵdinŐ meƚƌics and ƚecŚnicaů 

Ɖƌoƚocoůs͖ inƉƵƚ on Ɖƌacticaů and ƚecŚnicaů issƵes
• ^ƚandinŐ commiƩees ;/nvesƚoƌ AdvisoƌǇ 'ƌoƵƉ͕ ^ƚandaƌds AdvisoƌǇ 'ƌoƵƉͿ ƉůƵs ad Śoc 

advisoƌǇ commiƩees
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https://www.sasb.org/wp-content/uploads/2019/05/SASB-Rules-of-Procedure.pdf
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Climate Bonds Initiative

GOVERNANCE RELATED TO THE CLIMATE BONDS INITIATIVE AS WELL  
AS ITS CLIMATE BONDS STANDARD AND CERTIFICATION SCHEME40

ϰϬ Additionaů Őoveƌnance inĨoƌmation is avaiůaďůe on ƚŚe �ůimaƚe �onds /nitiative website.

Climate Bonds Initiative Board of Trustees

• ϴ ƚƌƵsƚees ;cůimaƚe͕ ůaǁ͕ accoƵntinŐ͕ Įnanciaů seƌvicesͿ
• Wƌovides sƚƌaƚeŐic and Įnanciaů oveƌsiŐŚƚ

Climate Bonds Standards Board

• ϲ memďeƌs ;invesƚoƌ neƚǁoƌŬs͕ enviƌonmenƚaů ŐƌoƵƉsͿ
• Kveƌsees ƚŚe imƉůemenƚation and oƉeƌation oĨ ^ƚandaƌd and �eƌtiĮcation scŚeme͖ 

decisions on ceƌtiĮcation
• ^ƵƉeƌvises ǁoƌŬinŐ ŐƌoƵƉs

Climate Bonds Secretariat

• ReseaƌcŚ͕ cooƌdination͕ adminisƚƌation
• &ƵndinŐ͕ ůoŐistics͕ ƉƵďůic consƵůƚation͕ conƚƌactinŐ

Climate Science Reference Group

• Advises on scoƉe oĨ ůoǁͲcaƌďon economǇ and eůiŐiďůe Ɖƌoũecƚs
• Recommends technical working groups

Technical Working Groups

• �eveůoƉs eůiŐiďiůiƚǇ cƌiƚeƌia Ĩoƌ eacŚ invesƚmenƚ aƌea ;e͘Ő͕͘ ůoǁͲcaƌďon ƚƌansƉoƌƚ and 
ƉƌoƉeƌƚǇ͕  ǁaƚeƌ͕  aŐƌicƵůƚƵƌeͿ

Industry Working Groups

• Revieǁs ƚŚe ƉƌacticaůiƚǇ oĨ ƉƌoƉosed eůiŐiďiůiƚǇ cƌiƚeƌia and oĨ vaƌioƵs asƉecƚs oĨ ƚŚe 
oƉeƌation oĨ ƚŚe ceƌtiĮcation scŚeme
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https://www.climatebonds.net/standard/governance
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European Union Taxonomy

GOVERNANCE RELATED TO THE INITIAL DEVELOPMENT OF THE EU TAXONOMY (PRIOR TO THE 
CREATION OF THE DOMESTIC PLATFORM ON SUSTAINABLE FINANCE)41

41 ^ee ƉaŐe ϳϱ oĨ ƚŚe dĂǆŽŶŽŵǇ�ZŽĂĚŵĂƉ�ZĞƉŽƌƚ�ĨŽƌ��ŚŝůĞ ;DaǇ ϮϬϮϭͿ͕ ǁŚicŚ Ɖƌovides a ĮŐƵƌe sƵmmaƌiǌinŐ ƚŚe 
Őoveƌnmenƚ sƚƌƵcƚƵƌe ƚŚaƚ ǁas imƉůemenƚed ƚo deveůoƉ ƚŚe �h daǆonomǇ͘

European Commission

• Kveƌsees ƚaǆonomǇ deveůoƉmenƚ ďǇ ƚŚe ƚecŚnicaů eǆƉeƌƚ ŐƌoƵƉ ;d�'Ϳ
• ResƉonsiďůe Ĩoƌ ƚaǆonomǇ ƉƌoƉosaůs senƚ ƚo �ƵƌoƉean Waƌůiamenƚ Ĩoƌ aƉƉƌovaů

TEG Members

• ϯϮ memďeƌs ;seƌvinŐ as indeƉendenƚ eǆƉeƌƚsͿ
• AƉƉƌove Ɖƌovision oĨ advice ƚo ƚŚe �ƵƌoƉean �ommission
• Wƌoũecƚ cooƌdination͖ aƉƉoinƚ secƚoƌ cŚaiƌs

Technical Experts 

• Demďeƌs oĨ secƚoƌ ŐƌoƵƉs͕ Ɖƌovide ƚecŚnicaů eǆƉeƌtise ƚo deveůoƉ secƚoƌͲďased ƚaǆonomǇ 
activities and cƌiƚeƌia

Sector Chairs

• ϴ secƚoƌ ŐƌoƵƉs͕ eacŚ ǁiƚŚ �Śaiƌsͬ�oͲ�Śaiƌs and dedicaƚed memďeƌs
• �Śaiƌs cooƌdinaƚe secƚoƌ ŐƌoƵƉs͕ ensƵƌe aƉƉƌoƉƌiaƚe comƉosition͕ seƌve as ůinŬ ďeƚǁeen 

d�' memďeƌs and secƚoƌ ŐƌoƵƉs

Sector Chairs

• Revieǁ ƚŚe ƉƌacticaůiƚǇ oĨ ƉƌoƉosed eůiŐiďiůiƚǇ cƌiƚeƌia and oĨ vaƌioƵs asƉecƚs oĨ ƚŚe 
oƉeƌation oĨ ƚŚe ceƌtiĮcation scŚeme

TI
ER

 1
TI

ER
 2

TI
ER

 3



Annex

Taxonomy Roadmap Report: Advice and Recommendations 63

Anneǆ Ϯ͗ Wiůoƚed DeƚŚodoůoŐǇ ƚo ^coƌe 'ƌeen and dƌansition Wƌoũecƚs

dŚe ĨoůůoǁinŐ discƵssion inƚƌodƵces a sǇsƚem ƚo scoƌe Őƌeen and ƚƌansition Ɖƌoũecƚs͕ accoƌdinŐ ƚo ƚŚeiƌ ƌeůative 
ƚƌansition oƉƉoƌƚƵnities and ƌisŬs͕ ƌeŇectinŐ ƚŚe ƉƌoƉosed cƌiƚeƌia inƚƌodƵced in ƚŚis ReƉoƌƚ͘ dŚe scoƌinŐ sǇsƚem 
ǁas deveůoƉed ƚo ƚesƚ ƚŚe ĨeasiďiůiƚǇ oĨ conceƉƚ͕ and maǇ seƌve as a sƚaƌtinŐ Ɖoinƚ Ĩoƌ ƚŚe daǆonomǇ �Ƶsƚodian͘ 
&ƵƌƚŚeƌ ǁoƌŬ is needed ƚo ƌeĮne and ƚesƚ ƚŚe Ɖiůoƚed aƉƉƌoacŚ͘

Scoring Green Projects
As sƵmmaƌiǌed in daďůe Aϭ͕ eacŚ Őƌeen Ɖƌoũecƚ ǁoƵůd ƌeceive a scoƌe oƵƚ oĨ ϲ ďased on iƚs ƉeƌĨoƌmance aŐainsƚ 
ƚŚe ƉƌoƉosed cƌiƚeƌia͘ ^coƌes ďeƚǁeen ϭ and Ϯ ǁoƵůd ƌeceive a 'ƌeen;нͿ cůassiĮcation͘ dŚis ƌeƉƌesenƚs ƚŚe 
ďesƚ Ɖossiďůe scoƌe in ƚŚe ƚƌansition ĨƌameǁoƌŬ͕ ƌeŇectinŐ siŐniĮcanƚ ƚƌansition oƉƉoƌƚƵniƚǇ and ůimiƚed oƌ no 
ƚƌansition ƌisŬ͘ ^coƌes ďeƚǁeen ϯ and ϰ ǁoƵůd ƌeceive a 'ƌeen cůassiĮcation͕ ǁŚiůe scoƌes ďeƚǁeen ϱ and ϲ ǁoƵůd 
ƌeceive a 'ƌeen;ͲͿ cůassiĮcation͘ Wƌoũecƚs ǁiƚŚ ƚŚe 'ƌeen;ͲͿ cůassiĮcation ǁoƵůd stiůů sŚoǁ oƉƉoƌƚƵniƚǇ in ƚŚe 
ƚƌansition ;ƚŚeǇ aƌe͕ aŌeƌ aůů͕ activities and Ɖƌoũecƚs ƚŚaƚ demonsƚƌaƚe ůoǁ oƌ ǌeƌo emissionsͿ͖ Śoǁeveƌ͕  ceƌƚain 
aƩƌiďƵƚes oĨ ƚŚe Ɖƌoũecƚ ǁoƵůd sŚoǁ some eůemenƚs oĨ ƌeůative ƌisŬ͘ 

Table A1: Criteria and Measures for Green Projects

Criteria Measure
�missions inƚensiƚǇ ƌeůative ƚo secƚoƌͬƉƌodƵcƚ aveƌaŐe Ϭ с EͬA ;neŐative emissionsͿ

ϭ с �eůoǁ secƚoƌͬƉƌodƵcƚ aveƌaŐe

Ϯ с Deeƚs secƚoƌͬƉƌodƵcƚ aveƌaŐe

ϯ с Aďove secƚoƌͬƉƌodƵcƚ aveƌaŐe

^iǌe oĨ vaůƵe cŚain ďǇ ϮϬϱϬ in a ϭ͘ϱ Σ� ƉaƚŚǁaǇ ϭ с >aƌŐe vaůƵe cŚain ďǇ ϮϬϱϬ

Ϯ с Dodeƌaƚe vaůƵe cŚain ďǇ ϮϬϱϬ

ϯ с ^maůů oƌ noneǆisƚenƚ vaůƵe cŚain ďǇ ϮϬϱϬ

Sequestration projects only
�ǆƚenƚ ƚo ǁŚicŚ seƋƵesƚeƌed emissions maǇ ďe  
ƌeͲemiƩed inƚo ƚŚe aiƌ

Ϭ с EͬA

ϭ с ,iŐŚ ceƌƚainƚǇ oĨ Ɖeƌmanence 

Ϯ с Dodeƌaƚe ceƌƚainƚǇ

ϯ с >oǁ ceƌƚainƚǇ

Scoring Legend

doƚaů ďeƚǁeen ϭ and Ϯ с Green "

doƚaů ďeƚǁeen ϯ and ϰ с Green 

doƚaů ďeƚǁeen ϱ and ϲ с Green #
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daďůe AϮ sŚoǁs Śoǁ a ƌanŐe oĨ ŚǇƉoƚŚeticaů eǆamƉůes oĨ Őƌeen Ɖƌoũecƚs ǁoƵůd ďe scoƌed ƵsinŐ ƚŚe cƌiƚeƌia and 
measures discussed above.

Table A2:  Evaluating Hypothetical Green Projects

Projects Performance Measure Performance Outcome Score
New green hydrogen 
facility
/n oƉeƌation ďǇ ϮϬϮϲ ǁiƚŚ 
an inƚensiƚǇ oĨ Ϯ ƚ�K2eͬƚ,2 

>iĨecǇcůe emissions inƚensiƚǇ 
ƌeůative ƚo ƉƌodƵcƚ aveƌaŐe in 
neƚͲǌeƌo ƉaƚŚǁaǇ

>iĨecǇcůe emissions inƚensiƚǇ 
below product average

ϭͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

�ůean ŚǇdƌoŐen maƌŬeƚ eǆƉecƚed 
ƚo ďe ůaƌŐe͕ ďƵƚ ǁiƚŚ siŐniĮcanƚ 
ƵnceƌƚainƚǇ ;ďeƚǁeen ΨϮ͘ϱ 
ƚƌiůůion and ΨϭϮ ƚƌiůůion ďǇ ϮϬϱϬͿ

Ϯͬϯ

�eƌƚainƚǇ oĨ seƋƵesƚeƌed 
emissions permanence

EͬA͗ no seƋƵesƚƌation EͬA

Classification: Green Total: 3/6

Afforestation 
development project

>aƌŐeͲscaůe aīoƌesƚation 
Ɖƌoũecƚ on desiŐnaƚed and 
protected lands

>iĨecǇcůe emissions inƚensiƚǇ 
ƌeůative ƚo ƉƌodƵcƚ aveƌaŐe in 
neƚͲǌeƌo ƉaƚŚǁaǇ

EͬA͗ neŐative emissions EͬA

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

>aƌŐe and ŐƌoǁinŐ maƌŬeƚ Ĩoƌ 
ceƌtiĮed neŐativeͲemissions 
soůƵtions

ϭͬϯ

�eƌƚainƚǇ oĨ seƋƵesƚeƌed 
emissions permanence

Wůanƚed aƌea ǁiƚŚ ůoǁ ƌisŬ oĨ 
Ĩoƌesƚ Įƌes

ϭͬϯ

Classification: Green " Total: 2/6
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Projects Performance Measure Performance Outcome Score
Retooled electric vehicle 
production

Reƚooůed ĨaciůiƚǇ aůƌeadǇ 
in oƉeƌation ǁiƚŚ an 
inƚensiƚǇ oĨ ϯϱ Ő�K2ͬŬm 
Ƶntiů ϮϬϯϬ

>iĨecǇcůe emissions inƚensiƚǇ 
ƌeůative ƚo ƉƌodƵcƚ aveƌaŐe in 
neƚͲǌeƌo ƉaƚŚǁaǇ

>iĨecǇcůe emissions inƚensiƚǇ 
above product average

ϯͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

�s maƌŬeƚ eǆƉecƚed ƚo ďe ǁoƌƚŚ 
oveƌ Ψϭ ƚƌiůůion ďǇ ϮϬϯϬ

ϭͬϯ

�eƌƚainƚǇ oĨ seƋƵesƚeƌed 
emissions permanence

EͬA͗ no seƋƵesƚƌation EͬA

Classification: Green Total: 4/6

New biojet production 
facility

/n oƉeƌation ďǇ ϮϬϮϱ 
ǁiƚŚ an inƚensiƚǇ oĨ ϭ͕ϯϰϯ 
Ő�K2eͬRd< Ƶntiů ϮϬϯϱ͘ 
DediƵm maƌŬeƚ͘ Eo 
seƋƵesƚƌation͘

>iĨecǇcůe emissions inƚensiƚǇ 
ƌeůative ƚo ƉƌodƵcƚ aveƌaŐe in 
neƚͲǌeƌo ƉaƚŚǁaǇ

>iĨecǇcůe emissions inƚensiƚǇ 
above product average

ϯͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

'ůoďaů maƌŬeƚ eǆƉecƚed ƚo ƌeacŚ 
ΨϴϬϬ miůůion ďǇ ϮϬϯϬ ďƵƚ ŚiŐŚůǇ 
Ƶnceƌƚain aŌeƌ ƚŚaƚ

Ϯͬϯ

�eƌƚainƚǇ oĨ seƋƵesƚeƌed 
emissions permanence

EͬA͗ no seƋƵesƚƌation EͬA

Classification: Green # Total: 5/6
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Transition Projects
As sƵmmaƌiǌed in daďůe Aϯ͕ ƚƌansition Ɖƌoũecƚs ǁoƵůd ƌeceive a minimƵm scoƌe oĨ ϯ and a maǆimƵm scoƌe oĨ 
ϭϱ͘ dŚose ǁiƚŚ a ƚoƚaů scoƌe oĨ ďeƚǁeen ϯ and ϱ ǁoƵůd ƌeceive a dƌansition;нͿ cůassiĮcation͕ ǁŚeƌeas ƚŚose ǁiƚŚ 
a scoƌe oĨ ďeƚǁeen ϲ and ϭϬ ǁoƵůd ƌeceive a dƌansition cůassiĮcation͘ dŚose ǁiƚŚ a scoƌe oĨ ďeƚǁeen ϭϭ and ϭϱ 
ǁoƵůd ƌeceive a dƌansition;ͲͿ cůassiĮcation͘  

Table A3: Criteria and Measures for Transition Projects

Criteria Measure
�missions inƚensiƚǇ ƌeůative ƚo secƚoƌͬƉƌodƵcƚ aveƌaŐe 
;ƚodaǇͿ

ϭ с ďeůoǁ secƚoƌͬƉƌodƵcƚ aveƌaŐe
Ϯ с meeƚs secƚoƌͬƉƌodƵcƚ aveƌaŐe
ϯ с aďove secƚoƌͬƉƌodƵcƚ aveƌaŐe

�missions inƚensiƚǇ ƌeůative ƚo secƚoƌͬƉƌodƵcƚ aveƌaŐe 
in ϮϬϯϬ ;ďased on neƚͲǌeƌo ƉaƚŚǁaǇsͿ

ϭ с ǁeůů ďeůoǁ ϮϬϯϬ secƚoƌͬƉƌodƵcƚ aveƌaŐe
Ϯ с ďeůoǁ ϮϬϯϬ secƚoƌͬƉƌodƵcƚ aveƌaŐe
ϯ с meeƚs ϮϬϯϬ secƚoƌͬƉƌodƵcƚ aveƌaŐe

^iǌe oĨ vaůƵe cŚain ďǇ ϮϬϱϬ in a ϭ͘ϱ Σ� ƉaƚŚǁaǇ ϭ с >aƌŐe vaůƵe cŚain ďǇ ϮϬϱϬ
Ϯ с Dodeƌaƚe vaůƵe cŚain ďǇ ϮϬϱϬ
ϯ с ^maůů oƌ nonͲeǆisƚenƚ vaůƵe cŚain ďǇ ϮϬϱϬ

Sequestration projects only
�ǆƚenƚ ƚo ǁŚicŚ emissions maǇ noƚ ďe caƉƚƵƌed oƌ 
seƋƵesƚeƌed emissions ƌeͲemiƩed inƚo aƚmosƉŚeƌe

Ϭ с EͬA
ϭ с >oǁ ƌisŬ 
Ϯ с Dodeƌaƚe ƌisŬ
ϯ с ,iŐŚ ƌisŬ

Demand-side risk projects only

Wƌoũecƚ ůiĨetimes ƌeůative ƚo Őůoďaů demand Ĩoƌ ƉƌodƵcƚ 
in a ϭ͘ϱ Σ� ƉaƚŚǁaǇ

Ϭ с EͬA 
ϭ с ^Śoƌƚ ůiĨetime 
Ϯ с DediƵm ůiĨetime
ϯ с >onŐ ůiĨetime

Scoring Legend

doƚaů ďeƚǁeen ϭ and ϱ с Transition "

doƚaů ďeƚǁeen ϲ and ϭϬ с Transition

doƚaů ďeƚǁeen ϭϭ and ϭϱ с Transition #
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daďůe Aϰ ďeůoǁ sŚoǁs Śoǁ a ƌanŐe oĨ ŚǇƉoƚŚeticaů eǆamƉůes oĨ ƚƌansition Ɖƌoũecƚs ǁoƵůd ďe scoƌed ƵsinŐ ƚŚe 
criteria and measures above. 

Table A4: Evaluating Hypothetical Transition Projects

Projects Performance Measure Performance Outcome Score
New blue hydrogen 
facility

/n oƉeƌation ďǇ ϮϬϮϰ ǁiƚŚ 
an inƚensiƚǇ oĨ Ϯϳ ŬŐ�K2eͬ
':͘ Reůiance on ��h^ Ĩoƌ 
seƋƵesƚeƌinŐ ϵϬ Ɖeƌ cenƚ 
oĨ emissions

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;in ϮϬϮϮͿ

�missions inƚensiƚǇ ǁeůů ďeůoǁ 
ϮϬϮϮ ƉƌodƵcƚ aveƌaŐe

ϭͬϯ

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;ďǇ ϮϬϯϬͿ

�missions inƚensiƚǇ ǁeůů ďeůoǁ 
ϮϬϯϬ ƉƌodƵcƚ aveƌaŐe

ϭͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

�ůean ŚǇdƌoŐen maƌŬeƚ eǆƉecƚed 
ƚo ďe ůaƌŐe͕ ďƵƚ ǁiƚŚ siŐniĮcanƚ 
ƵnceƌƚainƚǇ ;ďeƚǁeen ΨϮ͘ϱ 
ƚƌiůůion and ΨϭϮ ƚƌiůůion ďǇ ϮϬϱϬͿ

Ϯͬϯ

^eƋƵesƚƌation Ɖƌoũecƚs onůǇ͗ ƌisŬ 
oĨ deƉůoǇinŐ ��h^ ƚecŚnoůoŐǇ

�aƌďon caƉƚƵƌe Ɖƌocess ŚiŐŚůǇ 
ƌeůiaďůe͕ seƋƵesƚeƌed emissions 
Śave ŚiŐŚ ceƌtiĮcation sƚandaƌds

ϭͬϯ

�emandͲside ƌisŬ Ɖƌoũecƚs 
onůǇ͗ ƉaǇďacŬ Ɖeƌiod ƌeůative 
ƚo demandͲside ƌisŬ in a ϭ͘ϱ Σ� 
ƉaƚŚǁaǇ

EͬA͗ dƌaǁs on eǆistinŐ Őas 
sƵƉƉůǇ͕  no neǁ demandͲside ƌisŬ

Ϭͬϯ

Classification: Transition " Total: 5/15
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Projects Performance Measure Performance Outcome Score

Electrified steel 
production

�ůecƚƌiĮcation oĨ a ĨaciůiƚǇ 
aůƌeadǇ in oƉeƌation ǁiƚŚ 
an inƚensiƚǇ oĨ ϭ͘ϱ ƚ�K2eͬƚ 
sƚeeů Ƶntiů ϮϬϯϬ

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;in ϮϬϮϮͿ

�missions inƚensiƚǇ aďove ϮϬϮϮ 
product average

ϯͬϯ

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;ďǇ ϮϬϯϬͿ

�missions inƚensiƚǇ ǁeůů ďeůoǁ 
ϮϬϯϬ ƉƌodƵcƚ aveƌaŐe

ϭͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

'ůoďaů maƌŬeƚ Ĩoƌ sƚeeů vaůƵed aƚ 
neaƌůǇ Ψϭd͕  eǆƉecƚed ƚo ƌise ďǇ 
ϮϬϱϬ

ϭͬϯ

^eƋƵesƚƌation Ɖƌoũecƚs onůǇ͗ ƌisŬ 
oĨ deƉůoǇinŐ ��h^ ƚecŚnoůoŐǇ

EͬA͗ no seƋƵesƚƌation Ϭͬϯ

�emandͲside ƌisŬ Ɖƌoũecƚs 
onůǇ͗ ƉaǇďacŬ Ɖeƌiod ƌeůative 
ƚo demandͲside ƌisŬ in a ϭ͘ϱ Σ� 
ƉaƚŚǁaǇ

EͬA͗ no neǁ demandͲside ƌisŬ Ϭͬϯ

Classification: Transition " Total: 5/15

Retrofitted natural gas 
production

DeƚŚane caƉƚƵƌe ƌeƚƌoĮƚ 
oĨ a ĨaciůiƚǇ aůƌeadǇ 
in oƉeƌation ǁiƚŚ an 
inƚensiƚǇ oĨ ϲϮ Ő�K2eͬD: 
and a ůiĨesƉan oĨ ϭϬ Ǉeaƌs 

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;in ϮϬϮϮͿ

�missions inƚensiƚǇ meeƚs ϮϬϮϮ 
product average

Ϯͬϯ

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;ďǇ ϮϬϯϬͿ

�missions inƚensiƚǇ meeƚs ϮϬϯϬ 
product average

ϯͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

DaƌŬeƚ sƚaƌƚs decůininŐ in ϮϬϮϬs 
but demand remains robust 
Ĩoƌ ůoǁͲcosƚ͕ ůoǁͲemissions 
producers

Ϯͬϯ

^eƋƵesƚƌation Ɖƌoũecƚs onůǇ͗ ƌisŬ 
oĨ deƉůoǇinŐ ��h^ ƚecŚnoůoŐǇ

EͬA͗ no seƋƵesƚƌation Ϭͬϯ

�emandͲside ƌisŬ Ɖƌoũecƚs 
onůǇ͗ ƉaǇďacŬ Ɖeƌiod ƌeůative 
ƚo demandͲside ƌisŬ in a ϭ͘ϱ Σ� 
ƉaƚŚǁaǇ

^Śoƌƚ ƉaǇďacŬ Ɖeƌiod͕ eǆƉecƚed 
ƚo cůose ďǇ ϮϬϯϮ

ϭͬϯ

Classification: Transition Total: 8/15
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Projects Performance Measure Performance Outcome Score

Retrofitted oilsands 
production

��h^ ƌeƚƌoĮƚ Ĩoƌ eǆistinŐ 
ĨaciůiƚǇ ǁiƚŚ an inƚensiƚǇ 
oĨ ϵϬ ŬŐ�K2eͬďďů͘ &aciůiƚǇ 
cůoses in ϮϬϰϱ͘

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;in ϮϬϮϮͿ

�missions inƚensiƚǇ aďove 
product average ϯͬϯ

�missions inƚensiƚǇ ƌeůative ƚo 
ƉƌodƵcƚ aveƌaŐe in neƚͲǌeƌo 
ƉaƚŚǁaǇ ;ďǇ ϮϬϯϬͿ

�missions inƚensiƚǇ ďeůoǁ 
product average Ϯͬϯ

saůƵe cŚain maƌŬeƚ siǌe in a  
ϭ͘ϱ Σ� ƉaƚŚǁaǇ ďǇ ϮϬϱϬ

DaƌŬeƚ sƚaƌƚs decůininŐ in ϮϬϮϬs 
;Ĩasƚeƌ ƚŚan ŐasͿ͘ �emand ŚiŐŚůǇ 
Ƶnceƌƚain and voůatiůe ƉosƚͲ
ϮϬϯϱ͘

ϯͬϯ

^eƋƵesƚƌation Ɖƌoũecƚs onůǇ͗ ƌisŬ 
oĨ deƉůoǇinŐ ��h^ ƚecŚnoůoŐǇ

Woƚentiaů cŚaůůenŐes ǁiƚŚ 
caƉƚƵƌe ƌeůiaďiůiƚǇ͕  ŚiŐŚ 
ceƌtiĮcation sƚoƌaŐe sƚandaƌds

Ϯͬϯ

�emandͲside ƌisŬ Ɖƌoũecƚs 
onůǇ͗ ƉaǇďacŬ Ɖeƌiod ƌeůative 
ƚo demandͲside ƌisŬ in a ϭ͘ϱ Σ� 
ƉaƚŚǁaǇ

>onŐ ƉaǇďacŬ Ɖeƌiod͕ eǆƉecƚed 
ƚo cůose in ϮϬϰϱ

Ϯͬϯ

Classification: Transition # Total: 12/15
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Anneǆ ϯ͗ ^Ƶsƚainaďůe &inance DaƌŬeƚ ^naƉsŚoƚ

Overview

What are the Types of Sustainable Debt?
dŚe Ƶniveƌse oĨ sƵsƚainaďůe deďƚ consisƚs oĨ an evoůvinŐ ƌeaům oĨ Įnanciaů insƚƌƵmenƚs ĨaůůinŐ ƉƌimaƌiůǇ ǁiƚŚin 
ƚǁo deďƚͲĮnancinŐ caƚeŐoƌies͗ use-of-proceeds͕ and performance- or sustainability-linked debt͘ dŚe ŬeǇ 
diīeƌence ďeƚǁeen ƚŚese ƚǁo caƚeŐoƌies is ƚŚe ǁaǇ in ǁŚicŚ ƚŚe Ɖƌoceeds can ďe Ƶtiůiǌed͘42  

1. Use-of-proceeds Įnance is anǇ ƚǇƉe oĨ ďond oƌ ůoan insƚƌƵmenƚ ǁŚeƌe Ɖƌoceeds aƌe eǆcůƵsiveůǇ made 
avaiůaďůe ƚo Įnance oƌ ƌeͲĮnance eůiŐiďůe enviƌonmenƚaů andͬoƌ sociaů Ɖƌoũecƚs͘ DanǇ ƚŚematic caƚeŐoƌies 
Śave emeƌŐed oveƌ time͕ incůƵdinŐ Őƌeen ďondsͬůoans͕ sociaů ďondsͬůoans as ǁeůů as sƵsƚainaďiůiƚǇ and 
ƚƌansition ďonds͘

2. Sustainability-linked finance is anǇ ƚǇƉe oĨ ďond oƌ ůoan insƚƌƵmenƚ ƚŚaƚ aims ƚo incentiviǌe maƚeƌiaů 
enviƌonmenƚaů andͬoƌ sociaů acŚievemenƚs ďǇ ůinŬinŐ ƚŚe Įnanciaů ƚeƌms oĨ ƚŚe ďond oƌ ůoan ƚo ƉƌeͲdeĮned 
entiƚǇͲůeveů sƵsƚainaďiůiƚǇ ƉeƌĨoƌmance ƚaƌŐeƚs ;^WdsͿ measƵƌed ďǇ ŬeǇ ƉeƌĨoƌmance indicaƚoƌs ;<W/sͿ͘ hnůiŬe 
ƚŚe ƵseͲoĨͲƉƌoceeds modeů͕ sƵsƚainaďiůiƚǇͲůinŬed deďƚ Ɖƌoceeds can ďe Ƶsed Ĩoƌ Őeneƌaů coƌƉoƌaƚe ƉƵƌƉoses͘ 
dŚis caƚeŐoƌǇ consisƚs oĨ sƵsƚainaďiůiƚǇͲůinŬed ůoans ;^>>sͿ and sƵsƚainaďiůiƚǇͲůinŬed ďonds ;^>�sͿ͘

42 dŚe /nƚeƌnationaů �aƉiƚaů DaƌŬeƚ Association Śas deveůoƉed eǆƚensive voůƵnƚaƌǇ ŐƵidance on ƵseͲoĨͲƉƌoceeds and 
sƵsƚainaďiůiƚǇͲůinŬed ďonds͕ ǁŚicŚ can ďe vieǁed here͘ ^imiůaƌ ŐƵidance Ĩoƌ ƵseͲoĨͲƉƌoceeds and sƵsƚainaďiůiƚǇͲůinŬed ůoans 
Śas ďeen deveůoƉed ďǇ ƚŚe >oan DaƌŬeƚ Association͕ Asia WaciĮc >oan DaƌŬeƚ Association and >oan ^Ǉndications Θ dƌadinŐ 
Association͕ ǁŚicŚ can ďe vieǁed here.

GLOBAL MARKET: SUSTAINABLE BONDS

Total: h^ΨϮ͘ϳ ƚƌiůůion

2021 issuance: h^Ψϭ͘ϭ ƚƌiůůion  
;нϭϬϱ Ɖeƌ cenƚ Ǉeaƌ oveƌ ǇeaƌͿ

2021 by category:  
AƉƉƌoǆimaƚeůǇ ϱϱ Ɖeƌ cenƚ Őƌeen ďonds͕ ϭϵ Ɖeƌ 

cenƚ sociaů͕ ϭϲ Ɖeƌ cenƚ sƵsƚainaďiůiƚǇ͕  ϭϬ Ɖeƌ cenƚ 
sƵsƚainaďiůiƚǇͲůinŬed͕ Ϭ͘ϰ Ɖeƌ cenƚ ƚƌansition

CANADIAN MARKET: SUSTAINABLE BONDS

Total: h^Ψϰϵ ďiůůion

2021 issuance: h^ΨϮϬ ďiůůion  
;нϭϬϱ Ɖeƌ cenƚ Ǉeaƌ oveƌ ǇeaƌͿ

2021 by category:  
AƉƉƌoǆimaƚeůǇ͗ ϲϳ͘Ϯ Ɖeƌ cenƚ Őƌeen ďonds͕ ϭϳ Ɖeƌ 

cenƚ sƵsƚainaďiůiƚǇ͕  ϭϮ͘ϰ Ɖeƌ cenƚ sƵsƚainaďiůiƚǇͲ
ůinŬed͕ ϯ͘ϰ Ɖeƌ cenƚ sociaů

https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/
https://www.aplma.com/microsites/categories/3/pages/11
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Global Market: 2021 Overview
tiƚŚ sƵsƚainaďůe deďƚ issƵance eǆceedinŐ h^Ψϰ ƚƌiůůion43 ďǇ ƚŚe end oĨ ƚŚe Ǉeaƌ͕  ϮϬϮϭ ǁas a Ɖeƌiod oĨ eǆceƉtionaů 
ŐƌoǁƚŚ dƌiven ďǇ ƌecoƌdͲŚiŐŚ annƵaů issƵance voůƵme oĨ Ψϭ͘ϲϱ ƚƌiůůion ʹ an incƌease oĨ ϭϭϱ Ɖeƌ cenƚ Ĩƌom ϮϬϮϬ͕ 
and ϭϴϰ Ɖeƌ cenƚ Ĩƌom ϮϬϭϵ͘

^Ƶsƚainaďůe ďonds44 accoƵnƚed Ĩoƌ neaƌůǇ ϳϬ Ɖeƌ cenƚ oĨ ƚŚe ϮϬϮϭ ƚoƚaů and acŚieved ƚŚe sǇmďoůic͕ ďƵƚ mƵcŚ 
anticiƉaƚed miůesƚone oĨ Ψϭ ƚƌiůůion in annƵaů issƵance Ĩoƌ ƚŚe Įƌsƚ time͘ 'ƌeen ďonds͕ ƚŚe oůdesƚ and mosƚ 
esƚaďůisŚed ďond seŐmenƚ͕ ƌemained aƚoƉ ƚŚe maƌŬeƚ as issƵance doƵďůed ƚo ΨϲϮϭ ďiůůion͘ ,oǁeveƌ͕  neǁeƌ 
caƚeŐoƌies͕ incůƵdinŐ sƵsƚainaďiůiƚǇ and sƵsƚainaďiůiƚǇͲůinŬed ďonds͕ aƌe ŐaininŐ momenƚƵm͕ as demonsƚƌaƚed ďǇ 
ƚŚe Őƌeen ďond s͛ decůininŐ sŚaƌe oĨ ƚŚe ďond maƌŬeƚ͕ ǁŚicŚ decƌeased Ĩƌom ϵϬ Ɖeƌ cenƚ in ϮϬϭϳ ƚo ϱϱ Ɖeƌ cenƚ in 
ϮϬϮϭ͘

DeanǁŚiůe͕ aŌeƌ a modeƌaƚe decůine oĨ ϭϬ Ɖeƌ cenƚ ďeƚǁeen ϮϬϭϵ and ϮϬϮϬ͕ sƵsƚainaďůe ůendinŐ ƌeƚƵƌned ƚo 
ŐƌoǁƚŚ in ϮϬϮϭ͕ ǁiƚŚ sƵsƚainaďůe ůoans accoƵntinŐ Ĩoƌ ϯϬ Ɖeƌ cenƚ oĨ ƚŚe annƵaů ƚoƚaů͘ ^ƵsƚainaďiůiƚǇͲůinŬed ůoans45 
ǁeƌe ƌesƉonsiďůe Ĩoƌ ƚŚe entiƌeƚǇ oĨ ƚŚis ŐƌoǁƚŚ͕ as ůendinŐ moƌe ƚŚan ƚƌiƉůed ƚo ƌeacŚ ΨϰϮϴ ďiůůion͘ 'ƌeen ůoan 
ůendinŐ decůined ďǇ a modesƚ ϭ Ɖeƌ cenƚ and ǁas ƚŚe onůǇ caƚeŐoƌǇ ƚo ƌeŐisƚeƌ a decƌease in issƵance͘

43 Aůů ĮŐƵƌes eǆƉƌessed in h͘^͘ doůůaƌs Ƶnůess oƚŚeƌǁise noƚed͘

44 /n ƚŚis ƌeƉoƌƚ͕ sƵsƚainaďůe ďonds ƌeĨeƌ ƚo Őƌeen͕ sociaů͕ sƵsƚainaďiůiƚǇ͕  ƚƌansition and sƵsƚainaďiůiƚǇͲůinŬed ďonds͘

45 /n ƚŚis ƌeƉoƌƚ͕ sƵsƚainaďůe ůoans ƌeĨeƌ ƚo Őƌeen and sƵsƚainaďiůiƚǇͲůinŬed ůoans͘

Figure A1: Cumulative sustainable debt issuance 
;h^ΨƚnͿ 

Figure A2: Annual sustainable bond and loan issuance, 
by category ;h^ΨďnͿ
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Sustainable Bonds
• /ssƵance voůƵme oĨ Ψϭ͘ϭ ƚƌiůůionͶmoƌe ƚŚan doƵďůed ϮϬϮϬ issƵance͘ �ƵmƵůative issƵance ƚoƚaůed ΨϮ͘ϳ ƚƌiůůion͘

• RecoƌdͲŚiŐŚ annƵaů issƵance acƌoss aůů Įve ƚŚematic ďond caƚeŐoƌies͘

• AƉƉƌoǆ͗͘ ϱϱ Ɖeƌ cenƚ Őƌeen ďonds͕ ϭϵ Ɖeƌ cenƚ sociaů͕ ϭϲ Ɖeƌ cenƚ sƵsƚainaďiůiƚǇ͕  ϭϬ Ɖeƌ cenƚ ^>�͕ Ϭ͘ϰ Ɖeƌ cenƚ 
ƚƌansition͘

• ϲ͕ϬϬϬ deďƚ insƚƌƵmenƚs issƵed ďǇ moƌe ƚŚan ϭ͕ϱϬϬ issƵeƌs͘46

dŚe Ψϭ ƚƌiůůion miůesƚone aƌƌives amid ŐƌoǁƚŚ acƌoss aůů ƚŚematic ďond caƚeŐoƌies͘ Dosƚ noƚaďůǇ͕  issƵance oĨ 
sƵsƚainaďiůiƚǇͲůinŬed ďonds͕ ƚŚe Įƌsƚ oĨ ǁŚicŚ ǁas issƵed in ϮϬϭϵ ďǇ /ƚaůian eneƌŐǇ comƉanǇ͕  �neů͕ ǁas neaƌůǇ nine 
times ŚiŐŚeƌ ƚŚan ϮϬϮϬ͘

^ƵsƚainaďiůiƚǇ ďond issƵance moƌe ƚŚan doƵďůed͕ ǁŚeƌeas sociaů ďond issƵance͕ ǁŚicŚ ǁas cominŐ oī a ŚƵŐe sƵƌŐe 
in ϮϬϮϬ amidsƚ ƚŚe �Ks/�Ͳϭϵ Wandemic͕ eǆƉeƌienced a moƌe modesƚ incƌease oĨ aďoƵƚ ϰϬ Ɖeƌ cenƚ dƵƌinŐ ϮϬϮϭ͘ 
dƌansition ďonds͕ ǁŚicŚ accoƵnƚed Ĩoƌ ũƵsƚ Ƶndeƌ Ψϱ ďiůůion in issƵance͕ Śave so Ĩaƌ enũoǇed ůess cůaƌiƚǇ ƚŚan ƚŚe 
oƚŚeƌ ƵseͲoĨͲƉƌoceeds ďonds ƌeŐaƌdinŐ eůiŐiďůe Ɖƌoũecƚs͘ dŚis ůacŬ oĨ ceƌƚainƚǇ is ůiŬeůǇ a conƚƌiďƵtinŐ Ĩacƚoƌ ƚo ƚŚe 
caƚeŐoƌǇ s͛ comƉaƌativeůǇ modesƚ ŐƌoǁƚŚ͘ Eoƚaďůe issƵances ƚŚis Ǉeaƌ incůƵded ƚŚe �h s͛ inaƵŐƵƌaů ΦϭϮ ďiůůion Őƌeen 
ďond͕ as ǁeůů as ƚǁo hniƚed <inŐdom soveƌeiŐn Őƌeen issƵances ƚoƚaůůinŐ ΨϮϮ ďiůůion͘47 DeanǁŚiůe͕ ƚŚe Wƌovince oĨ 
Knƚaƌio s͛ �ΨϮ͘ϳϱ ďiůůion ;h^ΨϮ͘Ϯ ďiůůionͿ Őƌeen issƵe ǁas ƚŚe ůaƌŐesƚ Őƌeen issƵe ďǇ a ůocaů aƵƚŚoƌiƚǇ in ϮϬϮϭ48

46 As ƌeƉoƌƚed ďǇ ƚŚe �ůimaƚe �onds /nitiative͘ ^ee͗ ^Ƶsƚainaďůe �eďƚ͗ 'ůoďaů ^ƚaƚe oĨ ƚŚe DaƌŬeƚ ϮϬϮϭ.

47 ^ee press release͗ �ƵƌoƉean �ommission sƵccessĨƵůůǇ issƵes Įƌsƚ Őƌeen ďond ƚo Įnance ƚŚe sƵsƚainaďůe ƌecoveƌǇ͘ dŚe 
�h s͛ inaƵŐƵƌaů Őƌeen ďond ǁas ϭϭ times oveƌsƵďscƌiďed͕ aƩƌactinŐ ƚoƚaů invesƚoƌ demand oĨ Φϭϯϱ ďiůůion͘ dŚe h<͛s άϭϬ ďiůůion 
inaƵŐƵƌaů Őƌeen soveƌeiŐn issƵance in ^eƉƚemďeƌ aƩƌacƚed invesƚoƌ demand oĨ άϭϬϬ ďiůůion͕ ƚŚe ŚiŐŚesƚ eveƌ ƌecoƌded Ĩoƌ a h< 
Őoveƌnmenƚ ďond saůe͘ dŚe ďond eǆŚiďiƚed a Ɖƌice ƉƌemiƵm oƌ ͞ŐƌeeniƵm͟ oĨ Ϯ͘ϱďƉs͕ savinŐ ƚŚe 'oveƌnmenƚ άϮϴ miůůion oveƌ 
ƚŚe ůiĨe oĨ ƚŚe ďond ;see͗ &inanciaů dimes).

48 ^ee͗ Knƚaƌio ϴͲǇeaƌ ʹ ΨϮ͘ϳϱ �iůůion �DdE �A� 'ƌeen �ond

Figure A3: Share of annual issuance volume by 
category ;йͿ

Figure A4: Other bonds continue to gain momentum 
;h^ΨďnͿ
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https://www.climatebonds.net/resources/reports/sustainable-debt-global-state-market-2021
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_5207
https://www.ft.com/content/94d604a9-50b9-49f1-b377-a7b6e4083d01
https://www.ofina.on.ca/pdf/Jul29_21_DMTN251_en.pdf
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Canadian Sustainable Bond Market in 202149  
'ƌoǁƚŚ in sƵsƚainaďůe ďond issƵance ďǇ �anadian issƵeƌs ŬeƉƚ Ɖace ǁiƚŚ ƚŚe ďƌoadeƌ Őůoďaů maƌŬeƚ as annƵaů 
issuance reached a record US$20 billion in 2021͕ ũƵsƚ oveƌ doƵďůe ƚŚe Ψϵ͘ϳϱ ďiůůion issƵed in ϮϬϮϬ͘ Aƚ ǇeaƌͲend͕ 
cƵmƵůative sƵsƚainaďůe ďond issƵance sƚood aƚ aƉƉƌoǆimaƚeůǇ Ψϰϵ ďiůůion͕ ƉositioninŐ ƚŚe �anadian maƌŬeƚ ƚo 
sƵƌƉass ΨϱϬ ďiůůion in eaƌůǇ ϮϬϮϮ͘ dŚeƌe ǁeƌe 32 issuers in 2021͕ ǁiƚŚ eiŐŚƚ ďƌinŐinŐ moƌe ƚŚan one ďond ƚo 
maƌŬeƚ͘ &oƌ inĨoƌmation on ƚŚe ƚoƉ Įve issƵeƌs oĨ ϮϬϮϭ͕ see daďůe Aϱ͘

tiƚŚ Ψϭϯ͘ϰ ďiůůion in ϮϬϮϭ͕ Őƌeen ďonds continƵe ƚo accoƵnƚ Ĩoƌ ƚŚe maũoƌiƚǇ oĨ ƚoƚaů issƵance͘ ,oǁeveƌ͕  the 
market continues to diversify amid the arrival of the social, sustainability and sustainability-linked bond labels 
in ϮϬϭϴ͕ ϮϬϭϵ͕ and ϮϬϮϭ ƌesƉectiveůǇ͘ dŚe Őƌeen caƚeŐoƌǇ s͛ sŚaƌe oĨ ƚŚe maƌŬeƚ Śas decůined Ĩƌom ϭϬϬ Ɖeƌ cenƚ in 
ϮϬϭϳ ƚo ϲϳ Ɖeƌ cenƚ in ϮϬϮϭ as a ƌesƵůƚ͘

Provincial and municipal governments account for 25 per cent of cumulative issuance volume. dŚe Wƌovince oĨ 
Knƚaƌio͕ ǁŚicŚ is ƚŚe ůaƌŐesƚ issƵeƌ ďǇ Ĩaƌ͕  is ũoined ďǇ ƚŚe Wƌovince oĨ YƵeďec and ƚŚe cities oĨ KƩaǁa͕ doƌonƚo 
and Vancouver.

/n Eovemďeƌ ϮϬϮϭ͕ �ƌƵce Woǁeƌ͕  ƚŚe oƉeƌaƚoƌ oĨ ƚŚe �ƌƵce Woǁeƌ EƵcůeaƌ 'eneƌatinŐ ^ƚation in Knƚaƌio͕ issƵed 
a �ΨϱϬϬ miůůion ďond ƌecoŐniǌed as the world’s first green bond dedicated to nuclear power.ϱϬ /n :ƵůǇ ϮϬϮϮ͕ 
Knƚaƌio Woǁeƌ 'eneƌation ;KW'Ϳ issƵed a ΨϯϬϬ miůůion nƵcůeaƌ Őƌeen ďond͕ ƚo sƵƉƉoƌƚ a Ɖƌoũecƚ ƚo ƌeĨƵƌďisŚ ƚŚe 
�aƌůinŐƚon nƵcůeaƌ Ɖoǁeƌ ŐeneƌatinŐ ĨaciůiƚǇ͘

49 �Ƶe ƚo ůimiƚed daƚa avaiůaďiůiƚǇ͕  ůoans Śave noƚ ďeen incůƵded in ƚŚe oveƌvieǁ oĨ ƚŚe �anadian maƌŬeƚ͖ Śoǁeveƌ͕  
sƵsƚainaďiůiƚǇͲůinŬed ůendinŐ is incƌeasinŐ in �anada͘

ϱϬ According to �ƌƵce Woǁeƌ͕  ƚŚis Őƌeen ďond is a Őůoďaů Įƌsƚ Ĩoƌ nƵcůeaƌ Ɖoǁeƌ͘

Figure A5: Annual sustainable bond issuance 
;h^ΨďnͿ

Figure A6: Sustainable bond issuance, 2021 
;h^ΨďnͿ
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https://www.brucepower.com/2021/11/22/bruce-power-announces-500-million-issuance-of-first-green-bond-globally-for-nuclear-power/
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dŚe ƚoƉ ƚen aůůͲtime issƵeƌs comďined Ĩoƌ h^ΨϮϴ͘ϳ ďiůůion in issƵance͕ oƌ ϱϴ Ɖeƌ cenƚ oĨ cƵmƵůative issƵance 
voůƵme͘ Aůů ƚen entities aƌe ƌeƉeaƚ issƵeƌs͕ ǁiƚŚ ƚŚe Wƌovince oĨ Knƚaƌio and ƚŚe Eationaů �anŬ oĨ �anada ůeadinŐ 
ǁiƚŚ ƚen eacŚ͘ dŚƌee Śave Śad a Ɖƌesence in ƚŚe maƌŬeƚ since iƚs eaƌůǇ sƚaŐes in ϮϬϭϰ͘ �nďƌidŐe͕ a ĮƌsƚͲtime issƵeƌ 
in ϮϬϮϭ ǁiƚŚ ƚŚe issƵance oĨ ƚǁo sƵsƚainaďiůiƚǇͲůinŬed ďonds͕ is ƚŚe mosƚ ƌecenƚ enƚƌanƚ ƚo ƚŚe ƚoƉ ƚen ůisƚ͘ &oƌ 
moƌe inĨoƌmation on ƚoƉ issƵeƌs͕ see daďůe Aϲ͘ 

Kveƌaůů͕ ďonds Śave ďeen issƵed in Įve cƵƌƌencies͘ �A� is ƚŚe mosƚ common issƵinŐ cƵƌƌencǇ͕  accoƵntinŐ Ĩoƌ ϲϯ 
Ɖeƌ cenƚ oĨ cƵmƵůative issƵance voůƵmes͘ h^� is a disƚanƚ second͕ Ĩoůůoǁed ďǇ ƚŚe �Ƶƌo͕ ƚŚe AƵsƚƌaůian doůůaƌ͕  and 
ƚŚe ^inŐaƉoƌe doůůaƌ͘  

Figure A7: Share of issuance volumes by currency
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�ƵmƵůativeůǇ͕  ϯϯ Ɖeƌ cenƚ oĨ ďonds Śad an issƵance siǌe oĨ h^ΨϱϬϬ miůůion oƌ moƌe͕ accoƵntinŐ Ĩoƌ ΨϮϵ͘ϱ ďiůůion͕ 
oƌ ϲϬ Ɖeƌ cenƚ oĨ ƚoƚaů issƵance͘ h^ΨϯϬϬͲϱϬϬ miůůion is ƚŚe mosƚ common issƵance siǌe͘

Figure A8: Issuance size by: Share of bonds issued (left) and share of issuance volume (right). 

^oƵƌce͗ �ůoomďeƌŐE�&

Ontario’s Ten Green Issuances51 
Knƚaƌio is ƚŚe ůaƌŐesƚ issƵeƌ oĨ �anadian doůůaƌ Őƌeen ďonds͘ /n ϮϬϮϭ͕ ƚŚe Wƌovince issƵed iƚs ϭϬƚŚ and ůaƌŐesƚ 
Őƌeen ďond ƚo daƚe in ƚŚe amoƵnƚ oĨ �ΨϮ͘ϳϱ ďiůůion ;Εh^ΨϮ͘Ϯ ďiůůionͿ͕ eǆceedinŐ �ΨϭϬ ďiůůion in cƵmƵůative 
issƵance ;Εh^Ψϴ͘ϰ ďiůůionͿ͘

As oĨ Eovemďeƌ ϮϬϮϭ͕ ϴϵ Ɖeƌ cenƚ oĨ Ɖƌoceeds Śave ďeen disďƵƌsed acƌoss Ϯϳ Ɖƌoũecƚs in cůean ƚƌansƉoƌƚation 
;ϳϱ Ɖeƌ cenƚͿ͕ eneƌŐǇ eĸciencǇ and conseƌvation ;Ϯϭ Ɖeƌ cenƚͿ and adaƉƚation and ƌesiůience ;ϯ ƉeƌcenƚͿ͘

dŚe Őƌeen ďond ƉƌoŐƌam Śas ƉůaǇed an imƉoƌƚanƚ ĮnancinŐ ƌoůe in Knƚaƌio s͛ mass ƚƌansiƚ ďƵiůdoƵƚ͘ And͕ ǁiƚŚ 
�Ψϭϰϴ ďiůůion in Ɖůanned inĨƌasƚƌƵcƚƵƌe invesƚmenƚs oveƌ ƚŚe neǆƚ ƚen Ǉeaƌs͕ incůƵdinŐ �Ψϲϭ ďiůůion in ƚƌansiƚ 
inĨƌasƚƌƵcƚƵƌe͕ ƚŚe Wƌovince Śas siŐnaůed iƚs desiƌe ƚo continƵe ƚŚe ƉƌoŐƌam͕ ǁiƚŚ Ɖůans ƚo ďƌinŐ mƵůtiƉůe Őƌeen 
issƵances ƚo maƌŬeƚ annƵaůůǇ͘

51 Knƚaƌio &inancinŐ AƵƚŚoƌiƚǇ͗ ϮϬϮϭ 'ƌeen �ond EeǁsůeƩeƌ
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https://www.ofina.on.ca/pdf/2021_ontario_green_bond_newsletter_en.pdf
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Figure A9: Investor demand by region and type across all ten issuances.

2022 YTD Highlights
�Ǉ ƚŚe ďeŐinninŐ oĨ :Ƶne͕ at least US$10.6 billion has been issued acƌoss ϭϯ Őƌeen͕ sƵsƚainaďiůiƚǇ and 
sƵsƚainaďiůiƚǇͲůinŬed ďonds͘52 dŚis ĮŐƵƌe is ŚiŐŚeƌ ƚŚan ƚŚe ƚoƚaů issƵance in ϮϬϮϬ͕ and moƌe ƚŚan ŚaůĨ oĨ ƚŚe 
ƚoƚaů issƵance in ϮϬϮϭ͘ The Government of Canada’s C$5 billion inaugural sovereign green issuance was the 
ůaƌŐesƚ Őƌeen ďond issƵed ŐůoďaůůǇ in Yϭ ϮϬϮϮ͘53 tiƚŚ a Įnaů oƌdeƌ ďooŬ oĨ �Ψϭϭ ďiůůion Ĩƌom ϵϴ instiƚƵtionaů 
invesƚoƌs͕54 ƚŚe ďond aƩƌacƚed sƚƌonŐ demand͘

&iƌsƚͲtime issƵeƌs incůƵded KD�R^ and W^W /nvesƚmenƚs͕ ǁiƚŚ a dƵaůͲƚƌancŚe sƵsƚainaďiůiƚǇ ďond oīeƌinŐ ƚoƚaůinŐ 
h^Ψϭ͘ϭ ďiůůion and a �Ψϭ ďiůůion Őƌeen ďond ƌesƉectiveůǇ͘ tiƚŚ ƉƌevioƵs oīeƌinŐs Ĩƌom �WW/�͕ KdWW͕  and ��WY͕ 
Canadian public pension plans have issued a combined US$9 billion. dŚis is a ƵniƋƵe ĨeaƚƵƌe oĨ ƚŚe �anadian 
maƌŬeƚ ʹ as oĨ :ƵůǇ ϮϬϮϭ͕ no Ɖension ĨƵnds oƵƚside oĨ �anada Śad issƵed Őƌeen deďƚ͘55

Provincial and municipal governments account for at least US$2.3 billion oĨ ϮϬϮϮ issƵance so Ĩaƌ͕  aŌeƌ oīeƌinŐs 
Ĩƌom ƌeƉeaƚ issƵeƌs Knƚaƌio ;h^Ψϭ͘ϯ ďiůůionͿ͕ YƵeďec ;h^Ψϳϴϭ miůůionͿ͕ and ƚŚe �iƚǇ oĨ KƩaǁa ;h^Ψϭϱϱ miůůionͿ͘  

KƚŚeƌ ĮƌsƚͲtime issƵeƌs incůƵde iA &inanciaů ;sƵsƚainaďiůiƚǇͿ and damaƌacŬ saůůeǇ �neƌŐǇ ;^>�Ϳ͘ KƚŚeƌ ƌeƉeaƚ 
issƵeƌs incůƵde YƵadReaů ;ŐƌeenͿ͕ d�>h^ ;^>�Ϳ͕ DanƵůiĨe ;ŐƌeenͿ͕ and �ƌeam /ndƵsƚƌiaů R�/d ;ŐƌeenͿ͘

52 As oĨ :Ƶne ϮϬϮϮ͘ saůƵes maǇ noƚ ƌeŇecƚ ĨƵůů ϮϬϮϮ zd� issƵance voůƵmes͘

53 �nviƌonmenƚaů &inance͕ Yϭ ^Ƶsƚainaďůe �ond RoƵndƵƉ

54 R��͕ �anada s͛ /naƵŐƵƌaů 'ƌeen �ond

55 �aƉiƚaů Doniƚoƌ͕  ,aƌd ƌeaůiƚǇ͗ tŚǇ �anada s͛ Ɖension Ɖůans aƌe ďůaǌinŐ a ƚƌaiů in Őƌeen ďond issƵance͘
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https://www.environmental-finance.com/assets/files/research/efdata-2022-sustainable-bond-roundup-q1.pdf
https://www.rbccm.com/en/insights/story.page?dcr=templatedata/article/insights/data/2022/03/canadas_inaugural_green_bond
https://capitalmonitor.ai/institution/asset-owners/canadas-pensions-are-world-leaders-in-green-bond-issuance/
https://www.ofina.on.ca/pdf/2021_ontario_green_bond_newsletter_en.pdf
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Table A5: Top-Five Canadian Issuers of 2021

Table A6: All-Time Top Issuers (as at December 31, 2021)

Issuer # of Deals Issuance (US$m) Share of Volume Type
Wƌovince oĨ Knƚaƌio 2 ϯ͕ϭϴϲ ϭϱ͘ϵϲй Green
�nďƌidŐeΎ 2 ϭ͕ϴϲϬ ϵ͘ϯϮй ^>�

��W &inanciaůΎ ;��WYͿ 1 ϭ͕ϬϬϬ ϱ͘Ϭϭй Green
�anŬ oĨ Eova ^cotia 1 ϭ͕ϬϬϬ ϱ͘Ϭϭй ^ƵsƚainaďiůiƚǇ

Aůůied WƌoƉeƌties R�/dΎ 2 871 ϰ͘ϯϲй Green
Totals 8 7,917 39.67% –

Issuer # of Deals Issuance (US$m) Share of Volume Type
Wƌovince oĨ Knƚaƌio ϭϬ ϴ͕ϯϲϰ ϭϲ͘ϵϳй Green
�WW/� �aƉiƚaů 7 ϰ͕ϲϯϳ ϵ͘ϰϭй Green
Wƌovince oĨ YƵeďec 6 Ϯ͕ϱϰϮ ϱ͘ϭϲй Green
doƌonƚoͲ�ominion �anŬ 4 Ϯ͕ϰϱϯ ϰ͘ϵϴй 'ƌeen͕ 

^ƵsƚainaďiůiƚǇ
Eationaů �anŬ oĨ �anada ϭϬ Ϯ͕ϰϰϭ ϰ͘ϵϱй ^ƵsƚainaďiůiƚǇ

�ǆƉoƌƚ �eveůoƉmenƚ �anada 5 ϭ͕ϴϴϰ ϯ͘ϴϮй Green
�nďƌidŐe 2 ϭ͕ϴϲϬ ϯ͘ϳϳй ^>�

Knƚaƌio Woǁeƌ 'eneƌation 4 ϭ͕ϱϳϭ ϯ͘ϭϵй Green
�anŬ oĨ Eova ^cotia 2 ϭ͕ϱϬϬ ϯ͘Ϭϰй 'ƌeen͕ 

^ƵsƚainaďiůiƚǇ
Knƚaƌio deacŚeƌsΖ &inance dƌƵsƚ 2 ϭ͕ϰϱϯ Ϯ͘ϵϱй Green
Totals 52 28,706 58.25% –

Ύ &iƌsƚͲtime issƵeƌ ^oƵƌce͗ �ůoomďeƌŐE�&

^oƵƌce͗ �ůoomďeƌŐE�&
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ONTARIO’S CLEAN ENERGY OPPORTUNITY 
TRANSMITTAL LETTER  

FROM THE CHAIR 

TRANSMITTAL LETTER  
Dear Minister Smith, 

As Chair of the Electrification and Energy 
Transition Panel it is my honour to present to 
you our final report and recommendations. 
Thank you for the privilege to chair this Panel 
and for the trust you placed in us to advise 
you on some of the key questions facing 
Ontario’s energy and economic future. I could 
not think of more important work at this 
juncture than contributing to the energy 
transition and Ontario’s future prosperity.  

Thank you to my highly capable co-panelists, 
Dr. Monica Gattinger and Chief Emerita Emily 
Whetung, whose collective expertise, 
experiences, and diverse perspectives 
enriched our deliberations and the quality of 
this report. Their dedication to this endeavor 
has been invaluable, and it has been an 
absolute pleasure working alongside these 
two tremendous leaders. 

I must also extend our appreciation to all 
those who have shown a keen interest in the 
Panel’s work, including energy sector 
stakeholders, Indigenous partners and the 
public. The engagement and feedback we 
received throughout this process were 
instrumental in shaping the recommendations 
we present today. They demonstrate a broad 
interest in a successful energy transition for 
Ontario. 

Finally, I want to express our heartfelt 
gratitude to the dedicated staff at the Ministry 

of Energy, other ministries, the Independent 
Electricity System Operator and the Ontario 
Energy Board for their commitment and 
support in assisting the Panel in fulfilling our 
mandate, including advice, research support 
and facilitation of meaningful engagements. 

Building on the “What We Heard” report that 
summarized the insights we received from 
energy sector stakeholders, Indigenous 
partners, and the public, along with extensive 
research on other jurisdictions’ approaches 
and experiences, our final report outlines 
what we believe is a robust and well-informed 
framework for Ontario’s path toward 
developing a prosperous clean energy 
economy. Recognizing the good work already 
underway, we recommend a series of actions 
that would help align government, economic 
and social forces for long-term success in a 
rapidly changing world. 

Thank you once again for the honour of 
serving as Chair, and for your commitment to 
a cleaner, prosperous and electrified Ontario.  

Sincerely, 

David Collie 
Chair, Electrification and Energy Transition Panel 
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EXECUTIVE SUMMARY 
The global energy landscape is undergoing a profound and rapid transformation. Driven by 
technological change and the commitment to address climate change, societies around the 
world are developing ways to decarbonize their energy supply and improve energy efficiency. 
Against this backdrop, transforming Ontario into a clean energy economy is a key strategic 
opportunity for the province. By building on our history and wealth of industry expertise, 
innovation and abundant clean energy resources, and in partnership with Indigenous 
communities, Ontario can prosper in the global transition to a clean energy economy. To seize 
this economic opportunity, government will need to align economic and social forces around the 
common vision and purpose necessary to navigate a multi-decade social, economic, and political 
process that will affect every sector and community in Ontario. 

The Government of Ontario established the Electrification and Energy Transition Panel to advise 
government on opportunities for the energy sector to help Ontario’s economy prepare for 
electrification and the energy transition, and to identify strategic opportunities and planning 
reforms to support emerging electricity and fuels planning needs.  

Panel engagements with stakeholders and Indigenous partners, carried out between December 
2022 and July 2023, revealed broad-based enthusiasm to seize the opportunities of electrification 
and energy transition. These conversations were crucial to the Panel’s deliberations, along with 
written submissions and an extensive review and analysis of the experience and future 
commitments and plans of other jurisdictions in Canada and internationally.  Informed by this 
research and engagement, the Panel’s recommendations lay out the principles and next steps for 
Ontario to navigate and succeed in the transition towards a clean energy economy in the long 
term: 

• Establishing a government-wide commitment to develop a clean energy economy by 2050 
to align private, social and public forces, and act as a catalyst for pursuing dynamic 
opportunities to enhance Ontario’s prosperity. 

• Articulating a clear strategic policy vision to focus the sector, bring alignment in managing 
change and deliver an orderly transition that prioritizes affordability, reliability and 
resilience. This is an urgent need. 

• Building meaningful partnerships with Indigenous communities that advance reconciliation 
and provide Indigenous opportunities in electrification and energy transition. Partnerships 
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are the only way Ontario will be successful in making energy infrastructure investments at 
the pace and scale necessary to build a clean energy economy. 

• Carefully modifying the existing institutional framework in which the Ministry of Energy 
continues to lead energy planning. This is the best way to achieve cross-sector 
coordination and prepare for electrification and energy transition. Government will need to 
provide direction on complex and contentious issues to ensure an orderly transition that 
allocates resources effectively and protects customers. 

• Undertaking a series of actions to ensure that Ontario’s planning and regulatory systems 
are ready for electrification, support the move to a clean energy economy and can manage 
increasing pressures in a proactive, coordinated and adaptive manner. The Independent 
Electricity System Operator (IESO) and the Ontario Energy Board (OEB) will play central 
and distinct roles in this process.  

• Ensuring effective collaboration and integration in energy planning across fuels, especially 
electricity and natural gas, across end use sectors and across levels of government, to 
ensure investments and innovation can be deployed in a way that unlocks their full value. 

• Most importantly, building and maintaining public support for electrification and the 
energy transition with a principled pragmatic approach grounded in cost-effectiveness and 
solutions tailored to the specific and often local needs and circumstances of people as 
customers, citizens and community members. Ontarians need to be able to see 
themselves and their community in the province’s clean energy economy vision. 
Governments and the energy sector have important roles to play in supporting and 
working with customers and communities in this process. 
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OVERVIEW OF RECOMMENDATIONS  
Below is an overview of the Panel’s recommendations. The full text of each detailed 
recommendation can be found in the respective sections of the report and listed in Section 10 at 
the end of the report. 

PLANNING FOR ELECTRIFICATION AND THE ENERGY 
TRANSITION 
Recommendation 1: The provincial government should develop and communicate a commitment 
and associated policy principles for achieving a clean energy economy for Ontario by 2050.   

Recommendation 2: The provincial government should convene an internal clean energy 
economy planning and implementation body, such as an existing committee of Cabinet. 

Recommendation 3: The provincial government should continue to seek alignment and 
coordination of clean energy economy objectives, standards and policies with other governments 
(within and outside Canada) whenever practical and consistent with the province’s economic and 
policy interests.   

Recommendation 4: The Ministry of Energy should develop and communicate an energy 
transition policy vision that is inclusive of Indigenous perspectives and informed by clean energy 
economy policy principles. 

Recommendation 5: The Ministry of Energy should develop and release on a regular cycle an 
integrated long-term energy plan that will guide Ontario’s development of technical energy plans, 
strategies and actions to support the transition to a resilient and affordable clean energy 
economy. 

Recommendation 6: The Ministry of Energy should provide policy direction on the role of natural 
gas in Ontario’s future energy system as part of its next integrated long-term energy plan. 

Recommendation 7: The Ministry of Energy should develop a strengthened framework for local 
energy planning and decision-making and take steps to facilitate its implementation. 
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Recommendation 8: The provincial government should establish an external Energy Transition  
Advisory Council to provide advice, independent of government and on an ongoing basis, on the 
overall trajectory of Ontario’s energy transition, emerging governance or energy system-level 
questions and the integration of energy planning and coordination with sectoral strategies.   

Recommendation 9: The provincial government should fund, on an ongoing basis, independent 
whole economy energy pathways studies, in a way that allows for iterative improvement of 
modelling and assumptions, transparency on costs, and with meaningful input from relevant 
stakeholders and Indigenous communities. 

GOVERNANCE AND ACCOUNTABILITY 
Recommendation 10: The Ontario Energy Board (OEB) and Independent Electricity System 
Operator (IESO) should take steps to enable the effective evolution of innovative business models 
in line with clean energy economy goals and to help consumers benefit from electrification and 
the energy transition. 

Recommendation 11: Safety regulators and technical standards organizations must be included in 
energy planning and energy sector regulation to enable proactive coordination and the effective 
deployment of new technical solutions. 

Recommendation 12: The OEB should employ all tools within its existing mandate to implement 
activities consistent with Ontario’s goals for a clean energy economy and the requirements of the 
energy transition for Ontario. 

Recommendation 13: In the years following release of the energy transition policy vision 
(Recommendation 4), the provincial government should undertake a review of the OEB’s activities 
in respect of achieving objectives within the policy vision to determine if potential legislative and/ 
or regulatory changes are needed to implement the vision effectively. 

Recommendation 14: The IESO should be empowered, within the broad direction established by 
government, to independently procure electricity resources and lead bulk-system planning 
(including potential use of interties) and regional electricity system planning.  
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Recommendation 15: The OEB should conduct reviews of cost allocation and recovery policies 
for natural gas and electricity connections, as well as natural gas infrastructure investment 
evaluations to protect customers and facilitate development of the clean energy economy.  

Recommendation 16: The Ministry of Energy, working with the OEB, IESO, LDCs (local distribution 
companies), municipalities and gas utilities, should develop a formal and transparent co-
ordination framework that sets out the scope and objectives for enhanced planning and co-
ordination at the bulk, regional and distribution levels.  

Recommendation 17: To make full use of the innovation in distributed energy resources and the 
electricity distribution sector, the OEB and IESO must continue to find ways within their existing 
mandates and in anticipation of the clean energy economy policy commitment 
(Recommendation 1) to provide proactive and transparent thought leadership on regulatory 
policy and critically review and revise their existing policies and processes. 

Recommendation 18: The government should regularly assess the need for resources (skills, staff, 
other supportive resources) across ministries and agencies to steer energy planning and 
decision-making competently and effectively through the energy transition, and ensure required 
resources are provided.  

TRUE PARTNERSHIPS WITH INDIGENOUS PARTNERS 
(Note: There are several other recommendations across the report referencing Indigenous 
partners and recommending actions to support meaningful Indigenous participation in the 
clean energy economy.) 

Recommendation 19: The government should support meaningful Indigenous participation in the 
clean energy economy through consistent and enhanced capacity-building support. 

Recommendation 20: The government should advance economic reconciliation through flexible 
financing models and mechanisms that incentivize Indigenous project ownership across small, 
medium and large-scale energy projects. 

Recommendation 21: The government should amend the enabling statutes of the IESO and OEB 
to ensure Indigenous representation on the Boards of Directors. 
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Recommendation 22: The Ministry of Energy should review its current resources to enhance the  
Ministry’s capacity to support Indigenous partners’ effective participation in energy planning and 
decision-making. 

INNOVATION AND ECONOMIC DEVELOPMENT  
Recommendation 23: The Ministry of Energy should take further steps to reflect in policy and 
regulation the key role that clean, affordable and reliable energy will play in the development of 
globally competitive and future-oriented industries by enabling proactive planning decisions, 
fostering effective and efficient permitting and identifying key clean energy value chains. 

Recommendation 24: The government should consider a mission-oriented approach to 
economy-wide industrial strategy that is centered on the development of a clean energy 
economy. 

Recommendation 25: The government should clearly set out a policy vision for how 
electrification and the energy transition will be funded, including a realistic assessment of the 
distributional impacts of funding choices on different groups. 

CONSUMER, CITIZEN AND COMMUNITY 
PERSPECTIVES 
Recommendation 26: The government, IESO and OEB should play a key role in engaging with the 
public and Indigenous partners to ensure transparent access to high-quality information and 
meaningful opportunities to participate in decision-making. 

Recommendation 27: The government should explore mechanisms to support broad adoption of 
fuel switching, decarbonization and supportive technologies, including active engagement and 
communication on benefits and risks as well as mechanisms to help customers manage up-front 
costs. 
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Recommendation 28: Existing electricity rate mitigation and affordability programs should be 
redesigned to better target support to those who need it most, and to streamline program 
application and enrollment processes for increased accessibility.  

Recommendation 29: The government, IESO and OEB should support capacity-building for 
utilities and communities to conduct assessments of climate change impacts to energy 
infrastructure and to support effective climate resilience efforts and adaptation planning and 
implementation. 
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1.  INTRODUCTION  
The global energy landscape is undergoing a profound and rapid shift. Driven by technological 
change and the commitment to address climate change, societies around the world are 
developing ways to decarbonize their energy supply and improve energy efficiency. With its 
history and wealth of industry expertise, innovation and abundant clean energy resources, 
Ontario is well-positioned to prosper through the transition to a clean energy economy. This is a 
strategic moment.  

How exactly electrification and the energy transition will materialize is yet unclear. It will take 
commitment from government to align economic and social forces around a common vision and 
purpose. It will require partnerships with Indigenous communities to effectively develop the 
energy system based on shared values. And it will take careful and improved planning, frequent 
reevaluation, and adjustments along the way.  

1.1 MANDATE AND SCOPE OF WORK 
We thank the Honourable Todd Smith, Minister of Energy, for entrusting us with the development 
of recommendations on how Ontario can navigate a rapidly changing energy landscape and 
prepare for electrification and the energy transition. 

The Ontario government established the Electrification and Energy Transition Panel (EETP) in April 
2022 and finalized its membership in November 2022. The Panel was established to: 

• Advise government on the highest value short, medium, and long-term opportunities for 
the energy sector to help Ontario’s economy prepare for electrification and the energy 
transition.  

• Identify strategic opportunities and planning reforms to support emerging electricity and 
fuels planning needs in the context of energy demand, emerging technologies, 
environmental considerations and overall costs to consumers. 

The Panel interpreted this mandate broadly to consider the role of Ontario’s energy sector, today 
and in the future – and to determine what changes are needed to enable successful 
electrification and energy transition. Recommendations put forward here centre on the 
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fundamental principles and approaches that should guide Ontario and key changes and additions 
to existing energy planning and governance frameworks.  

The Panel was also expected to consider the interests and perspectives of Indigenous 
communities, both with regard to energy project development and with regard to 
recommendations on the process of long-term energy planning.  

The Panel received important advice on the opportunities offered by specific technologies but 
decided that this was not the place to recommend one or another technology as particularly 
promising. In addition, the Panel heard clearly that a sufficient supply of qualified labour would be 
crucial in enabling electrification and the energy transition, and that the natural emergence of 
this workforce, in line with need, could not be taken for granted. The Panel agrees with this 
assessment but found it outside the scope of its mandate to offer specific recommendations. 
While many factors will contribute to a successful energy transition, this report focuses 
particularly on the crucial role of institutional and policy frameworks for energy planning and 
governance. 

1.2 ACKNOWLEDGEMENT  

Mr. David Collie and Dr. Monica Gattinger would like to recognize the expertise, dedication, and 
contributions of Chief Emerita Emily Whetung-MacInnes, who brought a critical and essential 
perspective regarding collaboration, partnership-building and reconciliation with Indigenous 
communities to the Panel’s engagements and final report. Ms. Whetung-MacInnes played a key 
role in facilitating conversations with Indigenous partners; encouraging non-Indigenous 
stakeholders to consider Indigenous perspectives throughout engagements; and ensuring the 
Panel’s report reflects the feedback from engagements with Indigenous partners. Ms. Whetung-
MacInnes, who was appointed to the Panel in November 2022, was unable to remain on the Panel 
for its concluding deliberations due to conflicting professional obligations and stepped down 
from the Panel on July 23, 2023. She has the Panel’s deepest gratitude, respect and appreciation 
for the gift of her time and wisdom to this body of work. 
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1.3 ENERGY TRANSITION, ELECTRIFICATION AND 
ONTARIO'S ECONOMIC OPPORTUNITY  
There is now a broad consensus that we are at the beginning of a fundamental change in how our 
lives and economy are powered. The Panel finds that based on its economic strengths and given 
past and current investments in energy infrastructure, Ontario is in an excellent position to 
benefit from this opportunity and build a more prosperous economy and society. 

The term “energy transition” refers to the structural transformation of how a society supplies and 
uses energy, usually driven by technological developments and shifts in human needs and goals. 
Past transitions from muscle power and biomass as the primary sources of energy to fossil fuels 
(first coal and then petroleum and natural gas) illustrate how profoundly energy transitions 
transform societies and economies as a whole. The current transition to clean energy is driven by 
an emerging global commitment to reduce greenhouse gas emissions and the use of unabated 
fossil fuels as a primary driver of climate change. This transition involves a strategic evolution 
towards clean and renewable energy sources, greater electrification of energy end-uses and a 
comprehensive effort to enhance energy efficiency. The integration of advanced technologies, 
innovation, and the alignment of economic growth with environmental sustainability play central 
roles.  

In advanced industrialized economies like Ontario, all economic activity is linked to the use of 
significant amounts of energy. In addition, Ontario’s climate requires substantial heating and 
cooling for buildings. Like most jurisdictions, in Ontario, electricity represents a relatively small 
proportion of end use energy (roughly 20 per cent), while fossil fuels provide the vast majority 
(about 75 per cent) of final energy use.  

Electrification and the transformation of Ontario’s economy to clean energy sources is 
unprecedented in pace and scale and can therefore be expected to be at times uneven and 
contested. It will be a multi-decade social, economic, and political process that will affect every 
sector and community in Ontario.  

To situate its recommendations, the Panel conceptualizes the stages of this transition in the 
following manner: 

• Short-term: present-2030 – A period of innovation and change during which government 
is needed to provide clear leadership in setting up the planning and regulatory 
frameworks that will be required to support the rapid but orderly transformation, much of 
it customer-driven, that can be expected to intensify after 2030.   
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• Medium-term: 2030-2050 – An intense transformation affecting every part, sector and 
community in Ontario, leading to the establishment of a clean energy economy. 

• Long-term: post 2050 – If done well, the transition to a clean energy economy has been 
accomplished. It will be important to continuously plan for and manage the clean energy 
system to address new and emerging challenges for future generations. 

1.4 THE PANEL’S JOURNEY  
Following initial briefings with Ministry staff and deliberations on scope and process, the Panel 
conducted extensive engagements with key energy stakeholders and Indigenous partners across 
four streams from March to July 2023. These streams included one-on-one and group-style 
stakeholder discussions, engagements with Indigenous partners, fifteen thematic roundtables 
and an open call for written submissions. Findings from these engagements guided the Panel’s 
recommendations. Over 200 stakeholders, Indigenous partners and communities, government 
departments and agencies, and members of the public provided input to the Panel. 

More information about the Panel’s engagement process, including detailed feedback summaries, 
can be found in the ‘What We Heard’ report, which is included as an appendix to this report. 

The global energy landscape is evolving at an unprecedented pace. While different parts of the 
world grapple with different problems, common themes include aligning transition objectives 
with economic opportunities, reforming policy, regulatory and planning frameworks to foster an 
orderly transition, and ensuring ongoing public support for transition. In the energy system itself, 
common themes include ensuring energy remains affordable, reliable, resilient and secure, 
electrification of energy end uses, decarbonization of energy supply, how to maximize energy 
efficiency and, crucially, how new technologies and business models can be integrated into 
existing energy systems they were not built to accommodate.  

Energy transition is already underway in Ontario, and despite the diversity of Ontario’s energy 
sector and very different perspectives and interests, there is a shared sense of urgency, 
excitement and willingness to collaborate and contribute to this global shift towards clean 
energy. It will take a concerted effort to align these forces, and government must play a key role in 
actively facilitating a successful and coordinated path forward. 

Ontario’s ability to successfully transition will require building meaningful, long-term, and 
collaborative partnerships with Indigenous communities and entities, and ensuring that 
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Indigenous perspectives are included at the earliest opportunities. The only way forward is 
together. 

Importantly, the transition to a sustainable energy future is not the sole responsibility of any single 
entity, be it a government, agency, corporation, or community. The process must be a holistic, 
integrated and collaborative endeavor designed for the long term, and dedicated to bringing the 
energy sector and public along to secure widespread understanding and enduring support for 
change.  

As we navigate this complex landscape, it is evident that the transition is not unfolding uniformly 
across Ontario, with distinct regions, communities and organizations facing unique challenges 
and opportunities. There is a pressing need to recognize and respect this diversity and to ensure 
that the province’s approach ultimately benefits everyone in Ontario. 

Electrification and the energy transition are marked by uncertainty. The process is simply too 
long, complex and multi-dimensional to predict its precise trajectory or what technologies will 
become dominant. This uncertainty calls for ongoing collaboration, innovation, experimentation, 
learning and adaptability. The core focus of our collective efforts should be to approach 
transformation of our energy systems and broader economy with an open mind and to 
strategically seize opportunities in the short, medium and long terms. 

The Panel’s key objective has been to develop recommendations that lay out the next steps for 
Ontario to navigate the transition towards a clean energy economy and to propose principles that 
should guide this work in the long term. 
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1.5 PANEL MEMBERS  
MR. DAVID J. COLLIE, FCMA, FCPA, C.DIR., MBA 
David Collie is the past President and CEO of the Electrical Safety Authority of Ontario (ESA). Prior 
to ESA, he held several executive positions in the energy sector, encompassing both electric and 
natural gas distribution systems, including Burlington Hydro, Hydro One and Enbridge (formerly 
Union Gas). 

David is a faculty member of the Directors College of Canada and their Energy Executive-in-
Residence. He is a frequent speaker on the topics of energy transition, grid innovation and 
modern regulatory practices and a guest faculty of the Harvard Kennedy School’s executive 
program on strategic regulatory oversight. David is the past Chair of Plug‘n Drive and the 
Electricity Distributors Association as well as past Vice Chair of the Energy Council of Canada. 

He was a founding member of the Ontario Smart Grid Forum and a member of the Energy 
Transformation Network of Ontario. Professionally, David is a Chartered Professional Accountant 
(Fellow) and a Chartered Director. 

PROFESSOR MONICA GATTINGER, PHD 
Professor Gattinger is Director of the Institute for Science, Society and Policy, Full Professor at the 
School of Political Studies and Founding Chair of Positive Energy at the University of Ottawa 
where she has worked for over 20 years. 

She is a fellow at the Canadian Global Affairs Institute, board member of the Clean Resource 
Innovation Network, and serves on advisory committees for the National Research Council 
Canada, the Nuclear Waste Management Organization, the Ontario Energy Board, the Ottawa 
Science Policy Network and the University of Calgary. 

Dr. Gattinger received the 2020 Clean50 Award for her thought leadership in the energy sector. 
Her research and engagement focus on public and investor confidence in energy policy and 
regulation in the context of climate change. 
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CHIEF EMERITA EMILY WHETUNG, JD 
Chief Emerita Whetung grew up in Curve Lake First Nation. She pursued a Bachelor of Arts at 
Trent University and a Juris Doctor at Osgoode Hall Law School after which she practiced in real 
estate law, a field she has worked in for over a decade. 

Chief Whetung was elected Chief of Curve Lake First Nation from 2019–2022. She is passionate 
about the rights of First Nations people, including protecting the environment for future 
generations and protection of treaty rights. 

She uses her expertise and knowledge to ensure that the voices of Indigenous people are heard 
and respected. She is interested in finding ways to ensure economic advancements occur in a 
sustainable manner and building healthy relationships between First Nations and Canadians. 
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2. ONTARIO’S OPPORTUNITY IN 
THE GLOBAL ENERGY 
TRANSITION 
The global energy system is changing. Strong international commitments to decarbonization, 
technological advancements in the generation and management of electricity and seismic shifts 
in the geopolitics of energy are ushering in a new era, a clean energy revolution. Trillions of 
dollars are being invested globally to build a new economy based on the clean and sustainable 
use of energy resources. Ontario, with its clean grid and innovative energy sector, has a strategic 
opportunity to lead in and prosper from this new clean energy economy. Meaningful inclusion 
and collaboration with Indigenous communities is not only crucial to maximize Ontario’s 
advantage, but also necessary to ensure a successful energy transition across the province. 

2.1 THE GLOBAL CONTEXT 
A major trend in global energy markets is the emergence and growth of a new clean energy 
economy. According to the International Energy Agency (IEA), global investment in clean energy 
has risen by 40 percent since 2020 and is strongly outpacing investment in fossil fuels. Total 
global energy investment in 2023 is expected to hit an all-time record of US$ 2.8 trillion, of which 
nearly two-thirds is being spent on clean energy development. In 2023, one in five cars being sold 
globally is electric, more than 500 gigawatts (GW) of renewable generation capacity are being 
added to the global system (a new record), and more than US$ 1 billion a day is being spent on 
the deployment of solar power alone. Investment in the clean energy economy will likely grow as 
nascent industries scale up, new innovations are commercialized, and further policy 
commitments are made. The IEA estimates that global decarbonization will require a tripling of 
annual clean energy investment to around US $4 trillion by 2030. 

The growth in clean energy investments has been driven in part by ambitious policy 
commitments across the global economy. 93 countries and the European Union have now 
pledged to meet a net zero emissions target, covering more than three quarters of global 
emissions, along with a myriad of subnational jurisdictions, corporations and financial 
institutions. These net zero policy commitments have been driven by climate concerns. Large-
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scale international agreements like the Paris Climate Accord, wherein 195 members of the United 
Nations Framework Convention on Climate Change committed to work to keep the rise in mean 
global temperatures well below 2°C (and preferably less than 1.5°C) above pre-industrial levels, 
have institutionalized ambitious commitments to emissions reduction. Such commitments have 
also been motivated by subsequent reports of the Intergovernmental Panel on Climate Change 
(IPCC) warning that climate change poses a threat to human well-being and planetary health and 
that decarbonization to limit global warming will require rapid and far-reaching transitions in 
energy, land use, infrastructure, and industrial systems. The accelerating consequences of a 
changing climate are becoming more acute and more dangerous, with the increasing frequency 
and intensity of extreme weather events and 2023 witnessing the hottest year on record 
globally. These acute climate effects further underscore the need for ambitious energy policy 
action to counteract the threats to the physical integrity, reliability and adequacy of energy 
systems. Notwithstanding environmental motivations, commitments to net zero are increasingly 
becoming an indicator of alignment with the current direction of global economic development 
and a criterion for competitiveness.  

Net zero pledges now cover 90 percent of global gross domestic product (GDP). More and more 
international businesses and financial institutions are incorporating environmental considerations 
and decarbonization policies into their capital investment decisions, as part of organizational 
environmental, social and governance (ESG) initiatives, requirements and commitments. As a 
result, the global market for emissions-intensive products and services can be expected to shrink 
over time, particularly as major trading partners pursue and implement stricter controls on 
carbon emissions. The United States (U.S.) and the European Union, two major Ontario trading 
partners, are already exploring measures to compensate for the competitiveness impacts of 
decarbonization policies, including through the implementation of Carbon Border Adjustment 
mechanisms. In the economy of the near future, alignment with energy transition objectives will 
be a key factor in maintaining competitiveness. Companies that can anticipate these 
developments will be better positioned in this regard. 

The increasing synergy of climate policy commitments and economic competitiveness is highly 
salient for Ontario. Our largest trading partner, the U.S., has embarked on an ambitious policy 
agenda to stake a claim as a global leader in clean economy industries. The high-profile Inflation 
Reduction Act of August 2022 leverages nearly a half-trillion dollars in tax credits, loan 
guarantees and grants over the next decade, to kickstart the development of clean energy 
industries and scale clean energy innovations. California, Michigan and New York – three of our 
five largest state trading partners – have recently published detailed, economy-wide plans with 
sector-specific strategies for building a net zero economy and have all cited economic growth 
and job creation as intended outcomes. In November 2023, Michigan passed legislation to 
mandate an 80 per cent clean electricity supply by 2035 and 100 per cent by 2040 (the definition 
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of ‘clean’ includes renewables, nuclear and gas plants with carbon capture). The legislation also 
includes a complementary labour package. The growth of clean economy industries in the U.S. 
and state-level net zero commitments are slated to not only shrink the market for emissions-
intensive goods and services, but significantly expand the market for clean energy innovations. 
As an established trading partner, this presents Ontario with a unique opportunity to position 
itself in continental supply chains and capture market share in clean energy industries.  

These global developments, and especially the ambitious policy commitments made by our 
biggest trading partners, suggest that the economic imperative for the energy transition is 
intensifying alongside environmental objectives. If Ontario takes advantage of the opportunities 
presented by the emergence of the clean energy economy, it can maintain and enhance the 
province’s economic competitiveness and future prosperity. The province can attract key 
investments and jobs with a clean, affordable and reliable electricity grid and with an economy 
that is part of the global solution. 

2.2 THE ONTARIO ADVANTAGE 
Ontario is well positioned to seize the opportunity of the clean energy economy. It is widely 
understood that the clean energy transition will primarily involve the electrification of energy 
services. Ontario’s electricity supply is largely emissions-free because of historic investments in 
clean hydropower and nuclear, and government’s leadership in recent years retiring coal-fired 
generation, expanding renewables, investing in nuclear refurbishments, and maximizing 
conservation and demand management programs. Electricity output in 2022 was about 90 
percent emissions-free. This clean electricity supply mix puts Ontario in an enviable position 
compared to many advanced economies globally, including the United States and Europe. The 
emissions intensity of Ontario’s electricity system is considerably lower than our American 
neighbours in New York, Pennsylvania, Ohio, Michigan and Wisconsin. Ontario has been able to 
achieve this while maintaining a reliable and cost-competitive supply of electricity. 

The province is poised to build on this advantage with new investments to meet growing demand 
for electricity. In Powering Ontario’s Growth, Ontario made a number of emission-free and low 
emission resource announcements, including the start of pre-development work to site up to 
4,800 MW of new nuclear generation on the Bruce nuclear site, advancing three additional small 
modular reactors (SMRs) in addition to the one currently being developed at the Darlington 
nuclear site for a total of 1,200 MW of capacity, and directing the Independent Electricity System 
Operator (IESO) to begin planning for a new competitive electricity procurement focused on 
clean resources such as wind, solar, hydroelectricity, battery storage and biogas. 
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To help attract investment from companies with specific clean energy commitments, Ontario is 
establishing a Clean Energy Credit Registry. This is an important step that responds to the 
increased role of ESG commitments in investments. It can also help Ontario anticipate additional 
sustainability requirements from innovative companies in the future. Companies are increasingly 
committed to not only reducing their own emissions but also contributing to broader 
decarbonization efforts with their business investments. Demonstrating a clean energy 
advantage is quickly becoming a core component of attracting new investment, building and 
maintaining prosperity and developing good jobs.  

Ontario is also host to an innovative energy sector, with robust breadth and depth. As a leader in 
the development of SMR technology, the province is developing a mature value chain in the 
provision of nuclear equipment, components, and services. With a wealth of critical minerals and 
recent large-scale investments in manufacturing capacity, the province is building a strong value 
chain in the production of electric vehicles. Innovative investments are positioning the province 
as a leader in low-carbon steel manufacturing. With innovation strength in areas such as 
hydrogen, biofuels, energy storage and smart grids, the province has a demonstrated record of 
innovation on clean energy technologies and applications. A transition of the global energy 
sector toward a clean energy economy will require transformative changes to the ways we 
produce and consume energy. Ontario’s innovative energy sector is well positioned to contribute 
meaningfully to this process. 

2.3 A UNIQUE ALIGNMENT: GLOBAL ECONOMIC 
DIRECTION MEETS ONTARIO’S ENERGY 
ADVANTAGE 
There is thus a unique alignment between the global trend of decarbonization in energy and 
economic policy and the traditional and emerging strengths of Ontario’s energy sector. The 
province is well positioned to seize the economic opportunities of the energy transition, position 
itself in emerging global value chains, and maximize prosperity while pursuing decarbonization. If 
Ontario embraces this unique alignment, the future is bright.  

The Panel envisions a bright future for Ontario if it embraces global and local trends through 
emphasis on five key themes, further developed in the following sections of this report. 
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FOSTERING TRUE PARTNERSHIPS 
A successful future Ontario will foster meaningful Indigenous participation and partnerships in 
clean energy projects, including both energy infrastructure and energy efficiency, conservation 
and demand management initiatives. It will include Indigenous perspectives, participation and 
collaboration at the earliest stages of energy planning at the community, regional and provincial 
levels, and in the governance of key energy entities. It will build durable capacity in Indigenous 
communities, including stable capacity funding to support meaningful and ongoing Indigenous 
engagement, consultation, participation, and partnerships.  

Most of the proposed solutions for achieving a clean energy economy rely on using Indigenous 
lands and resources to build clean and renewable energy infrastructure and extraction projects. 
The energy transition in Ontario provides an unparalleled opportunity for meaningful inclusion 
and collaboration with Indigenous communities from the beginning of what is likely to be an 
incredible transformation with generational effects. 

DELIVERING INTEGRATED ENERGY PLANNING  
The future of long-term energy planning in Ontario is integrated, led collaboratively by 
government, and considers the relationship between electricity, natural gas, and other fuels in a 
holistic way. A transformed planning process will deliver certainty and predictability to align 
actors across the energy sector – and the economy – in striving for a common goal of a clean 
energy future without straying from the sector’s imperative to ensure an affordable and reliable 
supply of energy, that supports the province’s prosperity. Ontario’s new planning process will 
embrace collaboration, innovation, flexibility and creativity in meeting Ontario’s energy needs.  

BUILDING ACCOUNTABLE GOVERNANCE 
A successful alignment of Ontario’s energy system with the opportunity of a clean energy 
economy means that the agencies and institutions governing the energy sector can embrace 
innovative technologies and solutions and pursue objectives that support electrification and the 
energy transition. Accountable governance will involve measuring progress toward our clean 
economy goals with flexible, non-prescriptive metrics and deep, ongoing engagement with 
stakeholders and Indigenous partners. 
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CENTERING CONSUMER PERSPECTIVES 
Successfully achieving our long-term goals requires centering and embracing the perspectives, 
objectives and concerns of energy consumers. A durable energy transition is paced properly and 
managed carefully to maintain affordability, reliability, resilience, and consumer choice. 
Aggressive decarbonization policies have triggered backlash and discontent in other jurisdictions 
when they ignore the needs, preferences and vulnerabilities of customers. It is essential to bring 
people along on this journey, through ongoing community, customer and citizen support and 
transparent communication, public education and meaningful and accessible engagement. 

MAXIMIZING ECONOMIC PROSPERITY 
Embracing this unique alignment means that Ontario can lead in a clean energy economy future. 
The province can capture its share of the massive investment that is needed to electrify and 
decarbonize the world. By using an integrated energy, economy and technology lens, Ontario can 
link the significant changes in the global energy landscape with prosperity right here at home. It 
can become the jurisdiction of choice for low-carbon manufacturing of a broad variety of clean 
economy products, leading to enhanced productivity, better-paying jobs and export growth. This 
in turn could lead to a new wave of technological advancements made here in Ontario and 
designed to capitalize on the changing tides of the energy transition. 

Our goal should be the development of a clean energy economy, supported by a provincial 
energy system with abundant, reliable, affordable, sustainable energy. The time is now to take 
advantage of this alignment and create a prosperous and inclusive future for Ontario. It will 
require a commitment to forward-looking, future-oriented and collaborative governance that 
anticipates where the sector is going and deploys the tools to strategically pursue those 
opportunities. 
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3. FUNDAMENTALS OF SUCCESS: 
PRINCIPLES FOR ONTARIO’S 
ENERGY TRANSITION 
The energy transition will be a cross-cutting, multi-decade endeavor involving all of government, 
business and society, including Indigenous communities and all customer groups. This 
transformation will impact all economic sectors and, in Ontario alone, the investment of hundreds 
of billions of dollars. Government can play a key role in navigating this transition successfully and 
ensuring economic prosperity and broad societal support. The Panel suggests the following 
principles should guide Ontario’s energy transition: 

PRINCIPLE 1: NORTH STAR: A PROSPEROUS 
CLEAN ENERGY ECONOMY FOR ONTARIO BY 
2050 
As the world moves rapidly toward a global net-zero goal, trade and investment are increasingly 
influenced by climate and clean economy considerations. In this context, there is a generational 
opportunity for Ontario to build on its clean energy system and industrial strengths to prosper.  

To seize this opportunity, Ontario’s energy transition and associated government policies, 
including industrial strategies, must be guided by a common commitment to achieving a clean 
energy economy by 2050. Government has an opportunity to make key directional decisions to 
coalesce social and economic forces and avoid working at cross purposes.  

Transitioning to a clean energy economy will only be possible if trust in the energy system and 
energy fundamentals, namely reliability, affordability and resilience, are maintained.  
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PRINCIPLE 2: VISION, POLICY CLARITY, 
CONSISTENCY AND ADAPTABILITY 
Government can play a key role in reducing uncertainty for investors and ultimately reducing 
costs for consumers. Guided by a clear vision for the energy transition and goals regularly 
communicated through integrated energy plans, energy planning entities will be empowered to 
work with the energy sector in charting the most effective and supportive path for Ontario, 
enabling growth and integrated solutions at the right pace and scale.  

To ensure an orderly transition when planning and making decisions, government and all sector 
entities should justify how current decisions align with the long-term commitment to a clean 
energy economy by 2050.  

Planning and navigating a multi-decade transition to a clean and prosperous energy economy 
requires that learning, adaptability and continuous improvement are built directly into planning 
processes and governance arrangements. 

PRINCIPLE 3: EFFECTIVE GOVERNANCE AND 
ADEQUATE RESOURCING 
To achieve a clean energy economy, government must put in place robust governance and 
accountability mechanisms that encourage iterative planning, measurement, verification and 
tracking of progress and that are sufficiently flexible to adapt to rapidly shifting circumstances.  

Decisive action and investments will be needed. To preserve optionality, it will be crucial to focus 
on careful planning and design (plan carefully) and then executing quickly on well-developed 
investment plans (act fast). 

The transformation of Ontario’s energy system is a multi-decade change management exercise 
that will require new planning and regulatory responses, supported by well-designed policy and 
programs, and clarity over the respective roles and responsibilities of government ministries and 
agencies. Government must invest in the necessary expertise and adequately resource its own 
operations as well as those of the Independent Electricity System Operator (IESO), the Ontario 
Energy Board (OEB) and external advisory bodies, such as the Energy Transition Advisory Council, 
a new entity recommended by the Panel.  
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Recommendation 18: The government should regularly assess the need for resources (skills, staff, 
other supportive resources) across ministries and agencies to steer energy planning and 
decision-making competently and effectively through the energy transition, and ensure required 
resources are provided. Agencies should continue to actively forecast their long-term resource 
needs and communicate those via existing business plan development and approval processes. 

Recommendation 22: The Ministry of Energy should review its current resources to enhance the 
Ministry’s capacity to meet the demands of electrification and the energy transition, including: 

a. Appropriate resources to the Indigenous Energy Policy Unit to support proactive 
relationship-building and increases to the volume of engagement and Consultation with 
Indigenous communities. 

b. Continued dedicated policy and legal expertise to support the Ministry’s early engagement 
and Consultation work, such as, 

a. Responding to and addressing community concerns. 

b. Understanding the spectrum of engagement and Consultation. 

c. Identifying impacted communities for engagement and Consultation. 

d. Delegating procedural aspects of Consultation where appropriate. 

e. Ensuring that the Ministry has diligently discharged its constitutional obligations 
under the Duty to Consult. 

PRINCIPLE 4: PLAYING THE LONG GAME: 
ENSURING ONGOING AND DURABLE PUBLIC 
SUPPORT  
Ongoing public support for the transition to a clean energy economy requires a reasonable, 
pragmatic approach with a focus on cost-effectiveness and solutions tailored to local 
circumstances, not strict adherence to rigid standards. 
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Governments will have a hard time staying committed to supportive and consistent policy unless 
Ontarians continue to receive reliable and affordable energy services and feel supported through 
the unavoidable economic and social transformations that transitioning to a clean energy 
economy will entail.  

Government must engage consistently with individuals as citizens, as customers and as 
community members, and with Indigenous communities, to build sustained support for the 
transition and to involve them in energy decisions.  

The pursuit of clean energy economy targets must be paced such that energy security and 
affordability are not compromised. Where structural transformation of the energy economy leads 
to negative disruptive change to an industry, sector, region or community, government must play 
a critical role to mitigate and minimize impacts. Affected communities must be involved early in 
developing transition plans. 

PRINCIPLE 5: FULL INDIGENOUS PARTICIPATION 
The meaningful inclusion of Indigenous peoples in decision making and governance structures, 
going well beyond inclusion in project development, presents a significant opportunity to 
advance reconciliation. It is also a necessity for Ontario to be successful in building a clean 
energy economy. True partnerships between the province, energy companies and Indigenous 
communities must go beyond transactional exchanges and include the commitment to building, 
supporting and maintaining mutually beneficial relationships through ongoing transparency, 
trust, and collaboration. 

PRINCIPLE 6: MANAGING UNCERTAINTY: 
ADVANCED INSIGHTS AND STRATEGIC 
FORESIGHT 
As the world enters a period of rapidly intensifying technological change, unprecedented 
investment in clean energy and the widespread electrification of energy services, ongoing 
anticipatory research and analysis will be required to ensure risks are well-understood and 
decisions can be taken at the right time using the right mechanisms. In a quickly evolving energy 
landscape, reactive policy, regulatory and planning actions can mean missing out on important 
economic opportunities or not being able to respond effectively to emerging risks. 
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The Ministry of Energy’s Cost-effective Energy Pathways Study is an important first step to 
understand options in a comprehensive and integrated manner. Moving forward, the government 
should ensure that whole-economy energy pathways studies are iterated regularly to ensure 
continuous learning and model refinement, as new evidence becomes available.  

In addition, government and sector entities will need to acknowledge and creatively explore 
uncertainties and potentially disruptive dynamics facing the energy sector. This will require the 
development of scenarios and evaluating new approaches to meeting energy needs by working 
closely with Canadian and international partners who are grappling with similar questions and 
developing solutions.  

Both energy modelling and qualitative explorations of uncertainties, opportunities and solutions 
must systematically recognize the importance of and include broad stakeholder and Indigenous 
participation. 

Recommendation 9: To ensure energy planning and policy development are supported by the 
best evidence available, the government should fund, on an ongoing basis, independent whole 
economy energy pathways studies, in a way that allows for iterative improvement of modelling 
and assumptions, transparency on costs, and with meaningful input from relevant stakeholders 
and Indigenous communities. 

PRINCIPLE 7: PLANNING AND DECISIONS 
CLOSER TO THE CUSTOMER 
Developments in energy technology are leading to new models for balancing energy supply and 
demand. While in the past, centralized electricity and gas grid infrastructure had an economic 
edge over distributed solutions, this is no longer necessarily the case. In combination with the 
need to bring people and communities along in the move to a largely electrified clean energy 
economy, there is significant promise in broadening the energy planning and decision-making 
framework to meaningful incorporate customers and local solutions. 

Putting customers at the centre acknowledges that customers will be making many of the 
decisions that will transform the whole energy system. Customer-driven solutions can be nimble 
and scale quickly. That said, sometimes a local utility or another entity can develop solutions that 
produce better outcomes for all. As well, overarching regulation is regularly needed to protect 

31 



ONTARIO’S CLEAN ENERGY OPPORTUNITY 
FUNDAMENTALS OF SUCCESS:  

PRINCIPLES FOR ONTARIO’S ENERGY TRANSITION 

customers and ensure individual and system-wide costs and benefits are adequately balanced. 
And importantly, government policy should establish the broader planning framework and make 
key decisions that involve the allocation of significant public resources. 

On a geographic basis, local decisions and distributed solutions can often be implemented and 
scale more quickly than centralized approaches, produce co-benefits (such as resilience) and 
build sustained local support by making communities partners in their energy future. As a result, 
energy planning and decision-making should always consider local, distributed solutions as 
potential options. Regional, provincial and interprovincial solutions should be deployed as 
required and where they can be shown to be more economically efficient. 

Moving planning and decision-making closer to the customer does not diminish the role of the 
government or provincial entities. Overarching policy direction and ongoing support and 
collaboration across planning levels will be crucial to achieve the alignment necessary for an 
orderly transition. 
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4. TRUE PARTNERSHIPS: 
BUILDING A PATHWAY FOR 
FUTURE GENERATIONS 
The energy transition in Ontario provides an opportunity for meaningful and coordinated 
inclusion of Indigenous communities at the beginning of what is likely to be an incredible 
transformation for generations. It is also the only way that Ontario will be successful in building a 
clean energy economy.  

This section does not attempt to develop a universal definition, or a one size fits all approach to 
building true partnerships with Indigenous communities. Arguably, the fundamental spirit of a 
true partnership is one that is beyond transactional and where all parties are committed to 
building, supporting and maintaining a mutually beneficial relationship through ongoing 
transparency, trust, and collaboration.  

This section discusses the interplay between the current legal framework and electrification and 
the energy transition. It discusses the diversity of Indigenous communities, as well as the barriers 
and opportunities, including promising developments and potential partnership models to 
advance full Indigenous participation and partnerships in the clean energy economy. The section 
identifies three key action areas to support a long-term vision for success for the present and 
future generations, which are meant to complement and build from each other, including the 
need for early and coordinated engagement, supporting economic reconciliation through flexible 
financing mechanisms, and improving Indigenous governance participation and collaboration.   

The section concludes with four core recommendations to advance meaningful Indigenous 
participation and partnerships in the clean energy economy. Several other recommendations 
throughout this report identify actions to support Indigenous communities and enable effective 
participation. Please refer to the complete list of recommendations at the end of this report. 

4.1 CURRENT LEGAL FRAMEWORK 
Building true partnerships with Indigenous communities is an evolving practice that has been 
gradually supported, albeit inconsistently, across various sectors and governments. Until the 
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1970s there was no legal construct or political framework (recognized by the Canadian 
government) that required government, energy developers or corporations to consult with 
Indigenous communities.1 Infrastructure projects and the like could proceed without the legal 
obligation to consult with Indigenous communities, despite the negative impacts of development 
projects on Indigenous communities. 

Engagement with Indigenous communities is distinct from engagement with non-Indigenous 
stakeholders. As such, it is important to acknowledge the legal duty of the Crown to consult with 
Indigenous communities and the connection to Indigenous inclusion throughout electrification 
and the energy transition. Section 91(24) of the Constitution Act, 1867 identifies Indians and Lands 
reserved for Indians as exclusive federal authority. The existence of 133 Indian reserves within the 
province of Ontario means that this exclusive authority necessarily overlaps with provincial 
jurisdiction.2 The provision of energy that is generated and transmitted across the Province, from 
power generation to electricity and fuels distribution, all take place on traditional and treaty 
lands. 

The Constitution Act, 1982 entrenched the rights of Aboriginal people, through Section 35(1) that 
recognizes and affirms inherent Aboriginal and treaty rights. The legal doctrine known as the Duty 
to Consult and Accommodate was established through case law, following various courts’ 
interpretation of this section of the Constitution. The Duty to Consult continues to develop as a 
variety of cases make their way to the Supreme Court of Canada, and could impact the way that 
jurisdictions, including provinces and proponents, satisfy the Duty. 

The Duty to Consult impacts electrification and energy transition in Ontario in that major energy 
infrastructure projects cannot move ahead without Consultation with and Accommodation, 
where appropriate, of Aboriginal and Treaty rights holders.  

In 2021 the United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP) Act came 
into force in Canada as federal legislation.3 Following decades of global Indigenous legal and 
human rights advocacy efforts, the UNDRIP was adopted by the United Nations (UN) General 
Assembly in September 2007 as an international instrument on the rights of Indigenous Peoples. 

1 The Supreme Court decision in the Calder v. Attorney-General of British Columbia (1973) case was seen as a landmark case that affirmed the existence of 
Aboriginal land title for the first time in the legal system. 

2 We acknowledge that the establishment of  133 Indian reserves within the Province of Ontario is a construct of Canadian laws. The boundaries of the 
Province of Ontario do not necessarily align with the Territory of those Indigenous Nations and there is overlapping Territory across provinces. 

3 Government of Canada. Backgrounder: United Nations Declaration on the Rights of Indigenous Peoples Act 
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It establishes “a universal framework of minimum standards for the survival, dignity and well-
being of the Indigenous Peoples of the world.”4 

With the recent broad awareness in Ontario and across Canada of the treatment of Indigenous 
peoples – from the unmarked graves identified at former Indian Residential Schools to the lack of 
safe drinking water available to everyone across Canada — there is also a demand from many 
people in Ontario to find a meaningful, inclusive path forward on new projects that are on 
Traditional and Treaty lands. This social licence imperative is one more reason that Indigenous 
people must become a real part of the energy conversation as we move forward.  

Indigenous leadership across Canada at all levels has been calling for early, meaningful, and 
coordinated engagement with Indigenous communities. Given the early stages of a significant 
and intentional transition to a clean energy economy this is a significant opportunity to correct 
historic wrongs and walk together on a path of true partnership that seeks to benefit everyone in 
Ontario. 

Successful energy transition and electrification in Ontario requires full participation of Indigenous 
communities. Managed well, the transition offers significant opportunities for Indigenous 
economic participation and to advance reconciliation.5 

There continues to be growing acknowledgment from across Canada of the importance of 
building meaningful relationships and partnerships with Indigenous Nations and communities on 
various projects, including infrastructure and energy development.  

Objectives of reconciliation are well aligned with those of a successful transition, such as working 
collaboratively to advance a safe, reliable, transparent, and viable future for everyone in Ontario.  

4.2 INDIGENOUS COMMUNITIES IN ONTARIO 
Indigenous communities are present across Canada in every province and territory and include 
diverse cultures, languages, laws, and governance structures, as well as similarly diverse energy 
needs and interests.  

4 United Nations Declaration on the Rights of Indigenous Peoples | Division for Inclusive Social Development (DISD) 

5 Government of Canada. Truth and Reconciliation Commission of Canada 
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Ontario alone is home to 23 per cent of all Indigenous peoples in Canada. There are 133 First 
Nation communities located across Ontario, representing at least 7 major cultural and linguistic 
groups. These communities are located from Windsor in the South to the northern shores of 
Hudson Bay. Five of the 20 largest bands in Canada are in Ontario.  

There are approximately 18 First Nations communities in Ontario that are considered remote, 
accessible only by air year-round or ice road for much of the year. There are more remote First 
Nations in Ontario than in any other region. Urban centres with significant Indigenous populations 
living off-reserve are found in Thunder Bay, Sudbury, Sault Ste. Marie, Timmins, Ottawa and 
Toronto.6 

Métis people are also represented in Ontario.7 The term “Métis” in section 35 of the Constitution 
refers to distinctive Métis collectives who, in addition to their mixed ancestry, developed their 
own customs, way of life and group identity, separate from their First Nation, Inuit or European 
forebears.8 

The Métis Nation of Ontario (MNO) represents the rights and interests of some of the Métis people 
and communities throughout Ontario and has built a province-wide governance structure, 
including a centralized registry of Métis citizens; regions which cover areas where there are 
historic Métis communities; several Chartered Community Councils which represent Métis 
citizens at the local level in Ontario; a provincial governing body; a charitable foundation which 
promotes and supports Métis culture and heritage (Métis Nation of Ontario Cultural Commission); 
and an economic development arm (Métis Voyageur Development Fund).   

Just as Indigenous peoples and Nations in Ontario are geographically, culturally and linguistically 
diverse, Indigenous communities have diverse energy needs, preferences, and interests – and 
they have their own distinct governance structures, laws, protocols and internal decision-making 
processes to determine their community’s participation in energy projects, and in what manner a 
community participates. 

The diversity of Indigenous communities across Ontario underscores the importance of early, 
ongoing and coordinated engagement and partnership building on a nation-to-nation basis, 
particularly as large-scale development ramps up to reach clean energy economy goals. 

6 Government of Canada. Indigenous Communities in Ontario 

7 The Métis are recognized in Section 35 of the Constitution, through the landmark case, R. v. Powley. Supreme Court of Canada 

8 Ontario Court of Appeal, R. v. Powley [2001] 
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Committing to and investing in true partnerships with Indigenous communities will be essential 
for successful energy transition and electrification. 

4.3 CONTEXT: FULL INDIGENOUS 
PARTICIPATION IN THE ENERGY SECTOR  
JURISDICTIONAL AND GOVERNANCE REALITIES  
To enable Indigenous participation and achieve true partnerships, it is important to understand 
the economics of Indigenous governments and how they differ from other forms of government 
in Canada.  

For example, although the federal government has jurisdiction for ‘Indians and Lands reserved for 
the Indians’, First Nations continue to operate at multiple levels of government – subject to 
provincial laws, Band Council bylaws, and reporting to the federal government.9 Further, First 
Nations are often left out of the municipal legislative and service scheme, meaning that First 
Nations are responsible for public health in their communities but do not necessarily benefit from 
the service of public health units. First Nations are expected to maintain and upgrade critical 
infrastructure like roads, sewage systems, water treatment plants and building inspection 
services, to name a few. Significantly, First Nations are prohibited from taxing community 
members living on reserve. For generations, the only revenue First Nations received came from 
direct transfer payments to them – funds that were strictly allocated to federal and later provincial 
priorities. Funds were and continue to be strictly audited and if not expended on government 
priorities must be returned to the federal government.  

In short, First Nation, Inuit, and Métis communities do not always have access to sufficient 
funding to support consultation or their economic participation in projects that affect or appeal 
to them. However, the constitutional protection of Aboriginal rights and the doctrine of the Duty 
to Consult and Accommodate, mean that if Aboriginal rights are not considered and communities 
are not consulted, Indigenous groups can and will receive support from the courts to prevent 
energy projects from moving forward.  

Given the diversity of Indigenous people and communities across Ontario, it is necessary to begin 
consultation by understanding the unique needs and context of each group. It is imperative that 

9 Given the federal statute The Indian Act applies to Indians defined therein, both the Métis and Inuit have protected rights but significantly less clear 
governance rules. 
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the process be driven by building lasting relationships that create and foster open and 
transparent communication.  

Through early engagement and investing in true partnerships, government and the energy sector 
can collaborate with Indigenous communities and entities to learn what has worked well, build on 
success and find creative solutions to improve Indigenous inclusion and participation.  

INTERSECTING INEQUITIES: LIMITED ACCESS TO 
SAFE, RELIABLE AND AFFORDABLE ENERGY 
Energy is essential in our lives and economic activities. Access to and the use of safe, reliable, 
and affordable energy are emerging as a priority in policy agendas worldwide and have continued 
to be a vital determinant of a household's well-being and living standards.  

Lack of access to safe, reliable and affordable energy restricts the development of communities 
and can hinder the province’s overall economic growth. Access to electricity reduces poverty, 
increases opportunity, improves health, productivity and living standards and powers devices that 
make daily living more efficient. 

Empirical research considering the impacts of energy poverty has found that when compared 
with households without energy poverty, energy poor households tend to suffer more from health 
problems, spend more on medical care, have lower educational attainment and lower earning 
opportunities.10 

Electrification and the energy transition promise the potential of supporting people across 
Ontario to access safe, reliable and affordable energy but questions remain about how 
governments and the sector will ensure that the benefits of transition and electrification will be 
evenly and fairly shared across the province. 

Indigenous communities continue to experience disproportionately higher rates of poverty 
compared to non-Indigenous communities in the province, including energy poverty.11 The 
Canada Energy Regulator states that a household may be described as experiencing energy 
poverty when it spends more than 10 per cent of its income on utilities. By this measure, an 

10 According to Papada and Kaliampakos (2016), the definition of energy poverty can be summarized as “the difficulty or the inability of a household to 
afford an adequate coverage of its energy needs (heating comfort and other essential energy services) 

11 Statistics Canada. Disaggregated trends in poverty from 2021 Census of Population 
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estimated 8 per cent of Canadian households experience fuel poverty.12  According to some 
estimates, one third of Indigenous households in Ontario, or 42,000 households, have 
experienced energy poverty.13 In 2021, Statistics Canada released the results of the 2016 Census, 
which found that low-income rates were lower for the non-Indigenous population than for all 
Indigenous groups in all geographic areas across Canada. The highest low-income rates were 
found for First Nation individuals living on reserve, and particularly for lone mothers living on 
reserve.14 

These challenges are compounded by the increase of extreme weather events (e.g., wildfires, 
floods and ice storms), which can exacerbate existing inequities in communities, including 
respiratory, cardiovascular, water, foodborne, chronic and infectious diseases, as well as financial 
strain and food insecurity.  

A 2010 federal study found that death, injuries, and destruction of property related to house fires 
in First Nation communities, particularly remote communities, far exceeded those in comparable 
off-reserve communities.15 

Lower income households experience barriers related to equipment and installation expenses to 
address their homes’ energy needs, improve their homes’ energy efficiency and/or electrical 
safety features. For some communities, this can result in a higher number of house fires due to 
poor electrical safety, or the need to access alternative energy sources, including wood-burning 
stoves, propane or diesel.  

Health Canada has examined health risks associated with exposure to particular fuel types and 
energy sources, including potential adverse health effects associated with diesel fuel use, and 
suggests ongoing efforts to reduce emissions and exposure.16 

OPPORTUNITIES FOR INDIGENOUS COMMUNITIES  
Some of the potential benefits of electrification and the energy transition range from overall 
improved energy efficiency for both homes and businesses resulting in lower long-term energy 
bills, broader environmental and health benefits related to lower carbon emissions and better air 

12 CER – Market Snapshot: Fuel poverty across Canada - lower energy efficiency in lower income households (cer-rec.gc.ca) 

13 Canadian Urban Sustainability Practitioners Network (CUSP). Equity Implications of Energy Poverty in Canada 

14 Statistics Canada. Low-income statistics for the population living on reserve and in the North using the 2016 census 

15 Government of Canada. First Nations Fire Protection Strategy 2010-2015 

16 Health Canada. Human Health Risk Assessment for Diesel Exhaust. 
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quality, as well as various economic benefits such as new business opportunities, advancing 
sustainable development models and stimulating local job creation. 

THE PROMISE AND POTENTIAL OF FUEL SWITCHING 
According to the International Energy Agency, some of the benefits of fuel switching include 
lower energy bills for consumers and protecting households from global energy price shocks.17 

A widespread switch to electricity presents unique challenges for Indigenous communities, 
particularly tenants and low-income households, who may not be able to access the benefits of 
electrifying, may not have the option to switch their home energy system or may experience 
disproportionate costs to fuel switch. Poor access to reliable energy in Indigenous communities 
compounds the financial strain and ability to fuel switch for low-income households.  

For those communities that have established infrastructure, ways of life and economies built 
around gasoline, natural gas and other non-renewable energy sources, developing flexible, 
collaborative, and coordinated approaches will be essential to fostering a successful transition 
and electrification process, and to upholding inherent Aboriginal rights. For example, many 
Indigenous communities rely on gasoline-powered boats, snowmobiles, and all-terrain vehicles, 
to hunt, fish and practice culture and treaty rights.  

Likewise, gas stations, either wholly owned by an Indigenous community, or operating within an 
Indigenous community, often represent an integral aspect of a community’s local economy, 
where both Indigenous and non-Indigenous people purchase gasoline and other goods, including 
locally made products. As more electric vehicle (EV) charging stations are installed across 
communities in Ontario, questions emerge about how this will impact local Indigenous 
economies, and whether the benefits of electrification will be evenly distributed. In collaboration 
with Indigenous communities, electrification and the energy transition could potentially create 
positive business opportunities for the local economy where EV charging stations could become 
a designated space to purchase local goods and products while both Indigenous and non-
Indigenous patrons wait for their cars to charge. 

Many Indigenous communities have identified the importance of building a sustainable energy 
system for generations to come and emphasize that the pathway to a clean energy economy 
must be achieved with Indigenous communities’ full participation very early in the policy, 
program and planning decision-making process. Additional time and supports will be required to 

17 International Energy Agency. What is behind soaring energy prices and what happens next? 
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support Indigenous communities throughout the transition and ensure inherent Aboriginal rights 
are upheld.  

4.4 PROMISING DEVELOPMENTS AND  
PARTNERSHIP MODELS 
Indigenous participation and partnerships in clean and renewable energy projects are occurring 
across Canada, with several jurisdictions developing and implementing some form of policy, 
regulation, procurement measures or support programs to improve and support Indigenous 
participation.  

Over the last two decades, the number of medium and large hydro, wind, solar and bioenergy 
electricity generating projects (projects generating one megawatt or more of electricity) with 
Indigenous participation has grown substantially. By some estimates, First Nation, Métis, and Inuit 
entities are partners or beneficiaries of almost 20 percent of Canada’s electricity-generating 
infrastructure, much of which produces renewable energy.18 In Ontario, there are over 450 
renewable energy projects that are owned by or partnered with Indigenous communities.19 

It is estimated that since 2017, the number of medium and large Indigenous clean energy projects 
across the country has grown by 29.6 per cent, including hydro, wind, solar, bioenergy and hybrid 
energy sources. There has also been an increase in smaller Indigenous clean energy projects, 
with many Indigenous communities installing community-scale or small-generation systems for 
local supply and in some instances selling power into provincial and territorial grids.20 Likewise, 
Indigenous participation in oil and natural gas projects has grown substantially in recent years, 
including participation in pipelines, tank farms and liquefied natural gas facilities, particularly in 
Western Canada. 

Since 2015 Canada has seen a significant rise in Indigenous participation in electricity 
transmission projects. A reported total of 19 such projects have been completed or are in 
construction, including some linked to grid access for major projects (e.g., La Romaine Hydro, 
Quebec), off-grid community interconnection (e.g., Wataynikaneyap Power, Ontario), and grid 
strengthening (e.g., Bipole III, Manitoba). This development is notable and highlights a significant 

18 Indigenous Clean Energy. Waves of Change. 

19 IESO Progress Report on Contracted Supply 

20 Indigenous Clean Energy. Accelerating Transition 
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acceleration in renewable energy projects in remote and Northern communities, contributing to 
reduced reliance on diesel-fueled generators. 

The Giizis solar project in the Ontario community of Kiashke Zaaging Anishinabek began 
operations in 2020 as Canada’s first fully integrated solar-storage project, tied into the local 
power and distribution system.  

The nature of Indigenous participation across energy projects ranges from ownership or co-
ownership to revenue sharing or lease agreements to Impact Benefit Agreements (IBAs) and/or 
various partnership agreements. 

PROJECT OWNERSHIP 
Project ownership is one model that has been used to improve Indigenous participation in various 
energy projects. In Ontario, there are several examples where the level of Indigenous ownership 
of clean energy projects ranges from strong minority ownership of 25 to 50 per cent to majority 
ownership. 

For example, Hydro One has launched an equity partnership model where First Nations will be 
offered a 50 per cent equity stake in all of Hydro One’s future new large scale capital transmission 
line projects with a value exceeding $100 million. Eight First Nations represented by 
Gwayakocchigewin Limited Partnership (GLP) and Lac de Mille Lacs First Nation are to hold 50 per 
cent investment in the Waasigan Transmission Line project.  This project is a proposed new 
double-circuit 230 kilovolt transmission line between Lakehead Transformer Station (TS) in the 
Municipality of Shuniah and Mackenzie TS in the Town of Atikokan, and a new single-circuit 230 
kilovolt transmission line between Mackenzie TS and Dryden TS in the City of Dryden.   
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THE WATAYNIKANEYAP POWER TRANSMISSION PROJECT  
Many Indigenous communities continue to experience regular and prolonged brownouts and 
blackouts due to poor access to safe and reliable energy sources. This was the case for 
Pikangikum First Nation, located about 500 kilometres northwest of Thunder Bay, and one of 17 
communities in the region that was not accessible by road year-round and relied solely on diesel 
generators for its electricity.  

Pikangikum used approximately 12,000 to 15,000 litres of diesel fuel per day. Most of the fuel was 
flown into the remote community, at a high cost, just to keep the lights on. Frequent brownouts 
limited the amount of electricity people could use in the community and moratoriums were 
issued for non-essential electrical use. Frequent brownouts and poor access to clean and stable 
energy meant that the community was unable to build new homes required to address housing 
shortages, and the delivery of critical services was affected, including programs meant to address 
food insecurity. 

In 2018, Pikangikum became the first remote First Nation community to be connected to the 
provincial power grid as part of the Wataynikaneyap Power Transmission Project.  

The Project includes the Line to Pickle Lake, which is a new 300 km system reinforcement 
between the Dryden area and Pickle Lake, and the extension of the grid to 16 remote First Nation 
communities across northwestern Ontario over an additional 1,500 km of new infrastructure. With 
a projected completion date expected in 2024, the project will be the largest Indigenous-led 
infrastructure project in Canada, and the most far-reaching remote First Nations grid connection 
initiative in Ontario's history. When complete, the project will provide over 18,000 First Nation 
people in northwestern Ontario with a clean, reliable and affordable supply of electricity.  

The licensed transmission company is equally owned by 24 First Nation communities (51 per 
cent), in partnership with Fortis Inc. and other private investors. Communities will have the ability 
to increase their ownership and control to 100 per cent. The Ontario Government is providing a 
loan of up to $1.34 billion for the Wataynikaneyap Power Project’s construction costs. Ontario’s 
loan will save ratepayers money by providing financing to the project at a lower rate than could 
be achieved through private financing alone. The project will also be cost-shared with the federal 
government, which has committed $1.56 billion in funding at project completion. 

Wataynikaneyap Power works with the project contractor to ensure environmental requirements 
and community protocols are followed, including bans on the use of pesticides to prevent 
negative health and environmental impacts on community members and the surrounding land.  
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Opiikapawiin Services LP (OSLP), is 100 per cent Indigenous owned and responsible for  
administering projects and programs for Wataynikaneyap Power. The programs are grounded in 
First Nations’ knowledge, culture and ceremonies and help to provide skills development and 
training to support Indigenous employment and participation throughout the project. As of March 
31, 2023, 50 training programs had been administered and 603 individuals had completed 
training. 

While there have been barriers and hurdles to advance a project of this scale, this example 
demonstrates the ways in which government and industry have the capacity to support 
collaborative, flexible and innovative partnerships with Indigenous communities. The project was 
designated a priority by both the federal and provincial governments, which helped to advance 
approvals, and signal its importance.  

The Project is also supported through the Ontario Aboriginal Loan Guarantee Program (ALGP), 
which supports Indigenous participation in new transmission and renewable energy generation 
projects, such as wind, solar and hydroelectric power. The program provides a Provincial 
guarantee for a loan to an Indigenous entity to finance a portion of its equity investment in an 
eligible project. 

There are also significant positive impacts and mutual benefits to the Project, including enabling 
community-driven projects; addressing infrastructure gaps in communities; increasing access to 
safe and reliable energy; and improving Indigenous participation and project ownership with 
long-term economic benefits for all equity partners.   

Considering costs in a holistic way by including the environmental, social and cultural costs 
associated with a particular project is a key learning from the Wataynikaneyap project. The 
project also encourages governments and proponents to consider the anticipated environmental, 
social, and cultural costs of not supporting Indigenous participation and leadership in energy 
projects.   

The increase in Indigenous project ownership represents a promising development that deserves 
further active support and investment from government and the energy sector. While many 
equity partnerships represent opportunities for long-term economic benefits, government and 
the sector should engage with Indigenous communities and entities on how project ownership 
can better provide immediate and medium-term benefits for Indigenous communities. For 
example, additional benefits may include, but are not limited to, stable funding to build capacity 
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and skills development that support informed energy discussions and participation in community, 
regional and provincial energy planning. 

In addition to considering how equity partnership models can support participation and produce 
broader socio-economic benefits, government and the sector should develop a clear plan, 
informed by engagement with Indigenous communities, on how organizations/entities will 
support and finance Indigenous equity participation and project ownership on an ongoing basis. 

4.5 INDIGENOUS PARTICIPATION IN CLEAN 
ENERGY INITIATIVES AND BUILDING RESILIENCY 
Improving housing energy efficiency in Indigenous communities represents a significant 
opportunity to reduce energy use and costs, support local employment and investments, and 
generate positive impacts to community health and well-being through safer housing. The Panel 
spoke to several Indigenous organizations that reiterated the importance of ensuring there is 
adequate federal funding for quality, safe and affordable housing on-reserve as a precursor to 
success for energy efficiency initiatives.  

The Remote First Nation Energy Efficiency Program, supported by the Independent Electricity 
System Operator (IESO), is a pilot program delivered in Kasabonika Lake, North Caribou Lake, 
Sachigo Lake and Wunnumin Lake First Nation since 2019. The program has been expanded to 
additional remote First Nation communities and is offered at no cost to participants. The program 
funds a designated community coordinator and delivery agent to conduct energy audits, identify 
opportunities for the installation of energy-efficient products for homes, small businesses, 
recreational facilities and band-owned buildings. The program supports, but is not limited to, 
basic energy efficiency upgrades, appliance replacements, insulation and draft-proofing 
upgrades, all of which contribute to long-term bill savings and improving the safety and comfort 
of homes and businesses.  

Indigenous communities, and particularly northern and remote communities, experience 
disproportionate impacts of climate change, including extreme weather events that may result in 
damage to critical infrastructure, evacuation and further displacement from traditional territories, 
which impact hunting and harvesting rights, heighten food insecurity and exacerbate other 
existing health and socio-economic inequities.21 

21 Health Canada. Climate Change and Indigenous Peoples’ Health in Canada. 
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Building resilience across Ontario, and particularly in Indigenous, northern, and remote 
communities, will be essential to a successful transition and electrification process.  

Energy storage is a critical component of the grid, supplementing wind, solar, hydro, nuclear and 
fossil fuels as well as demand-side resources and system efficiency assets. Ultimately, storage is 
an enabling technology that can help consumers save money, improve reliability and resilience, 
and help reduce environmental impacts. 

For example, energy storage is critical to decarbonization as it allows for non-emitting renewable 
power to supply a greater portion of electricity baseload and peak demand. The accelerated pace 
of electrification and the energy transition represents an opportunity to continue to explore 
innovative energy projects between Indigenous communities, utilities, and electricity-planning 
agencies. 

The Oneida energy storage project proposed by Six Nations of the Grand River Development 
Corporation and partner NRStor, is to provide battery power supply for grid peaking. According to 
the project proponents, it is expected to yield no less than $1 million per year to the Six Nations 
community for the projected 20 plus year project lifespan. The project is expected to reduce 4.1 
million tonnes in carbon emissions and provide 900,000 hours in local employment over a 20-
year period. It will be among the first of its size and demonstrates the economic potential of the 
role of Indigenous partnerships in low carbon energy projects.22 

4.6 A LONG-TERM VISION FOR SUCCESS 
Supporting full Indigenous participation and building true partnerships with Indigenous 
communities across energy planning, development, investment, ownership, and the operation of 
projects, has the promise of contributing to a more open and participatory electrification and 
energy transition, where the benefits are distributed locally and collectively.  

Although there is an increasing recognition of the importance of partnerships with Indigenous 
communities and greater Indigenous participation in and leadership of energy projects and 
planning, government and the sector must play a more consistent and active role to ensure a 
successful energy transition across Ontario, and to advance the process of reconciliation.  

22 Six Nations Future. Oneida Energy Storage - Six Nations Future (snfuture.com) 
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It is critical to engage with Indigenous communities to identify how the transition should progress 
and what is needed to support communities’ safety, security and success, and their immediate, 
medium and long-term vision. It is also critical that Indigenous communities are supported to 
determine how they want to partner with the government and how they would like to participate 
in energy planning and project development, including supporting Indigenous leadership and 
ownership in projects.  

The following are key action areas, which are meant to complement each other, and that the 
government should consider in order to co-develop true partnerships and a successful 
pathway for a clean energy economy with Indigenous partners:  

• Early and coordinated engagement 
• Economic reconciliation and flexible financing mechanisms 
• Governance participation and collaboration 

4.7 EARLY AND COORDINATED ENGAGEMENT  
The call for early and coordinated engagement has been consistently emphasized by Indigenous 
leadership and communities regarding energy planning and project development. While early 
and coordinated engagement alone is not sufficient to enable true partnerships, it is foundational 
to help to define each distinct partnership between respective Indigenous communities and with 
the province and proponents.  

Early and coordinated engagement with Indigenous communities is critical as the pace of 
electrification and the transition accelerates and intensifies. Prioritizing ongoing relationship 
building through regular and coordinated engagement is necessary to improve transparency and 
accountability to Indigenous communities. This includes facilitating discussions related to the 
anticipated costs and impacts of electrification and the transition and demonstrating how the 
feedback received through engagements has informed policy development and decision-making.  

With respect to wise practices to facilitating engagement, many Indigenous communities have 
publicly available engagement and consultation protocols and guidelines that outline how they 
would like government and proponents to approach engagement and Consultation. Some 
Indigenous communities have shared their Nation’s policies, laws, constitutions, and regulations 
that support Indigenous decision making around projects and investments on their lands. 
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For example, Manito Aki Inakonigaawin, or Grand Council Treaty #3’s Great Earth Law, proclaimed 
on October 3, 1997, validated through traditional ceremony, and ratified by the National Assembly, 
emphasizes Indigenous values as driving decision making on, for example, energy and 
infrastructure development projects in Treaty #3 territory. In February 2023, Grand Council Treaty 
#3 announced the official launch of the Manito Aki Inaakonigewin (MAI) toolkit. The Toolkit, which 
is publicly available, is meant to support the relationship between Treaty #3, proponents, the 
Crown and others, build partnerships, support clear and transparent communication, and protect 
the environment, including sacred and ceremonial sites throughout the territory.23 

Some Indigenous nations have used other approaches to make Indigenous values-based 
decisions with community members to guide involvement in projects and determine project 
impacts. Government and proponents would benefit from enhancing their own internal capacity-
building to familiarize themselves with Nations’ policies, laws and constitutions ahead of initiating 
and coordinating engagement and consultation. Improving government and proponents’ 
knowledge and understanding of community approaches could contribute to trust building and 
more consistent and coordinated engagement and consultation across the energy sector. 

Stable capacity funding is required to support early and coordinated engagement and 
Consultation with Indigenous communities. Stable capacity funding to Indigenous communities 
is a critical element to facilitate meaningful engagement and is essential to enable open 
discussions on how the Province can better support collaborative partnerships, improve the 
safety and success of communities throughout the transition and advance Indigenous 
communities’ participation, inclusion, and leadership in energy planning and project 
development. 

4.8 CAPACITY-BUILDING AS A DRIVER FOR 
ENGAGEMENT AND PARTICIPATION  
Many Indigenous communities are inundated with engagement and consultation requests on 
energy and non-energy related projects, often with narrow lead times to meaningfully incorporate 
Indigenous perspectives and insufficient stable capacity funding to support meaningful 
Indigenous participation.  

23 Grand Council Treaty #3. Launch of Manito Aki Inakonigewin Toolkit. 
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As a result of the legacy of colonialism, many Indigenous communities are responding to 
multiple, and often overlapping crises with smaller numbers of designated staff available to 
properly engage on energy projects and technical energy planning discussions. 

Evergreen funding to enable early, meaningful and coordinated engagement is a critical lever to 
address the unique barriers that prevent full Indigenous participation in the energy system. While 
efforts to build capacity take time to increase communities’ technical energy and systems 
knowledge, government and the sector must create space for Indigenous perspectives 
throughout energy and technical planning discussions.  

Given the potentially rapid pace of electrification and transition, the government and the sector 
should support larger scale community capacity-building efforts to enable full Indigenous 
participation in planning, including technical regional and provincial planning discussions, and 
enable opportunities to address the cumulative impacts of energy development projects. 

The scope and scale of capacity-building supports may differ across communities based on 
respective energy needs and interests. Critical capacity-building efforts may include: 

• Building community knowledge and awareness of Ontario’s energy system, such as the 
roles and responsibilities of the Province, agencies, transmitters, local distribution 
companies (LDCs), etc. 

• Tailored training and learning tools for Indigenous leadership to support informed 
community energy conversations. 

• Education and skills development to enable participation in regional and provincial energy 
planning, including technical planning discussions. 

• Learning/funding for designated community members/staff to regularly assess and 
evaluate community energy needs and interests. 

AGENCY-LED CAPACITY-BUILDING 
The IESO offers a suite of Indigenous Energy Support Programs that support participation in the 
energy sector by enabling Indigenous communities and organizations to develop energy plans 
and projects and hire and train energy workers in their community. In 2022, the IESO provided 
funding for 83 projects across 53 recipients for a total of $9.8 million in funding, and 28 
dedicated energy workers were funded across the province.  

49 



ONTARIO’S CLEAN ENERGY OPPORTUNITY 
TRUE PARTNERSHIPS:  

BUILDING A PATHWAY FOR FUTURE GENERATIONS 

Throughout the Panel’s engagements, flexible program approaches with funding for dedicated 
staff to improve community capacity, were identified as wise practices to enhance community 
knowledge and participation in energy conversations. Providing longer-term funding and 
increasing salaries for designated staff, like Community Energy Champions (who help plan, 
implement and evaluate energy-related priorities), as well as providing funding for relevant 
training, and for required program equipment/supplies were also identified as positive program 
elements to support Indigenous participation in engagement and energy planning. 

INDIGENOUS-LED CAPACITY-BUILDING 
The 20/20 Catalyst Program delivered by Indigenous Clean Energy Inc. (ICE) was highlighted as 
an existing Indigenous-led program that facilitates capacity-building across Indigenous 
communities. The program provides practical and applied learning about renewable energy 
projects, community energy planning, energy efficiency and conservation, business 
management, and advanced energy systems. Participants are supported to move clean energy 
projects forward on the ground.  

The program emphasizes Indigenous communities’ participation in energy efficiency and 
renewable energy projects as foundational to their health and well-being. Financing the 
construction of energy efficient homes and the retrofitting of older homes to be energy efficient 
is a crucial component to both climate adaptation and sustainable development, by reducing 
energy emissions, and by facilitating job creation for Indigenous people.  

Similarly, Conservation on the Coast (COTC) has focused on delivering conservation demand 
management programs in three James Bay communities - Attawapiskat First Nation, Kashechewan 
First Nation and Fort Albany First Nation - that own their own local distribution companies. COTC, 
in partnership with Five Nations Energy Inc. and the IESO, have successfully completed deep 
retrofits for 40 homes, including the addition of heat recovery ventilators.  

Partnerships have been crucial to the success of these community-based capacity-building 
efforts, as well as government support that is flexible, consistent and relationship-based. 

Opportunities to expand and scale up existing capacity-building programs should be pursued, 
including opportunities for additional wrap-around-supports to facilitate communities’ 
participation and for designated staff helping to deliver community programs. 

As mentioned above, building capacity in Indigenous communities should also be met with an 
ongoing commitment from government and the sector to build their internal capacity with 
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respect to enhancing Indigenous cultural competency, building greater awareness, and 
understanding of treaties and community engagement protocols, governance structures, and an 
ability to demonstrate how Indigenous perspectives are included and inform decision-making. 

There are several organizations across the energy sector that have developed or are in the 
process of developing Indigenous or Reconciliation Action Plans, establishing or enhancing 
Indigenous relations units and seeking to improve partnerships with Indigenous communities. 
These actions signal a hopeful development taking root and provide an opportunity to improve 
cross-sector learning and knowledge sharing to establish wise practices across Ontario’s energy 
sector. 

GOVERNMENT’S ROLE IN SUPPORTING ENGAGEMENT 
In addition to stable capacity funding to Indigenous communities, the Ministry has a crucial role 
to play in supporting engagement and Consultation with Indigenous communities to ensure 
Indigenous communities are meaningfully involved and benefit throughout the process. This is 
imperative to ensure the province can keep pace as the demand for electrification and energy 
transition intensifies.  

Most of the proposed solutions for achieving a clean energy economy rely on using Indigenous 
lands and resources to build clean and renewable energy infrastructure and extraction projects. 
These projects include new non-emitting electrical generation power plants, expanded 
transmission lines, energy storage, hydrogen fuel production, and new mines to provide the raw 
materials needed for electric vehicle battery production. Given that all these projects will be built 
on Indigenous lands, any opposition or delay to proposed projects will significantly impact the 
province’s ability to seize the economic opportunities of electrification and the energy transition. 

Currently, the Ministry of Energy undertakes and coordinates engagement and consultation with 
Indigenous communities on proposed policy actions and energy projects in Ontario and often 
delegates the procedural aspects of the Duty to Consult to proponents on energy projects. The 
Indigenous Energy Policy Unit within the Ministry also provides guidance to proponents to 
support engagement and consultation and is responsible for working with Indigenous 
communities and proponents to address any related issues that may arise throughout the 
engagement and consultation process. 

Ensuring adequate resources and capacity to satisfy the Duty to Consult will be essential as the 
volume of development projects grows to advance electrification and the energy transition. 
Supporting the Ministry’s capacity to better respond to an increase in requests for engagement 
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and Consultation will also help the Ministry to better build and maintain long-term relationships 
with Indigenous communities, support more proactive, coordinated, and open discussions with 
Indigenous communities throughout the transition and help to facilitate collaborative 
partnerships and full Indigenous participation in the emerging clean energy economy.  

Where governments and proponents have taken the time to invest in long-term relationship-
building with Indigenous communities, engagement and consultation will likely be more 
constructive and productive. As opposed to solely engaging on specific projects as they emerge, 
establishing sustained channels with Indigenous communities could serve to maintain positive 
relationships and support collaborative and transparent conversations related to energy planning, 
policy development and decision making as electrification and the energy transition progresses. 

4.9 ECONOMIC RECONCILIATION AND 
PARTNERSHIPS 
Simply defined, economic reconciliation can be understood as the inclusion of Indigenous 
people, communities, and business in all aspects of economic activity. As outlined in the Truth 
and Reconciliation Commission of Canada (the “TRC”) Final Report, all reconciliation efforts 
require the following overarching principles of trust building, joint leadership, accountability, 
transparency and a substantial investment of resources. 

It is not enough to engage with Indigenous communities to advance true partnerships and 
economic success. Indigenous perspectives in major project benefits and risk assessments, 
Indigenous-led investment decisions, and Indigenous-held equity stakes are becoming 
increasingly common.  

For generations, Indigenous leaders have advocated for the need to include Indigenous 
perspectives in projects that impact Indigenous lands and communities. The recognition and 
advancement of Indigenous rights through advocacy efforts and legal court decisions affirms the 
importance of including Indigenous perspectives in critical energy and mineral projects.  

Many Indigenous communities view the economy as being interconnected with land, resources, 
politics, ceremony and spirituality. Taking an integrated and holistic view of the economy is to 
view “shareholders” as the community itself. The values and goals in an Indigenous partnership 
involve not only maximizing profits but also economic development that supports communities’ 
long-term economic and social health and well-being. 
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There are existing Indigenous and community-led organizations that help to facilitate positive 
partnerships with Indigenous communities on major energy development projects. 

A significant aspect of the work of the First Nations Major Projects Coalition (FNMPC) is to support 
First Nations and companies initiating partnerships on major projects. The organization states that 
the approach by which partnerships with Indigenous communities or entities are initiated and 
implemented is vital, and that this includes providing capital markets, governments and the 
public with assurance of project success. Industry proponents are increasingly interested in 
better understanding the wise practices and key learnings from successful Indigenous and 
industry partnerships on major projects. 

With appropriate and stable resourcing, Indigenous-led organizations could continue to facilitate 
more equitable partnerships between Indigenous communities, government, and proponents, 
and ensure that partnerships produce shared economic success for all parties, in addition to 
improvements to overall community health and well-being. 

ACCESS TO CAPITAL AND FLEXIBLE FINANCING 
FRAMEWORKS 
Through federal policy such as the Indian Act, Indigenous communities often do not have 
reasonable and competitive access to capital for investment and economic development.24 

Systemic barriers like the Indian Act have prevented Indigenous businesses from raising capital, 
and in combination with many Indigenous communities’ remote geographic location and fewer 
human and financial resources, have placed Indigenous communities at a significant competitive 
disadvantage.25 

Governments play a vital role in major project success through lessening regulatory burdens and 
administering programs like the Aboriginal Loan Guarantee Program (ALGP). The ALGP is an 
example of a creative financing mechanism that helps to enable Indigenous participation and 
address some of the challenges Indigenous communities experience with raising sufficient capital 
to participate in competitive projects in their territories. 

The ALGP supported, in part, the Lower Mattagami Project, a partnership between Moose Cree 
First Nation and Ontario Power Generation. Under the Amisk-oo-Skow Agreement, Moose Cree 
First Nation received a 25 per cent equity stake in the project. The Project is Ontario's largest 

24 Government of Canada. Indian Act (R.S.C., 1985, c. I-5 

25 First Nations Major Projects Coalition. TVDE 2023 Conference Primer. 
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northern hydroelectric-generating construction project in 40 years and has increased Ontario's 
supply of clean, renewable power by about 440 megawatts. The partnership agreement also 
provided training and employment opportunities. Moose Cree businesses were awarded over 
$300 million worth of project contracts and at peak construction periods, the project employed 
over 250 Indigenous workers.  

Opportunities to expand or learn from the ALGP could support Indigenous communities and 
entities who want to participate in various energy projects across their territories, particularly as 
the volume of projects is expected to increase throughout the transition. 

INDIGENOUS INCLUSION IN ENVIRONMENTAL, 
SOCIAL AND GOVERNANCE (ESG) FRAMEWORKS 
Discussions around the use of environmental, social and governance (ESGs) strategies and 
programs to indicate how an organization is performing and whether an investment is attractive, 
have been the topic of evolving conversations throughout various corporate, investment and 
governments sectors, particularly as investors demand more robust governance and oversight. 
Globally, discussions are ongoing around the development and implementation of policies, 
regulations and targets related to ESG, including the use of mandatory ESG reporting. The use of 
ESG is growing in reach globally. As of 2020, 88 per cent of publicly traded companies, 79 per 
cent of venture and private equity-backed companies, and 67 per cent of privately-owned 
companies had ESG initiatives in place.26 

ESG is currently, and will continue to be, viewed through an investor’s lens. Rising expectations 
for organizations to measure and disclose their ESG performance will require them to 
demonstrate through performance metrics and data, that they are assessing and improving the 
environmental, social, and governance elements of their business. It is likely that they will be 
increasingly expected to demonstrate that they are addressing the risks of climate change, 
including both physical risks to their organizations’ assets and risks as Ontario transitions towards 
a clean energy economy. 

As the influence of ESG increases, it represents an opportunity for the inclusion of Indigenous 
perspectives in each of the three pillars, as there is clear alignment between Indigenous interests 
and ESG.  

26 Northeastern Alberta Aboriginal Business Association. The Sustainability-Indigenous Nexus: The Case for Indigenous Inclusion in ESG. 
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As noted above, building a clean energy economy requires development on traditional territories. 
This requires strong relationships and collaboration with Indigenous nations and communities, 
which can contribute to achieving long-term business, sustainability, and collective goals. For 
example, Indigenous people have been living on this land since time immemorial and are aware 
of the effects of climate change, energy transition, and how energy development impacts 
collective well-being and their inherent Treaty and cultural rights. Many Indigenous nations and 
communities emphasize the interconnectedness between people and the land, whereby 
sustainability is viewed as an active and reciprocal relationship between people and the 
environment. 

In conversation with Indigenous communities, there is an opportunity to provide meaningful 
guidance on the appropriate integration of Indigenous perspectives into organizational 
governance, decision-making processes and to collaborate on inclusive operational and 
governance metrics. There is also an opportunity to explicitly include Indigenous perspectives in 
ESG disclosure standards and frameworks.  

There are ongoing discussions between Indigenous leaders, businesses and organizations with 
respect to the alignment between ESG and improving Indigenous communities’ access to equity 
for the purposes of investment and development. Indigenous nations and communities are 
increasingly participating in Indigenous-owned investment capital projects in a way that aligns 
with their values and objectives, which informs and contributes to the broad objectives of ESG 
investing. Opportunities to consider Indigenous investment capital as a potential requirement for 
ESG investing is an idea worth further consideration.27 

INDIGENOUS VALUE-THEMED BONDS 
While financial returns are significant to investors, producing environmental and social outcomes 
has become increasingly appealing to asset owners. At over US$120 trillion, the bond market 
(including all bonds) is the biggest capital market in the world. Coupled with increasing investor 
interest and the broadening of bond types to include Indigenous value-themed bonds, there are 
opportunities to scale financing to attract capital for Indigenous economic development. 

For example, since 2014, the First Nations Financial Authority (FNFA) has issued at least nine 
bonds/debentures to raise funds to provide First Nations with long-term fixed rate loans. In March 
2022, the FNFA issued a debenture worth C$354 million. This bond is supporting projects in 19 
First Nation communities throughout Canada, including a solar energy farm in Ontario, a hydro-
electric project in Quebec, an elder care facility, housing and other infrastructure. 

27 First Nations Major Projects Coalition. Top 10 List for Roadmap for  Investing in Canada: Indigenous Inclusion in ESG. 
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SOVEREIGN WEALTH FUND 
Simply defined, a sovereign wealth fund (SWF) is a state-owned investment fund that invests in 
real and financial assets in a variety of asset classes such as stocks, bonds, real estate, private 
equity, and hedge funds. 

In July 2018, Ontario announced the completion of the sale of over 14 million shares in Hydro One 
to Ontario First Nations Power Holdings LP, a limited partnership wholly owned by Ontario First 
Nations Sovereign Wealth LP, which in turn is owned by 129 First Nations in Ontario. The deal 
represented 2.4 per cent of the outstanding common shares. 

The purchase was financed through a 25-year term loan from the Province, with the interest rate 
for the term loan provided at the Province's relevant borrowing rate, plus 15 basis points. The 
shares sold in the transaction were pledged as security for the term loan provided by the 
Province. The Province also provided seed capital of approximately C$29 million in cash to a new 
investment fund wholly owned by Ontario First Nations Sovereign Wealth LP. 

The OFN receives quarterly dividends from Hydro One, which are used to make interest payments 
on the loan, with the remaining re-invested by an independent investment manager for greater 
gains. Dividends from utilities remain secure, although economic recessions and impacts to the 
market are a consideration. This financing framework has been successful in providing ongoing 
and long-term economic benefits for the collective interest of many Ontario First Nation 
communities.  

As shown above, there are a variety of financing mechanisms and instruments that have been 
used to support Indigenous economic development and enable Indigenous participation and 
partnerships with Indigenous communities. Flexible financing models are crucial to ensure that 
Indigenous communities and entities have access to capital and thus receive a fair opportunity to 
participate in a competitive economy, particularly as projects and new technologies quickly 
emerge to advance electrification and the energy transition. 

Incorporating Indigenous values and perspectives to inform the development of partnership 
agreements is a wise practice as there is early focus on relationship building and time invested in 
understanding project partners’ values, goals and limitations. In the case of the Wataynikaneyap 
Project, project partners negotiated requirements as part of their partnership agreement to align 
with community values and protect the people and the lands’ health and well-being over the 
course of the project’s life cycle. 
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4.10 EMBEDDED AND COLLABORATIVE 
GOVERNANCE PARTICIPATION 
Indigenous partners bring a significant wealth of knowledge, experience and perspective, as well 
as valuable approaches to partnerships. Moving towards a clean energy economy represents an 
opportunity for government to collaborate with Indigenous nations and communities on shared 
decision-making and synergetic governance models, including Indigenous participation on 
boards of directors and joint committees, and incorporating Indigenous approaches to topics like 
resolving disputes and managing land and resources. 

The notion of embedded governance participation aims to improve Indigenous participation and 
the inclusion of Indigenous perspectives within existing structures that govern and regulate 
Ontario’s energy system. This includes, for example, ensuring Indigenous representation from 
Ontario on the Boards of Directors of the Ontario Energy Board (OEB) and the IESO. In addition to 
ensuring Indigenous representation on executive boards, agencies and industry proponents 
should clearly demonstrate how policy development and decision making include and are 
informed by Indigenous perspectives.  

Indigenous representation on government agency boards would serve as an important signal to 
some in industry about the importance of Indigenous representation on corporate boards. 

In addition to embedded governance participation, the notion of collaborative governance 
participation refers to new approaches to shared governance between government, industry 
proponents and Indigenous communities. It requires early engagement and an understanding of 
Indigenous communities’ various governance structures and laws which inform the nation’s 
decision making and preferred partnership approach. 

For example, Hydro One’s Waasigan Transmission Line project team includes a representative 
from Gwayakocchigewin Limited Partnership (GLP), a coalition of eight First Nations. GLP consists 
of eight of the nine First Nation communities that have signed a 50 per cent equity partnership on 
the line with Hydro One. A designated team member from GLP has a key role as a full member of 
Hydro One’s Waasigan Project Team. They play an integral role in internal Hydro One meetings to 
support the project and facilitate meetings with GLP and/or its member communities and the 
public. Project governance structures like this have the potential to result in increased 
transparency and improve communication and understanding between project partners.  

There are potential learnings from other sectors that may be helpful as various approaches to 
improving Indigenous participation in the clean energy economy are considered. Wabun Tribal 
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Council operates in Timmins, serving six First Nations. In 2016, the Council developed a policy to 
improve meaningful engagement with First Nations in mineral resource exploration and 
development. With several exploration agreements, impact benefit and resource development 
agreements, the Wabun Model of resource development aims to build meaningful relationships 
with the mining and development industry. The Council has played a key role in regional planning 
and policy development.  

The Council has signed over 55 Memoranda of Understanding (MOUs) with various mining and 
resource companies. These agreements are negotiated from a standardized template, in which 
industry proponents provide a commitment to the First Nations for financial compensation to 
accommodate for impact, business opportunities, employment and training, creation of a 
committee of Elders and knowledge holders, support for various studies (archeological, peer 
review, etc.) if required, commitment to IBA negotiations should a mine develop and funding for 
the negotiations. Agreements provide a framework for Engagement and Consultation, as well as 
an opportunity to collaborate on governance process and structures. 

As mentioned earlier, Manito Aki Inakonigaawin, or Grand Council Treaty #3’s Great Earth Law, is 
an important bridge between Indigenous inherent rights and responsibilities to Treaty #3 territory 
and current laws and policies that impact the energy sector in Ontario. Laws such as this have 
often been developed over a thousand years for both internal and external purposes by Treaty #3 
and represent an opportunity for government to work more collaboratively with Indigenous 
communities to align the interests of First Nations and proponents. 

Any creation or establishment of energy planning entities should include Indigenous 
representation to ensure Indigenous perspectives are meaningfully included across all levels of 
energy planning. The creation of new planning entities also offers an opportunity to explore 
collaborative governance approaches with Indigenous communities. 
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4.11 RECOMMENDATIONS 
The Panel has four core recommendations to advance meaningful Indigenous participation and 
partnerships in the clean energy economy. Several other recommendations throughout this 
report identify actions to support Indigenous communities and enable effective participation. 
Please refer to the complete list of recommendations at the end of this report. 

Recommendation 19: The government should support meaningful Indigenous participation in the 
clean energy economy through consistent and larger scale capacity-building initiatives, 
including: 

a. The development and expansion of Indigenous-led and community-driven capacity-
building initiatives 

b. Stable and flexible capacity funding to facilitate meaningful Indigenous consultation and 
engagement with the Ministry and proponents on energy planning and project 
development  

c. Expansion of the IESO’s Indigenous Energy Support Program (including increasing 
program budget overall, increasing funding for designated energy champions, wrap-
around community supports, and flexible program delivery) 

d. Tailored and accessible learning resources to enhance understanding of Ontario’s evolving 
energy system, and improve Indigenous participation in community, regional and 
provincial energy planning, as well as technical planning discussions 

Recommendation 20: The government should advance economic reconciliation through flexible 
financing models and mechanisms that incentivize Indigenous project ownership across small, 
medium, and large-scale energy projects. This could include: 

a. Expansion of the Aboriginal Loan Guarantee Program and development of other programs, 
following an assessment of any barriers to program access 

b. Opportunities to align funding and cost-sharing agreements, where possible, with the 
federal government and other provincial governments in Canada, as appropriate 

c. Opportunities to pilot emerging, flexible financing instruments/mechanisms, such as the 
use of Indigenous-value themed bonds 
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d. Review of current energy agency frameworks, including regulatory and procurement 
policies, to identify opportunities to improve flexibility and enhance Indigenous project 
ownership 

Recommendation 21: To improve embedded governance participation, the government should 
amend the enabling statutes of the IESO and OEB to ensure Indigenous representation on the 
Boards of Directors. 

Recommendation 22: The Ministry of Energy should review its current resources to enhance the 
Ministry’s capacity to meet the demand of electrification and the energy transition, including: 

a. Appropriate resources to the Indigenous Energy Policy Unit to support proactive 
relationship-building and increases to the volume of engagement and consultation with 
Indigenous communities.  

b. Continued dedicated policy and legal expertise to support the Ministry’s early engagement 
and consultation work, such as,  

o Responding to and addressing community concerns 

o Understanding the spectrum of engagement and consultation 

o Identifying impacted communities for engagement and consultation 

o Delegating procedural aspects of consultation where appropriate 

o Ensuring that the Ministry has diligently discharged its constitutional obligations 
under the Duty to Consult 
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5. PLANNING FOR 
ELECTRIFICATION AND THE 
ENERGY TRANSITION 
High-level, strategic policy direction is the strongest and most critical contribution government 
can make to energy planning. Empowered with a mandate to govern and accountable to the 
electorate, government has both the authority and the responsibility to make strategic decisions 
and set policy objectives. This responsibility becomes yet more critical in navigating the energy 
transition. Government must take and execute critical decisions to provide the right environment 
for alignment of the social and economic forces that will carry out the vast amount of the work 
necessary to transform the energy system. In Ontario’s energy transition, the focus on a 
commitment to a clean energy economy should act as the common focal point to mobilize and 
align these forces. 

The term ‘clean energy economy’ has been broadly adopted to advance policy conversations 
about electrification and the energy transition. It has been used as a guide for policy analysis by 
organizations like the International Energy Agency (IEA), the Organization for Economic 
Cooperation and Development (OECD), the United States (U.S.) Department of Energy, the Natural 
Resources Defense Council and the United Nations, as well as other government and non-
governmental organizations around the globe. Despite its broad adoption, there is no single 
definition of the term. 

The Pew Charitable Trust, a leading U.S. think tank with a deep understanding of consumer and 
public opinion, developed a definition that has subsequently been used by a broad cross-section 
of energy sector organizations. According to Pew, a clean energy economy “generates jobs, 
businesses and investments while expanding clean energy production, increasing energy 
efficiency, reducing greenhouse gas emissions, waste and pollution, and conserving water and 
other natural resources.” The clean energy economy therefore maximizes prosperity and enables 
economic competitiveness and growth while using resources wisely and developing sustainable 
supply, delivery and consumption of energy. 

Much of the world – including many of Ontario’s major trading partners – has committed to 
achieving economy-wide carbon neutrality by 2050. Net zero pledges now cover 90 percent of 
global gross domestic product (GDP). In the context of this shift, outlined in more detail in 
Section 2 above, the Panel recommends that Ontario adopt a strategic approach to economic 
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and energy policy that contributes to the global climate solution and thereby sets the province up 
to succeed and prosper in the emerging global clean energy economy. 

Throughout its engagements, the Panel heard that the energy sector will require a clear vision to 
guide long-term planning and decision-making, ensuring that the energy transition is properly 
coordinated and paced to maintain energy reliability and affordability, enhance economic 
competitiveness, and prioritize reconciliation with Indigenous communities, as well as meeting 
other economic and social objectives. Government must play a critical leadership role in the 
process of coordinating and balancing the significant distribution-level development and 
demand-side fuel switching with the required bulk, supply-side infrastructure development. 
Importantly, increases in the demand for electricity must be paced in a way that aligns with the 
capabilities of the energy delivery system for power and gas. All of this will need to be 
accomplished in a collaborative manner, including and incorporating the perspectives and 
participation of Indigenous and non-Indigenous communities and energy sector stakeholders. 

5.1 THE IMPORTANCE OF POLICY CLARITY 
Government’s overarching policy direction must be clear. The Panel heard consistently from a 
broad range of stakeholders that it is the provincial government’s role to establish a roadmap for 
the energy transition with long-term commitments, clear objectives and targets, and integrated 
cross-sectoral strategies. Sending a clear policy signal, with specific objectives and future-
oriented strategies for achieving them, will provide much-needed certainty to guide energy 
planning, policy, investment and regulatory decision-making, and enable Ontario’s economy to 
benefit from a supportive and clear investment environment. Investors, buoyed by government’s 
strong commitments and clear policy direction, can have more confidence to make the 
significant capital investments required to transform the energy system. This is a key action the 
government can take in lowering the cost of doing business in Ontario and ensuring the 
province’s future prosperity. 

The central importance of overarching policy clarity in the management of the energy transition 
has been advocated by other entities both inside and outside the province. The Independent 
Electricity System Operator’s (IESO’s) Pathways to Decarbonization report, for example, states 
that “Policy certainty is a must.” The report observes that provincial policy has the potential to 
“govern the direction of industry, business and consumer behaviour.” Clear and certain policy 
direction is thus “vital to enabling investment in infrastructure, conservation and demand 
management (CDM), next-generation technology and decarbonization” and is “a prerequisite for 
decarbonization at scale.” Similarly, the Intergovernmental Panel on Climate Change’s March 
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2023 report states that effective climate action is enabled by political commitment, clear goals, 
and coordination across multiple policy domains. This clarity is crucial not only for achieving 
decarbonization goals, but also for maintaining consumer trust and enhancing economic 
prosperity throughout the energy transition. Clarity and consistency can build confidence and 
unlock private sector investment and consumer action, both of which will be crucial in 
constructing a clean energy economy. 

5.2 AN ECONOMY-WIDE VISION 
Government’s overarching policy direction must be holistic and provide an economy-wide vision 
for the energy transition. A niche approach focusing only on the energy sector would fail to 
consider the central role energy plays as an enabler of all economic activity and its singular 
importance in the everyday operations of modern life. The transition to a clean energy economy 
will therefore require a policy commitment across government. 

Recommendation 1: To provide clear direction for Ontario’s energy and economic future, the 
provincial government should develop and communicate a commitment and associated policy 
principles for achieving a clean energy economy for Ontario by 2050. 

This commitment, and policy principles that would define the parameters by which decisions will 
be made, should be embedded and integrated across all ministries in a manner that ensures 
policy consistency, alignment of decision-making, and accountability mechanisms.  

5.3 ALIGNMENT ACROSS POLICY AREAS 
Energy use is affected and shaped by policy decisions in nearly every domain of provincial policy. 
Economic development, job creation and trade policy may influence the growth of new energy-
intensive industry, including when and where new large industrial loads materialize. Housing 
policy influences how much energy is required in different geographic regions and when 
expansions of energy infrastructure might be required to support growing communities. 
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Other areas of policy development may not have a direct and significant impact on energy 
consumption but nevertheless influence the demands and complexities of an economy-wide 
energy transition in other ways. Labour, training and skills development policy can affect the 
availability of the skilled labour required to install critical energy infrastructure and operate 
technologies necessary for electrification and decarbonization. Policy related to the mining 
industry may affect both the demand for energy in remote northern Ontario communities and the 
availability of minerals and materials critical to electrification and energy transition. 

In many cases, these policy influences are complex and inter-dependent, linking different policy 
areas in relation to energy consumption. For example, land-use planning and housing policy 
affect the density of communities and thus the transportation options for residents, which in turn 
influences what and how much energy is required to fulfill the community’s transportation needs. 
As a result, energy needs and use patterns differ significantly according to where people live and 
work and how communities get developed.  

These complex policy relations underscore the need for a holistic approach to energy planning 
that not only integrates different forms of energy but is embedded in cross-governmental 
operations of policy development. The transition to a clean energy economy requires that 
government ministries think deeply about the implications of their policies and collaborate to 
develop policies that are not at cross-purposes. It will require integrated planning and decision-
making in the way that we plan communities, build transportation infrastructure, conduct 
economic development and finance public spending. It is therefore crucial to have collaboration 
and coordination across ministries and policy areas – not work at cross-purposes. Only then will 
we be able to align and effectively mobilize the social and economic forces that will make the 
energy transition happen. 

Recommendation 2: The provincial government should convene an internal clean energy 
economy planning and implementation body, such as an existing committee of Cabinet.  

a. This body would be responsible for ensuring alignment across sector strategies (such as 
industrial and economic development strategies, transportation, building/housing, 
agriculture, mining, and land use planning, including project development processes such 
as permitting, siting and funding) and ensuring that sector strategies are evaluated 
through an energy lens. 
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b. As part of the shared responsibility across governments to coordinate and contribute to 
the energy transition, the government should provide all relevant ministries with clear 
mandates to contribute, in their domains, to a well-coordinated energy transition.  

c. Relevant ministries should develop measurable key performance indicators (KPIs) to align 
their sectoral strategies and policies with the imperatives of the energy transition in 
Ontario. 

5.4 ALIGNMENT WITH PARTNER JURISDICTIONS 
This fundamental interdependence also highlights the need for inter-governmental coordination 
and collaboration. The Panel heard from stakeholders that alignment on broad goals, objectives 
and key programs would be crucial to ensure that different orders of government are not working 
at cross-purposes. Inter-governmental alignment provides greater clarity for consumers and 
businesses on their energy use decisions and for investors to raise capital and facilitate economic 
growth and the development of new jobs.  

Working across governments may also reveal shared objectives and help find the most effective, 
efficient and mutually beneficial solutions for shared energy challenges. For example, the 2023 
federal budget introduced or expanded five Clean Investment Tax Credits (ITCs), including 
credits for clean electricity generation, storage and transmission, clean technology 
manufacturing, clean hydrogen, carbon capture, utilization and storage (CCUS) and clean 
technology. These ITCs – which are expected to total over $60 billion over the coming decade – 
are intended to incentivize clean economy innovation in the private sector, support economic 
growth and create jobs. The Canadian Climate Institute has estimated that Ontario could be 
eligible for $7.1 billion in funding from the Clean Electricity ITC alone. As federal-provincial 
conversations evolve, alignment between the province and the federal government on objectives 
or on the conditions to be met to receive the credit could help the province attract investments 
that support the ultimate objective of building a clean energy economy.  

Stakeholders generally recommended that Ontario commit to targeting a net zero emissions 
economy by 2050 and that Ontario policies, planning and regulations align with a 2035 net zero 
electricity grid to align with commitments made by the federal government and the United 
States. The Panel heard that such targets would provide policy clarity to investors and businesses 
and enable further investments in clean energy technologies. 

Alignment on strategic priorities may also be beneficial in economic and trade relationships. 
Three of Ontario’s largest U.S. trading partners – Michigan, Illinois and New York – have set strong 
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targets for emissions reductions. Michigan has an Executive Directive aiming to achieve a 28 per 
cent reduction below 2005 levels in greenhouse gas emissions by 2025 and economy-wide 
carbon neutrality no later than 2050.  Illinois has committed to achieving net zero greenhouse 
gas emissions statewide by 2050 and has developed a detailed Climate Action Plan to achieve 
that objective. New York has a statutory target to reduce economy-wide emissions by a minimum 
of 85 percent from 1990 levels by 2050. Ontario’s three largest interprovincial trade partners have 
also set a goal of net zero economy wide emissions by 2050. Quebec has set a policy target to 
achieve carbon neutrality by 2050, British Columbia has committed to achieving net zero carbon 
pollution by 2050, and Alberta’s Emissions Reduction and Energy Development Plan includes an 
aspiration to reach carbon neutrality by 2050. At the international level, Ontario’s largest global 
trading partners, including the U.S., European Union (EU), and China, have set national emissions 
reduction targets. The U.S. has committed to a policy target of achieving net zero emissions by 
2050. The EU aims to achieve net zero greenhouse gas emissions by 2050 at the latest, with 
negative emissions thereafter. This target has been enshrined in the EU’s Climate Law passed in 
2021. China developed a policy commitment to reach carbon neutrality before 2060. These 
jurisdictions account for the vast majority of Ontario’s interprovincial and international trade, and 
their commitments to decarbonization represent a significant strategic consideration for the 
future of the province’s export growth and economic development. 

It is in Ontario’s best interest to align with these partner jurisdictions on strategic policy directions 
related to the clean energy economy. Alignment on strategic objectives creates further 
opportunities for trade and investment through, for example, the province’s Strategic Investment 
and Procurement Agreements (SIPAs) with U.S. states. For example, Ontario recently reached an 
agreement to deepen the longstanding economic relationship with Michigan through an 
Economic Cooperation Memorandum of Understanding that will support trade and investment 
initiatives in priority areas like electric vehicles and related supply chains. Aligning with partner 
jurisdictions on a commitment to a clean energy economy thus eases the frictions of cross-
border trade and investment, opening up opportunities, bolstering economic prosperity and 
creating jobs. 

Recommendation 3: The provincial government should continue to seek alignment and 
coordination of clean energy economy objectives, standards and policies with other governments 
(within and outside Canada) whenever practical and consistent with the province’s economic and 
policy interests.  
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This alignment and coordination should include, but need not be limited to:  

a. Pursuing strategic policy alignment on key priorities for economic and energy 
development 

b. Engagement with the federal government and taking the necessary policy actions to 
ensure Ontario can access federal funding opportunities (e.g., federal investment tax 
credits) 

c. Coordination and collaboration with the federal government to streamline and provide 
greater clarity, predictability and timeliness of project approvals and clear delineation of 
responsibilities 

d. Engagement with Canada and neighbouring provinces and states, directly and through 
agencies, to pursue the mutually beneficial integration of energy systems (including 
electricity markets and interties) to advance energy transition objectives 

e. Pursuing opportunities to enhance cross-jurisdictional coordination and alignment of 
energy-related codes and standards with the objective of reducing regulatory burden while 
maintaining a position of leadership in regulatory innovation  

f. Engagement with municipalities to ensure they are aligned with and supported in the 
energy transition, including support for Comprehensive Local Energy Planning (see 
section 5.8) and requiring local utilities and municipalities to engage and collaborate on 
energy planning matters 

5.5 A LONG-TERM VISION FOR THE ENERGY 
SECTOR 
A commitment to constructing a clean energy economy will set the broad, overarching objective 
and target for Ontario’s economy. The energy sector will require a more focused and sector-
specific vision for the evolution of Ontario’s energy system.  

Some jurisdictions have undertaken to develop a “Scoping Plan” or “Master Energy Plan” for 
government to deliver the energy policy needed to guide electrification and the energy transition. 
These plans go beyond traditional electricity and natural gas system demand/supply plans and 
serve as an economy-wide roadmap to decarbonization and economic development in the shift to 
a global clean energy economy. They articulate broad strategies for energy transition and seek to 
tie together energy production and consumption across all sectors of the economy, with 
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consideration for policy goals like affordability, economic development and efficiency. Plans 
include recommendations such as legislative changes, regulatory policies, fuel switching 
programs, and affordability and equity programs, as well as funding models.  

For example, New Jersey developed a 2019 Energy Master Plan: Pathway to 2050 (EMP). The plan 
was developed by the state’s Energy Master Plan Committee. The 2019 EMP represents “an 
innovative, systematic, and inter-agency approach that, for the first time, holistically considers 
the complete energy system in New Jersey, including electricity generation, transportation, and 
buildings, and their associated greenhouse gas emissions.” It spans multiple economic sectors 
and includes rigorous objectives to achieve 100 percent carbon-neutral electricity generation and 
a maximum electrification of the transportation and building sectors, along with a detailed 
roadmap with seven main strategies to reach those objectives. 

Similarly, New York released a Scoping Plan in 2022, developed by the state’s Climate Action 
Council. The 2022 plan “recommends actions that advance the requirements of the Climate Act 
both within and across economic sectors,” including transportation, buildings, electricity, 
industry, agriculture, forestry, and waste, and touches on topics such as land use, local 
government, adaptation and resilience. It provides both sector-specific and economy-wide 
recommendations oriented towards objectives of climate change mitigation, justice, economic 
opportunity and long-term job creation.  

In May of 2023, the United Kingdom’s Department for Energy Security and Net Zero issued a 
proposed Strategy and Policy Statement for Energy Policy in Great Britain document for 
consultation. The document “sets out the government’s strategic priorities and other main 
considerations of its energy policy,” including the policy outcomes to be achieved and the roles 
and responsibilities of entities involved in the implementation of that policy. The document also 
identifies three priority objectives for energy policy: enabling clean energy and net zero 
infrastructure, ensuring energy security and protecting consumers, and ensuring the energy 
system is fit for the future.  

The Panel sees a critical need for Ontario to develop a comprehensive energy transition policy 
vision to guide the provincial energy sector toward a clean energy economy. Such a vision would 
consider the generation, transmission, distribution, consumption and conservation of energy 
across end-uses in the province. A comprehensive approach is necessary to manage vast 
changes to provincial energy infrastructure and support a cost-effective energy transition that 
prioritizes affordability, reliability and economic development. The significant fuel switching at the 
end-user level and the necessary build-out of the electricity system is a highly complex 
undertaking that will need to be paced and balanced using a clearly articulated set of values and 
principles outlined in an energy transition vision. 
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Such a vision will need to account for uncertainties and learning along the way. New Jersey’s 2019 
EMP, for example, notes that its planning reports are “designed to be living documents to be 
continually reassessed, remodeled, and reprioritized as early objectives are achieved and newly 
emerging pathways mature.” As technologies, processes and systems evolve, it will be necessary 
to review and revise system-wide plans. Ontario’s long-term vision will need to be iterative and 
ongoing, evolving as the sector and its core technologies and processes evolve. 

Recommendation 4: To enact the clean energy economy policy commitment, the Ministry of 
Energy should develop and communicate an energy transition policy vision that is inclusive of 
Indigenous perspectives and informed by clean energy economy policy principles. 

The vision should outline clear strategic priorities, action-oriented objectives, acceptable trade-
offs, and policy outcomes for energy production, transmission, distribution, and end-use shifts 
(such as transportation and buildings) to an electrified and low-carbon economy by 2050.  

5.6 INTEGRATED LONG-TERM ENERGY PLANNING 
Government’s long-term vision for the transformation of the energy sector will need to be 
operationalized, managed and delivered through a renewed and expanded long-term energy 
planning process. Throughout its engagements the Panel heard that government needs to lead 
the way in planning for electrification and the energy transition by setting high-level objectives 
and providing clear and stable policy direction, while technical energy planning should be carried 
out independently, with effective oversight and accountability for planning outcomes. Long-term 
planning must be coordinated and integrated, considering the relationship between electricity, 
gas and other fuels in a holistic way and examining all the resources available, as well as 
coordinating with municipal and community energy planning. The process must include 
meaningful engagement with Indigenous partners at the earliest stages of development, and 
continued inclusion through the project planning, execution and operations phases. Stakeholders 
expressed the need for a robust, transparent and accountable planning process that provides 
policy certainty and prioritizes reliability, affordability and customer choice while ensuring 
adequate power supply to meet the needs of an electrifying economy. 

This section of the report focuses on the key role the government plays in setting the goalposts 
for integrated planning. Recommendations for how integrated planning should apply to the 
specific roles of the IESO and the Ontario Energy Board (OEB) and what role electricity and 
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natural gas distributors play in a better coordinated system are developed in the following 
Section 6 – Governance and Accountability. 

As new opportunities and options emerge through electrification and the energy transition, 
integrated planning becomes more important and grows in complexity. Coordinating electricity 
and natural gas system planning, and possibly other fuels, requires expanding communication 
structures and strategic optionality across the energy system. But the energy transition adds 
other dimensions in which an integrated perspective is needed. This involves thinking across and 
understanding the linkages between end-use sectors, such as appliances, transportation, 
industrial and building heating. Technological advancements have also opened up new 
opportunities for distributed energy resources and flexible demand (some with the ability to fuel-
switch in response to market signals) to play an increasingly important role. As a result, planning 
will also require better integration and awareness between bulk generation, transmission and 
distribution levels of the system. Finally, energy planning will require increased integration across 
levels of government to ensure policy signals are well-aligned to encourage effective private 
sector action. 

Much of the feedback the Panel received echoed input to the Ministry of Energy in its 2021 
engagement on the reform of Ontario’s long-term energy planning framework, when the Ministry 
began the process of reviewing the province’s long-term energy planning framework to ensure 
that decision-making aligned with the core principles of effectiveness, transparency, 
predictability, accountability and ratepayer protection. Stakeholders emphasized the need for 
clear, high-level government policy direction, the importance of integrated, independent 
planning that considers all fuels and resources, the importance of planning oversight and 
accountability, and the need for enhanced stakeholder and public participation. The congruence 
of stakeholder feedback on these two engagements demonstrates the clear priorities and needs 
of the sector. 

The Panel heard a variety of perspectives regarding which entity should lead long-term energy 
planning, or indeed whether a new entity should be created for this specific purpose. Some 
stakeholders expressed interest in expanded roles for existing energy sector players/agencies 
(Ministry of Energy, OEB and/or the IESO). Some stakeholders argued that a new entity (and/or 
new process) was required to break down policy and sector siloes, while others believed that the 
Ministry of Energy, the OEB, and the IESO could undertake this task.  

The Panel’s jurisdictional review revealed that all jurisdictions recognize the need to undertake 
integrated planning and have taken a diversity of organizational approaches in that direction. 
Some are establishing and empowering independent entities of various forms to develop long-
term energy plans, while others are building on existing institutional arrangements. Importantly, 
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there is no model that can yet be classified as successful as all jurisdictions are in the early stages 
of moving towards integrated planning.  

Against this backdrop, the Panel believes that at the current moment, strengthening cross-sector 
coordination and preparing for electrification and the energy transition is best achieved by 
carefully modifying the existing institutional framework in which the Ministry of Energy continues 
to lead energy planning. The OEB and IESO are not equipped, nor should they be expected to 
undertake, the development of a plan linking all sectors of the economy or to make key 
directional decisions on broad public policy matters, such as the use of public financing, the 
future role of the natural gas network in Ontario’s energy mix, land use planning, or future 
building and construction standards. Likewise, the Panel does not believe a new planning entity 
should be created at this time as it would add to the complexity and time needed to begin 
undertaking integrated planning in the province.  

The Panel believes that the OEB and IESO have crucial roles to play in enabling electrification and 
the energy transition. However, the OEB's core focus should remain on its economic regulation 
and consumer protection responsibilities, and the IESO’s primary focus should remain on 
effective management, coordination, technical planning and oversight of Ontario's bulk electricity 
system and wholesale markets. Government has both the mandate and the responsibility to build 
public trust in energy policy and balance the vast array of inherently political trade-offs required 
in developing long-term energy plans. 

Recommendation 5: The Ministry should develop and release, on a regular cycle, an integrated 
long-term energy plan that will guide Ontario’s development of technical energy plans, strategies, 
and actions to support the transition to a resilient and affordable clean energy economy.  

The plan should provide actionable and measurable guidance and policy direction, as well as 
regulatory recommendations and legislative revisions (as needed) across electricity, natural gas 
and other fuels on the production, transmission, distribution, consumption, and conservation and 
demand management of energy. 

a. The plan can be developed within the existing legislative framework and should allow for 
broad input, while allowing for timely and effective planning and decision-making. 

b. The planning process should include support and alignment for reconciliation with 
Indigenous peoples.  
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c. The planning process should encourage good communication on policy alignment and  
regulatory policy development across the ministry, IESO and OEB, while respecting each 
organization’s distinct roles. 

d. Both the integrated long-term energy plan and subsequent technical planning should be 
undertaken at pace and be based on dynamic and iterative analyses using scenarios. 

e. The planning process should be inclusive and support energy consumers of all types, 
including vulnerable consumers. It should be participatory and deliberative to build a 
broad support for the energy transition, a focus on economic opportunity and 
competitiveness, equity and distributional impacts, and environmental and health benefits. 

5.7 POLICY DIRECTION ON NATURAL GAS 
Natural gas is an important resource fulfilling three main essential and distinct functions in 
Ontario’s energy system today. As a fuel for electrical power generation, natural gas plays a 
critical role in providing dispatchable balancing and peaking services. As a fuel for space and 
water heating, natural gas has long been the cheapest option and has been adopted by the vast 
majority of Ontario households. Finally, as a source of industrial process heat and a feedstock for 
production in the chemical industry, natural gas plays an important role in supplying cost-
competitive energy and material inputs. Today natural gas makes up almost 40 per cent of 
Ontario’s energy mix. 

Yet today, Ontario faces a fundamental conundrum with regard to the future of this resource. 
There are growing indications that it is unlikely that the natural gas grid can be decarbonized 
while continuing to deliver cost-effective building heat. There is growing doubt that it will be 
possible to replace the vast quantities of fossil fuel natural gas used today with clean alternatives, 
such as renewable natural gas (RNG) or hydrogen, in a cost-effective manner. Likewise, it is no 
longer clear that natural gas is the cheapest way to heat buildings, and customers may begin 
choosing to disconnect from the natural gas distribution system in the mid-term. This leads to a 
real risk of economically stranding the rate-regulated distribution assets used for home heating, 
with significant risk to customers, investors, and public finances.  

At the same time, there is mounting concern that increasing electricity demand – whether for 
building heat or in other parts of the economy (transportation, industry) – will strain the 
capabilities of the grid to deliver reliable affordable power. For example, in Ontario, replacing the 
582 petajoules of natural gas for space and water heating (representing 22 per cent of Ontario’s 
final energy demand, 2021 numbers) with electricity is a substantial undertaking, requiring a large 
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amount of additional supply, along with the transmission and distribution infrastructure needed to 
deliver it. This is fundamentally a challenge of pacing: pacing the rate of increase in electricity 
demand with the rate at which new electricity supply can come on stream. In the years to come, 
the natural gas delivery system can play a strategic role as a source of affordable reliable energy, 
whether through hybrid heating or other means of optimizing the electricity and gas delivery 
systems for the clean energy economy. Which approaches make the most sense from a clean 
economy perspective will differ from one part of the province to another (region to region, 
community to community). 

Governments and regulators in other jurisdictions have identified this medium to long-term risk 
and are developing plans for a well-managed long-term transition that would protect customers, 
provide clear signals to investors and focus natural gas system resources in the most efficient and 
effective manner. In the long term, this could be balanced with a manageable and realistic 
amount of hydrogen, RNG or fossil gas with CCUS for such priority areas as electricity generation 
for reliability and backup purposes and hard to decarbonize industrial applications. 

New York, in its Scoping Plan, states that “a well-planned and strategic transition of the gas 
system will require coordination across multiple sectors” and that “integrated planning will ensure 
the transition is equitable and cost effective for consumers without compromising reliability, 
safety, energy affordability, and resiliency.” At the same time, New York states that “it is important 
that the strategic transition to a decarbonized gas system in New York State does not impose 
undue cost burdens on customers who currently rely on this fuel for home heating, especially 
those who can least afford cost increases.” Similarly, Massachusetts’s Clean Energy and Climate 
Plan for 2050 stated that in 2023 the state will undertake work on “defining long-term policy 
directions to manage the future of the natural gas distribution system.”  

It is clear natural gas will continue to play a critical role as a source of energy in the province for 
the short and medium-term. The medium to long-term future of the cost-effective use of natural 
gas is less certain. Detailed and iterative analyses, engagement and regulatory policy will be 
needed to effectively navigate the future role of natural gas. The OEB will play a central role in this 
process, in both its regulatory policy role and as adjudicator of utility rate applications. Directional 
policy guidance from government will be needed to enable the OEB to proactively work with 
utilities to develop a viable plan amid a well-managed transition. As the electricity planning entity, 
the IESO will play an essential part in advising government on the role of natural gas generation 
for reliability and peaking power, as well as the pacing of demand and supply to ensure the 
electricity sector is able to accommodate additional demand from fuel switching.  
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Recommendation 6: In order to provide clarity to utilities, investors and customers, the Ministry  
of Energy should provide policy direction on the role of natural gas in Ontario’s future energy 
system as part of its next integrated long-term energy plan. This policy direction should be 
consistent with the clean energy economy policy commitment and consider the various roles 
natural gas plays across the energy system. 

This policy direction will require thorough technical, policy and regulatory analysis, collaboration 
among government, sector partners, and provincial agencies and a public engagement process. 
The outcome should be to manage the system optimization and fuel switching necessary to 
achieve a clean energy economy at a pace that maintains affordable, reliable and resilient energy 
service. 

Key areas of analysis should include but not be limited to:  

a. Maximizing energy efficiency programs, with an emphasis on cost-effective measures that 
contribute to the long-term success of the energy transition (e.g., building envelope 
improvements versus appliance upgrades) 

b. Updating building and construction codes and standards 

c. Evaluating the feasibility of innovative decarbonization solutions for the natural gas system, 
including renewable natural gas, clean hydrogen, and carbon capture, utilization and 
storage 

d. Opportunities for gas system optimization, including hybrid heating 

e. Distributional impacts on Indigenous communities 

f. Distributional impacts on labour, the average energy consumer, rural and remote 
communities, and vulnerable communities 

g. Complexities and challenges of industrial fuel switching and implications for economic 
competitiveness 

h. Feasibility of alternatives for dispatchable natural gas as a reliability and peak power 
resource 

i. Opportunities, options for, and consequences of strategic decommissioning or right-sizing 
of natural gas infrastructure in the long term 
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5.8 COMPREHENSIVE LOCAL ENERGY PLANNING 
Local governments will play a key role in achieving a successful clean energy economy in Ontario. 
They must be enabled to contribute to and take responsibility for their specific energy objectives. 
Municipalities, communities, and local businesses must continue to be committed to thinking 
about their energy needs holistically. As reflected in the input the Panel received, local 
governments want to play their role in addressing climate change, energy affordability and, by 
developing local energy sources, build community commitment.  

Establishing a strong link between local and municipal planning with regional and distribution 
sector energy planning has been a long-standing challenge. That said, there is important work 
underway to strengthen local energy planning and linkages to regional planning: 

• The OEB completed its Regional Planning Process Review in August 2023 (Overview of 
Outcomes). As part of the Review, the Regional Planning Process Advisory Group (RPPAG) 
developed two reports, “Recommendations to Improve Ontario’s Regional Planning 
Process” in December 2021 and “Improving the Electricity Planning Process in Ontario: 
Enhanced Coordination between Municipalities and Entities in the Electricity Sector” 
(December 2022), which emphasized the need for enhanced coordination between local 
distribution companies (LDCs) and municipalities. 

• As the lead entity in regional electricity planning, the IESO regularly coordinates with and 
engages municipalities, Indigenous communities, individuals, and business groups. IESO 
also supports First Nation and Métis communities and organizations to develop community 
energy plans through the Indigenous Community Energy Plan program. 

Many local governments in Ontario have developed detailed and ambitious strategies to address 
climate change, transform their municipal energy systems, conserve energy, and reduce both 
corporate and total greenhouse gas emissions.  

Oxford County’s 100% Renewable Energy Plan is a community-wide initiative that lays the 
groundwork for the county’s goal of achieving 100 per cent renewable energy by 2050. The 
municipality is planning to introduce renewable energy projects across the county and set 
emissions reduction targets every five years. Similarly, the City of Ottawa’s Climate Change 
Master Plan outlines a framework for how Ottawa will transition to a clean, renewable, and 
resilient city by 2050. ReCharge Hamilton, a Community Energy and Emissions Plan from the City 
of Hamilton, is a major component of the city’s long-term plan to decarbonize by 2050. The plan 
prioritizes innovative actions that increase energy efficiency of industrial processes, transform 
buildings to be more energy efficient and encourage fuel switching, decarbonize the city’s transit 
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fleet, and promote renewable energy generation. Hamilton Community Enterprises provides 
building heating and cooling solutions and has proposed “Canada’s Thermal Corridor” that could 
connect heating demand across the Greater Toronto and Hamilton Area with waste heat sources, 
such as from Hamilton’s heavy industry.  

TransformTO, the City of Toronto’s Net Zero Strategy to reduce community-wide greenhouse gas 
emissions in Toronto to net-zero by 2040, lays out the groundwork for a community energy 
planning process that considers energy early in the land-use and infrastructure planning process, 
and identifies opportunities to integrate local energy solutions at a building or neighbourhood-
scale. The City of Toronto is collaborating with Toronto Hydro, which has developed a Climate 
Action Plan to support the objectives of TransformTO.  

Many other municipalities have adopted or developed similar plans, often with assistance from 
Ontario’s Municipal Energy Plan program. These municipal plans emphasize the importance of 
alignment with provincial and federal governments to promote energy conservation and enable 
local renewable energy generation. That said, plans are not always fully costed and do not 
account for electricity or natural gas rate implications. While empowered to shape crucial 
systems of energy consumption, municipal governments often face challenges, such as limited 
financial and staff resources, jurisdictional barriers, and conflicts with regulatory requirements. As 
such, the Ontario government should play a major role in facilitating, resourcing and enabling 
energy system transformation at the municipal level. 

Recommendation 7: To ensure municipalities, communities and local businesses are in the best 
position to participate in energy decision-making and take responsibility in pursuing their energy 
transition objectives, the Ministry of Energy should develop a strengthened framework for local 
energy planning and decision-making and take steps to facilitate its implementation. The goal 
should be to develop mature Comprehensive Local Energy Planning processes through which 
communities can effectively contribute to Ontario’s energy transition in ways that suit their needs 
and reflect their local strengths, opportunities, and priorities. Developing Comprehensive Local 
Energy Plans with transparency on cost implications and rate impacts can help to align 
community planning with provincial policy objectives.  

As part of Comprehensive Local Energy Planning, communities should establish a table for 
aligning and resolving key policy issues and priorities – e.g., housing, transportation, land use 
planning and energy – in a way that uses municipalities’ leadership role and engages them to take 
responsibility for their own commitments (e.g., on climate) and within their own domain. The 
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provincial government should ensure that municipalities have the support, capabilities and 
resources to carry out this work.   

Engagement on Comprehensive Local Energy Planning must involve a broad set of local interests 
and stakeholders, including electric and gas distribution utilities. The outcome of the process will 
form an important input into technical electricity and gas distribution planning and IESO-led 
(regional) planning, respectively. This process would not replace the existing IESO-led Regional 
Planning process, which is very technical and should remain so, albeit with broader input from 
gas utilities and other local planning entities. 

The Ministry of Energy and the Ministry of Municipal Affairs and Housing should coordinate to 
ensure that the province and municipalities are aligned on land-use planning as it relates to 
energy infrastructure, and to determine how to best support municipalities in leveraging support/ 
incentives from the province/federal government to support economy-wide decarbonization. 

5.9 INDIGENOUS PARTICIPATION IN ENERGY 
PLANNING AND GOVERNANCE 
As elaborated in Section 4 of this report, moving towards a clean energy economy represents an 
opportunity for government to collaborate with Indigenous partners on shared decision-making 
and synergetic governance models, including Indigenous participation on boards of directors and 
joint committees.  

Ongoing capacity funding to enable early and meaningful Indigenous participation is critical to 
address the unique barriers that prevent full Indigenous participation in energy planning and 
decision-making. While efforts to build capacity can take time to increase communities’ technical 
energy and systems knowledge, government and the sector must create space for Indigenous 
perspectives throughout energy and technical planning discussions.  

Capacity-building also requires a renewed commitment from government and the sector to build 
their internal capacity, including enhancing Indigenous cultural competency, building greater 
awareness and understanding of community engagement protocols, governance structures, and 
the ability to clearly demonstrate how policy development and decision making are informed by 
Indigenous perspectives. 

For a more comprehensive discussion of Indigenous participation in energy planning, please refer 
to Section 4 of this report. 
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Recommendation 19: The government should support meaningful Indigenous participation in the  
clean energy economy through consistent and larger scale capacity-building initiatives, 
including:   

a. The development and expansion of Indigenous-led and community-driven capacity-
building initiatives 

b. Stable and flexible capacity funding to facilitate meaningful Indigenous consultation and 
engagement with the Ministry and proponents on energy planning and project 
development   

c. Expansion of the IESO’s Indigenous Energy Support Program (including increasing the 
program budget overall, increasing funding for designated energy champions, wrap-
around community supports, and flexible program delivery)   

d. Tailored and accessible learning resources to enhance understanding of Ontario’s evolving 
energy system, and improve Indigenous participation in community, regional and 
provincial energy planning, as well as technical planning discussions 

Recommendation 21: To improve embedded governance participation, the government should 
amend the enabling statutes of the IESO and OEB to ensure Indigenous representation on the 
Boards of Directors.   

5.10 ONGOING AND TRANSPARENT EXTERNAL 
ADVICE 
As discussed in previous sections, navigating the energy transition over several decades in an 
effective and efficient way that enables Ontario to prosper and stay competitive requires strategic 
foresight and adaptation, alignment and coordination across economic sectors and, perhaps 
most importantly, a long-term perspective to maximize policy clarity in line with long-term 
investment cycles. Many jurisdictions have established special bodies to keep momentum and 
overall stability beyond electoral cycles, mitigate policy uncertainty, and ensure energy policy 
and planning are informed by high quality advice.  

Such bodies range significantly in scope, membership, transparency and authority, with some 
being purely advisory, others having important responsibilities for planning and execution, while 
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still others play more of an audit and accountability function. For example, the British Columbia 
government established the Climate Solutions and Clean Growth Advisory Council (now the 
Climate Solutions Council) in 2017 to provide strategic advice to the government that “supports a 
steady and committed approach to climate action that drives down emissions, increases 
economic opportunities and improves community resilience.” The Council has fifteen members 
from the public, for-profit and non-profit sectors, First Nations representation, as well as two ex-
officio ministry representatives. It provides advice on the government’s plans and programs. The 
federal government’s Net Zero Advisory Body, established in 2021, is similarly structured, but has 
a wider mandate to engage publicly and provide independent advice on how Canada can 
“compete and succeed in a net-zero future.” 

With more permanence and resourcing, the United Kingdom Climate Change Committee was 
established through legislation as a statutory body in 2008 to advise governments on emissions 
targets and report to Parliament on progress made. While lacking formal planning or policy 
authority, it has developed into an important voice on the basis of its high-quality and actionable 
public advice to government across a wide range of areas, such as buildings, heat pumps and 
energy efficiency, skills and labour force development, power system decarbonization, and 
infrastructure resilience. With ten members and about 40 staff, the Committee’s 2021-2022 
budget was about £4.5 million, of which £1.3 million was spent on research. 

Finally, the California Energy Commission (CEC) plays a much more extensive role in planning 
and developing California’s energy system. Established in 1975 in response to the energy crises, 
the CEC is the lead energy policy agency and works with the California Public Utilities 
Commission, the California Independent System Operator and the California Air Resources Board 
to advance comprehensive and integrated energy and climate policy, including energy innovation 
and efficiency programming. With responsibility for key energy supply, buildings and 
transportation planning, every two years the CEC develops an Integrated Energy Policy Report, 
which presents an integrated assessment of major energy trends and issues facing California’s 
electricity, natural gas and transportation fuel sectors. In the development of the Report, the CEC 
holds several proceedings to engage with relevant stakeholders. The CEC also led the 
development of California’s first three climate change impact and vulnerability assessments 
between 2006 and 2018. 

Against this backdrop, the Panel believes that Ontario would best benefit at this juncture from an 
external advisory body that pursues research and engages with stakeholders, Indigenous partners 
and consumer groups to provide strategic advice to government in public on key questions 
facing Ontario’s energy transition. With a multi-decade focus, with members whose background 
and experience enable them to see gaps and emerging challenges in the energy system and 
governance as a whole, and by operating transparently and convening open expert discussion, an 
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Energy Transition Advisory Council would help to navigate the necessary tension between 
shorter-term political considerations and longer-term policy objectives. Impartial advice from the 
Advisory Council, informed by the broad-based experience of its members, targeted research and 
broad engagement, could help set the agenda and enable government to take necessary but 
sometimes difficult actions. Carrying out these functions would require a core staff and a secure 
engagement and research budget.  

The Panel believes that initially the Council should have advisory functions only. It would have no 
formal authority, audit, oversight or planning roles. Its influence and standing would therefore 
depend on its ability to provide high-quality, sage advice to government. Over time, government 
should evaluate whether a formal coordinating or integrated planning role is needed or whether 
the Council’s advice should carry additional legal or policy heft. Importantly, detailed policy 
development would continue to be carried out by government ministries, and overarching energy 
planning would continue to be led by the Ministry of Energy and its entities. 

Recommendation 8: To contribute long-term certainty and orientation to Ontario’s energy 
transition, the provincial government should establish an external Energy Transition Advisory 
Council to provide advice, independent of government and on an ongoing basis, on the overall 
trajectory of Ontario’s energy transition, emerging governance or energy system-level questions 
and the integration of energy planning and coordination with sectoral strategies.  

The Advisory Council should include 10-15 members across industry, Indigenous, consumer/ 
citizen, academic, finance and other pertinent expert representation, predominantly from 
Ontario, and select Canadian and international jurisdictions. Government staff, IESO, OEB and 
representatives from other key entities should be included as observers and to contribute 
technical expertise.  

The Advisory Council would have a long-term mandate and be intended to identify gaps in 
navigating the energy transition, in a purely advisory function and not duplicative of other 
planning activities: 

a. Provide thought leadership on planning and coordination across fuels and economic 
sectors and respond to government requests for advice 

b. Lead transparent engagements on key questions facing Ontario in the energy transition 
(asked by government or self-initiated) 
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c. Identify areas where research and further coordination are required and commission 
research to address key knowledge gaps. This could include advising on the development 
of future energy pathways studies and helping identify the implications of findings for the  
province. In subsequent iterations, the Advisory Council could take on additional 
responsibilities, including commissioning pathways studies on behalf of the government.  

d. Advise the government on strategies for educating, informing, and engaging the public on 
energy choices  

e. Issue reports and provide advice on the future evolution of long-term integrated planning, 
including how Comprehensive Local Energy Planning can effectively contribute to 
Ontario’s energy transition 

f. Ensure Indigenous perspectives are adequately reflected in all proceedings and reports  

g. Convene sub-committees and working groups as needed (e.g., on transportation, 
buildings, equity, rural and remote communities, municipalities, skilled workforce 
development) 

h. Provide advice on the long-term human capital and financial resource needs of entities 
involved in planning and regulating the energy system 

i. Issue a progress update on the energy transition in Ontario on a regular basis (e.g., every 
two years)   

j. Provide an annual report on its activities and advice to the government 
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6. GOVERNANCE AND 
ACCOUNTABILITY 

6.1 INTRODUCTION: DELINEATING 
RESPONSIBILITIES 
Clear policy direction, a commitment to achieving a clean energy economy and integrated, long-
term energy planning will illuminate the potential pathways for Ontario’s energy future. To 
operationalize this, the province will require a robust system of governance and accountability 
that promotes and facilitates alignment among government, social and economic forces required 
to bring about the energy transition.  

Ontario’s energy governance entities must show thought leadership and embrace the challenges 
and opportunities of electrification and the energy transition. The objective should be a system of 
governance and accountability that unlocks potential, enables innovation, fosters investment and 
encourages experimentation and reasonable risk-taking. Such a system will enable private actors 
to make innovative investments that are aligned with the clean energy economy objective, while 
protecting consumers, maintaining affordability and bolstering reliability.  

To support electrification and the energy transition, the province will need to embrace a 
regulatory framework that encourages innovation and actively supports the project of 
decarbonization. Ontario will need a technical planning regime that can move independently but 
is held accountable by effective oversight. It will need to align governance of the natural gas 
sector with government’s clean energy economy policy objectives in a manner that maintains 
affordability, reliability and protects customers. And it will need to support experimentation and 
evolution in business models that deliver energy solutions. Bolstering the existing framework of 
governance and accountability so that it can meet the challenges ahead will be crucial to 
capturing Ontario’s opportunity in this strategic moment. 

82 



ONTARIO’S CLEAN ENERGY OPPORTUNITY 
GOVERNANCE AND ACCOUNTABILITY  

6.2 ENABLING INNOVATION AND 
EXPERIMENTATION 
Electrification and the energy transition are driving significant innovation in energy technologies 
and in solutions for their deployment and management. Further innovation is required to fully 
achieve a clean energy economy. This will necessitate a regulatory environment that encourages 
innovation and experimentation and embraces change.  

In many ways, existing energy regulatory regimes are ill-equipped to deal with rapid innovation. 
They were established and designed to govern highly centralized energy systems. New 
technologies are challenging these traditional structures and opening up technical possibilities 
that did not exist when regulatory systems were first established. The advent of bidirectional flow, 
for example, challenges a regulatory system designed under the assumption that electricity flows 
only in one direction – from large generators to the consumer. Distributed Energy Resources 
(DERs) have altered how customers interact with the grid, creating “prosumers” who can both 
produce and consume electricity and actively provide grid services, not just consume them. 
Storage and the notion of using Electric Vehicles (EVs) as mobile storage units create new 
complexities in the management and pricing of energy. These new technical capabilities raise a 
myriad of challenges concerning not only the physical management of the energy system, but 
also pricing and the entry of non-traditional market participants. The new era of energy is one in 
which regulation will need to be flexible, forward-looking and able to cope with technological and 
market uncertainty.  

The Panel heard that there is a need for agency mandates that support greater consideration of 
and support for innovative technologies and solutions. The frameworks and entities charged with 
regulating and planning the system can support innovative solutions in many different ways. At 
base, providing a fair and level playing field for new and emerging solutions to compete with 
incumbent players can open doors for cost-effective innovations that could accelerate 
electrification and the energy transition. Not pursuing necessary reforms would deprive Ontario 
of cost-effective energy supply and management options that have the potential to significantly 
lower costs, accelerate movement toward the clean energy economy and enable further 
innovation.  

Some stakeholders pointed to the Ontario Energy Board’s (OEB’s) Innovation Sandbox, which 
provides regulatory space for testing new activities, services and business models in Ontario’s 
electricity and natural gas sectors, as an excellent model for encouraging innovation and 
learning, providing fast regulatory feedback and enabling reasonable risk taking by both solution 
providers and the regulator tasked with protecting customers. Many jurisdictions, primarily in 
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Europe, have implemented similar programs. Belgium, France, Germany, Italy and the 
Netherlands have developed innovation sandbox programs for the energy sector to accelerate 
innovation in technologies, services and business models, particularly those which support 
decarbonization. 

The United Kingdom’s (UK’s) Office of Gas and Electricity Markets (Ofgem), the energy regulator 
for Great Britain, developed an internal program known as Innovation Link, which supports 
innovation and experimentation, particularly in the retail energy market for low carbon products 
and services that directly benefit consumers. The program does this by guiding innovators 
through how the regulatory system may impact their proposed project and whether it may face 
regulatory barriers. Innovation Link can provide temporary derogations from various regulations 
and codes to support the development and testing of an innovative solution. The program has 
assisted in the development of energy solutions such as peer-to-peer energy trading, demand 
response with smart storage heaters and residential solar and storage. 

Singapore’s Energy Market Authority is similarly empowered to create regulations and apply 
exemptions to codes of practice, market rules and licensing conditions to support 
experimentation with innovative energy solutions. This flexible policy tool allows industry 
proponents to test new products and services while protecting consumers and also provides the 
regulator with an opportunity to frequently review how existing regulations might constrict 
emerging solutions. 

Recent amendments to the Ontario Energy Board Act have provided the OEB with the power to 
make orders that temporarily waive certain licensing requirements for innovative pilots or 
demonstration projects to facilitate innovation in the energy sector. This is the kind of 
experimentation and reasonable risk-taking that can encourage and kickstart innovative energy 
solutions and is an encouraging sign that the province is committed to supporting and facilitating 
innovation. 

An innovation sandbox (or similar policy tool) can help remove non-technological barriers to 
innovation and encourage learning-by-doing while protecting consumers. This in turn can create 
a more favourable environment for the development and scaling of innovative energy solutions 
that can support electrification and the energy transition. A review of Ofgem’s Innovation Link, 
for example, demonstrated that start-ups with innovative energy solutions used Innovation Link 
applications to signal to investors that their innovation faced no regulatory barriers.  

Special attention should be given to enabling innovative partnerships and collaboration with 
Indigenous partners. The government recently increased funding for the Independent Electricity 
System Operator (IESO) to support Indigenous leadership and capacity in the electricity sector 
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through the Indigenous Energy Support Programs. Encouraging and supporting innovation with 
Indigenous partners is an important part of ensuring communities can benefit from the energy 
transition. 

Besides direct regulatory support for experimentation, the Panel heard that innovative market 
structures, incentives, and utility business models can be enablers of electrification and the 
energy transition. Stakeholders expressed support for the continued exploration of new business 
models and the broad diffusion of learning and results, where applicable.  

Stakeholders made it clear during the engagements that while pilots are important in providing 
benefits for the Ontario system and for technology developers wanting to demonstrate their 
technology for deployment elsewhere, they are only a first step. It is crucial to move beyond pilots 
to broad adoption in order to unlock the full potential of new technologies and business models. 
To that end, IESO and OEB should regularly report on how specific pilots can be the basis for 
broad adoption, what legislative or regulatory changes would be needed, and what regulatory 
requirements that are sometimes suspended during trials need to be put in place for protecting 
customers and maintaining a competitive environment. 

While supporting these innovative technologies and business models, it is critical that the 
principal aim of customer protection is maintained. Electrification and the energy transition are 
likely to require a significant amount of technological change, including alterations and 
installations at the customer level. Installing electric vehicle chargers, deploying DERs, 
implementing storage solutions and other alterations will need to be done safely. Licensing, 
distribution, product safety, electrical code and compliance enforcement play an important role 
in enabling innovation and in ensuring customer trust and buy-in to new technologies. Safety and 
technical consistency therefore need to remain a priority 

Recommendation 10: To enable the effective evolution of innovative business models in line with 
clean energy economy goals and to help consumers benefit from electrification and the energy 
transition, the OEB and IESO should: 

a. Continue encouraging experimentation by utilities, innovators, and new market entrants 
through platforms, such as the Grid Innovation Fund and the Innovation Sandbox program, 
and ensure appropriate resourcing of these programs 
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b. Regularly evaluate and build on these initiatives to advance successful projects beyond the 
pilot stage to broader adoption when appropriate, proactively identify any legislative and 
regulatory barriers to government, and ensure sustainable business models  

c. Review opportunities to help consumers through electrification and the energy transition, 
including business model innovations that provide new products and services that enable 
consumers to finance the high up-front capital costs for building retrofits and fuel 
switching appliances in a fair and affordable manner  

Recommendation 11: Safety regulators and technical standards organizations must be included in 
energy planning and energy sector regulation to enable proactive coordination and the effective 
deployment of new technical solutions. 

For example: The Electrical Safety Authority (ESA) and the Technical Standards and Safety 
Authority (TSSA) play critical roles in product approvals, reviewing plans for new facilities and 
installations, customer and industry education regarding electrical safety, and, in particular, 
monitoring, assessing and responding to any emerging public safety risks from electrification and 
the energy transition (for example, regarding integration/installation of energy storage and 
vehicle-to-grid installation into homes and buildings) 

6.3 ADAPTABILITY AND FLEXIBILITY FOR THE 
ENERGY TRANSITION 
In the context of the energy transition, energy regulators are increasingly being asked to address 
a broader range of outcomes beyond price, cost, reliability and quality of service. To bring about 
alignment with government priorities, many jurisdictions have empowered their regulators with a 
specific mandate to pursue – or at least consider in decision-making – objectives and targets 
related to climate change and decarbonization. 

The UK’s Ofgem, for example, has been specifically mandated by the UK Parliament to work with 
government, industry and consumer groups “to deliver a net-zero economy, at the lowest cost to 
consumers” as one of its three core responsibilities. Ofgem’s strategic vision includes putting the 
UK’s energy system “on track for net-zero" and supporting the development of “an electricity 
sector able to function without fossil fuels, with a growing share of low-cost renewables, 
alongside the development and deployment of other sources of low carbon power.” California’s 
Public Utilities Commission (CPUC) was directed by the Governor to accelerate the state’s 
progress toward its climate goals. New York’s Department of Public Service has a mandate that 
includes ensuring the preservation of environmental values and the conservation of natural 
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resources. Stakeholders also pointed to Maryland, Colorado, Maine, Massachusetts, Washington, 
Hawaii and Washington D.C. as jurisdictions that have passed legislation mandating consideration 
of climate change in regulatory decisions. These examples are all slightly different, but they all 
provide examples of how energy regulators are increasingly incorporating objectives and targets 
of electrification and energy transition into their mandates and core values. That said, all 
jurisdictions are still very early on this path and there remains much to learn about how best to 
incorporate clean economy goals into economic regulation.  

Stakeholders agreed that a clean energy economy target and supporting policy direction can 
help guide regulatory agencies, inform decision-making and goal setting and create forward 
momentum. Setting parameters for measuring success would be critical in meeting any target. As 
a corollary, some stakeholders suggested that the OEB’s mandate could be expanded to 
specifically include emissions reduction or net zero objectives to enable the OEB to take a more 
holistic view of sector regulation when setting “just and reasonable rates” and provide greater 
clarity and predictability for the sector. Other stakeholders disagreed, arguing that a net zero 
target is too arbitrary for the OEB to operationalize, and that government should first develop a 
detailed and comprehensive strategy. Stakeholders suggested that the IESO and the OEB should 
be required to report regularly on the progress of decarbonization efforts in both the electricity 
and natural gas sectors.  

Indigenous partners raised as an important accountability commitment the need to prioritize 
long-term relationship building, such as collaborating with Indigenous communities on a 
definition of success that considers Indigenous partners’ immediate, medium and long-term 
goals. Actions to support greater accountability and transparency throughout the transition 
include facilitating ongoing dialogue and collaboration with Indigenous partners regarding 
anticipated costs and impacts of the transition and demonstrating how Indigenous perspectives 
have informed accountability processes and the development of key performance metrics. 

The Alberta Utilities Commission (AUC) produces an annual report card that tracks quantitative 
indicators of progress against government’s strategic objectives in the regulation of the energy 
sector. While the AUC does not track progress on electrification and energy transition targets, it is 
nevertheless an example of how quantitative measures can support the tracking of movement on 
strategic objectives in the sector. 

The OEB’s submission to the Panel highlighted specific amendments that might empower the OEB 
to be a more proactive agent in advancing electrification and the energy transition. For example, 
there may be an opportunity to add new language to the OEB’s authority related to electricity 
transmission leave-to-construct applications as a means of clarifying that the OEB can consider 
government policy related to emissions reduction and the clean energy economy in assessing 
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whether a transmission project is in the public interest. Additionally, the Panel heard that there 
may be merit in broadening the OEB’s powers with respect to natural gas to ensure it has a 
broader basis on which to protect natural gas customers during the energy transition.  

The Panel feels strongly that the OEB’s existing objectives and associated mandate are sufficient 
for the moment. As electrification and the energy transition progress, it may become necessary to 
provide the OEB with additional objectives, authority or functions in order to ensure it is able to 
effectively regulate the evolving energy sector and support the province’s clean energy economy 
goal. Across Canada and internationally, the integration of climate objectives into economic 
regulation is in its very early stages. A review in the future will also enable learnings from other 
jurisdictions to be incorporated into potential changes to the OEB. The single clearest imperative 
is the need for adaptability and flexibility as the energy sector undergoes this significant 
transformation.  

The Boards of Directors of IESO and OEB will have a crucial role in overseeing the energy 
transition, both in terms of technical and cultural change. The Boards play an important role in 
risk management particularly, overseeing the pace of the transition for their respective 
organizations to ensure they are best resourced to meet immediate needs as well as in a position 
to deploy resources for evolving needs. Ongoing, proactive and appropriate communication 
between Board members and the Ministry will better ensure risks are identified and managed. 
Appointments to the Boards of these organizations should be conducted with a view to building 
the current and emerging skillsets and competencies needed to successfully guide organizations 
through these changes 

Recommendation 12: The OEB should employ all tools within its existing mandate to implement 
activities consistent with the Province’s goals for a clean energy economy and the requirements 
of the energy transition for Ontario.  

The OEB should enhance risk-based approaches to regulatory oversight, consistent with best 
practice. This would enable more agency resources to be focused on emerging energy areas and 
economize on traditional regulation. 

Recommendation 13: In the years following release of the energy transition policy vision, the 
province should undertake a review of the OEB’s activities in respect of achieving objectives 
within the policy vision to determine if potential legislative and/or regulatory changes are needed 
to implement the vision effectively.  
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These potential changes could include:  

a. Updating the OEB’s policy, mandate, and/or objectives to reflect the clean energy economy 
transition, including addressing greenhouse gas (“GHG”) emission reductions 

b. Including GHG emissions as an additional factor for the OEB to consider in proceedings, 
such as transmission leave-to construct applications  

c. Revising objectives related to the natural gas sector to align with government policy 
direction on the long-term role of the sector 

d. Reviewing other aspects of the OEB’s objectives and legislation as it relates to facilitating 
the clean energy economy, for example, amending the definition of “gas” to include 
hydrogen blending, if deemed necessary 
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6.4 INDEPENDENT, AGENCY-LED TECHNICAL 
PLANNING 
The management and development of energy systems requires both high-level policy direction 
and planning (discussed in Section 5) as well technical planning. Technical planning is the 
ongoing process of evaluating the capability of the energy system to meet demand and 
determining the appropriate mix of resources and infrastructure required to meet future needs. In 
Ontario’s electricity system, technical planning includes bulk system planning (led by the IESO), 
regional planning (led by IESO and transmitters with local distribution companies (LDCs)), and 
distribution sector planning (led by LDCs). The Ministry of Energy has historically provided policy 
direction to the sector in a number of ways, including prescriptive ministerial and supply mix 
directives, and broader, higher-level policy plans (Long-Term Energy Plans).   

The Panel heard that technical energy planning should be disentangled from political direction as 
much as possible. Stakeholders generally agreed that while government should provide overall 
planning direction about policy objectives, design specifics should be left to the IESO. 
Stakeholders called for the IESO to be empowered with the necessary tools, mandate and 
independence for reliable clean energy grid planning and procurement, and the flexibility to plan 
for various electrification scenarios, account for potential demand impacts and procure the 
required electricity supply. The 2021 Long-Term Energy Planning Reform engagement yielded very 
similar feedback. Stakeholders noted the IESO’s technical expertise and were supportive of its 
continued role as the ‘expert planner.’ 

The Panel agrees that equipped with broad policy direction, clear policy objectives and guiding 
principles from government, the technical planning of the electricity system is best conducted by 
independent agencies. Technical expertise is required to properly evaluate the capabilities of the 
electricity system, determine the appropriate mix of resources and infrastructure required to 
meet future needs and execute procurement processes.  

The Panel also heard that while efforts to build capacity take time, in order to increase Indigenous 
communities’ technical energy and systems knowledge, government and the sector must create 
space for Indigenous perspectives throughout energy and technical planning discussions.  

The Panel also heard that the OEB is best suited to take a lead role in oversight and review of 
coordinated energy planning and procurement. Stakeholders called for the OEB to review IESO 
planning activities to ensure they align with the government’s overall direction and are cost-
effective. This feedback again echoes that of stakeholders from the Ministry’s 2021 Long-Term 
Energy Planning Reform engagement. On that occasion, stakeholders called for oversight 
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mechanisms to be established to monitor the development of policy direction for and 
implementation of energy planning, in the interest of enhancing the transparency and 
accountability of planning processes and decisions. An OEB review process would be an addition 
to existing accountability and review mechanisms currently operating in the procurement and 
planning space. The IESO employs Fairness Advisors tasked with ensuring that it is in compliance 
with the relevant procurement processes and laws and to ensure that all potential proponents are 
treated consistently and fairly. The OEB also operates the Market Surveillance Panel, which is 
tasked with identifying inappropriate or anomalous conduct by market participants, identifying 
activities of the IESO that may have an impact on market efficiencies or effective competition, and 
identifying any actual or potential flaws and inefficiencies in the market rules or the structure of 
the IESO-administered markets. 

The Panel feels strongly that OEB review should be a retrospective, post hoc regularized review of 
the overall planning process to provide guidance on future planning and procurement, not a 
review of individual procurements. This will ensure timely decisions can be made. It will increase 
transparency while avoiding uncertainty for project proponents and investors. The focus of such a 
review should be to improve future planning and procurement and ensure its alignment with the 
government’s stated policy objectives and guiding principles. 

Recommendation 14: In line with input received during the 2021 review of Ontario’s long-term 
planning framework, IESO should be empowered, within the broad direction established by 
government, to independently procure electricity resources and lead bulk-system planning 
(including potential use of interties) and regional electricity system planning. The OEB should 
provide regular procedural review of IESO-led planning and procurement, to be set out in 
legislation. 

91 



ONTARIO’S CLEAN ENERGY OPPORTUNITY 
GOVERNANCE AND ACCOUNTABILITY  

6.5 TECHNICAL PLANNING FOR NATURAL GAS  
One of the core challenges in governing and regulating electrification and the energy transition 
will be maintaining clear accountability and consumer protection in the natural gas system in the 
face of shifting customer values and preferences and the overall shift to a clean energy economy. 
Natural gas has long played an important role in the energy system of Ontario, as a source of 
power for electricity generation, as a fuel for home heating and cooking and as a feedstock and 
source of process heat for industry. It is clear that natural gas will continue to play these critical 
roles in the short- to medium-term. Longer-term prospects, particularly for home heating, are less 
clear. As discussed in Section 5, emerging evidence shows that it is unlikely the natural gas 
system can be fully decarbonized while continuing to deliver cost-effective building heat. The 
development of regulatory frameworks and the evolution of natural gas infrastructure will need to 
align with the province’s overarching clean energy economy commitment and protect customers 
as the role of natural gas changes in the province. A failure to align these regulatory frameworks 
with government’s overarching policy commitments could result in significant cost hazards for 
customers or threats to overarching government policy commitments and an effective, orderly 
and well-aligned transition to a clean energy economy. 

PROTECTING CUSTOMERS THROUGH THE 
TRANSITION 
There is increasing evidence that electrification of building heating may become the more cost-
effective option over time. The speed at which customers would change their heating source is 
uncertain and dependent on a large number of individual factors, such as equipment age and 
personal preferences and values, as well as system-level and policy factors, such as cost 
development, availability of equipment and qualified technicians, and supportive policies and 
incentives. Nonetheless, this could lead to many customers disconnecting from the natural gas 
system absent any personal motivation to lower their carbon footprint. As a result, there is a real 
risk of stranding assets in home heating and the gas distribution grid over the medium to long-
term, with significant risk to customers, investors and public finances. As more customers exit the 
natural gas grid to adopt electric heating, those customers who are least able to afford to electrify 
could be forced to pay higher and higher proportions of the network cost to keep the system 
running safely.  

Other jurisdictions are also grappling with these difficult policy challenges. A report on long-term 
gas utility planning prepared for the Colorado Energy Office in 2021 highlighted the potential 
cost hazards posed by traditional cost of service regulation in a future characterized by large-
scale defection from natural gas heating. Those customers who can afford the higher upfront 
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costs of heating electrification will be the first to defect from the gas system, and without 
regulatory changes, the remaining customers (who will tend to be lower income) could be left to 
shoulder the cost for the remaining gas system. Similarly, the final report of the Massachusetts 
Commission on Clean Heat highlighted how, as the state transitions to predominantly electrified 
building heat in the long-term, natural gas rates could go up significantly as fewer households 
support the system’s fixed infrastructure costs. The report highlighted this hazard as an equity 
concern, noting that Massachusetts needed to ensure that low- and middle-income households 
are adequately assisted and prioritized such that they do not disproportionately bear remaining 
gas infrastructure costs. 

Perhaps most importantly, both the Colorado and Massachusetts reports highlighted the need to 
consider the cost hazards of asset depreciation, regulated returns and mass grid defection in 
planning for natural gas system upgrades and expressions. The Massachusetts Commission on 
Clean Heat emphasizes that the state should avoid future investments in gas pipeline 
infrastructure that will disproportionately burden low- and middle-income households. The report 
for the Colorado Energy Office stated that the hazards of stranded assets and cost recovery 
should be addressed “at the level of the strategic framework” and that steps should be taken now 
to optimize gas system investments – using a full accounting of lifetime costs – to mitigate 
stranded asset risk and cost burden in the future.  

Considerations like these are being incorporated into regulatory decision-making. The state of 
New York’s Public Service Commission (PSC) is requiring planning by utilities to align with state 
climate goals and reflect electrification mandates and the development of scenarios to 
understand cost developments so that assets can be fully depreciated and are not stranded as 
the customer base shrinks. The cost hazards of large-scale grid disconnection were highlighted 
by an expert intervenor testimony on a rate application from a large gas utility in 2022. In that 
case the expert witness testified that the utility’s plans would leave billions of dollars of assets at 
risk of stranding in 2050, when pipeline throughput will be much lower given emissions reduction 
requirements. Given the state’s policy objectives of decarbonization and electrification, and 
assuming a rate of departure from the natural gas system in line with the Commission’s gas 
planning order, the expert witness’ modeling indicated that average annual household gas 
delivery bills could more than triple by 2050 to support the system and cost recovery. These 
effects could in turn push more customers to exit the gas grid. As gas rates increase, the 
economics of electrification become more favourable for customers, and as each additional 
household electrifies or otherwise substantially reduces their use of pipeline gas, more rate 
pressure is added on remaining customers, perpetuating a vicious cycle. The witness stated that 
this risk could be mitigated, and thus costs avoided, by reducing the scope and scale of the 
pipeline enhancement or by shortening the depreciation lifetimes for new assets to align with 
their expected utilization timeframes. 
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Each of these cases is shaped by the unique market and regulatory characteristics of the 
jurisdiction, but the basic conundrum is a general one. A submission to the (OEB) on behalf of the 
Industrial Gas Users Association (IGUA) filed in August 2023 identified the same issues and 
advocated that decisions about the funding, utilization and maintenance of gas system assets be 
made at a system level in planning frameworks. In the rate case currently before OEB 
Commissioners, staff submitted that the revenue horizon for an economic feasibility assessment 
should be shortened from 40 years to 20 years, with implications for higher contributions in aid 
of capital. Staff also submitted that the natural gas utility should be required to provide more 
information and analysis on energy transition assumptions in load forecast and include forecast 
risk and stranded asset risk in its cost-benefit methodology for integrated resource planning. This 
issue will require careful governance intervention to ensure a well-managed transition that 
maintains affordability and protects customers. 

It is quite possible that customers will withdraw from the natural gas grid at a different and much 
slower pace than the one outlined above. This alternative scenario could involve a plausible future 
with a significant emphasis on hybrid heat - using heat pumps and natural gas furnaces and 
boilers - rather than a full switch to heat pumps. In that case, the volume of gas sent through the 
natural gas distribution grid would decrease substantially, but the ongoing fixed costs to maintain 
the grid would continue to be split among a large and largely stable number of customers.  

In either case, it is in the interest of the province, for the purpose of customer protection, to 
ensure that the regulatory mechanisms for the governance of the natural gas grid are aligned with 
a range of plausible outcomes, notably those that pose the greatest risks to customers. Other 
contextual risk factors should also be considered, such as societal, economic, or technological 
trends that may have an impact on future natural gas demand. Careful consideration of asset 
lifetimes, contingency planning for infrastructure expansion and enhancement proposals and 
stress-testing cost allocation mechanisms will be crucially important should a high-defection 
scenario come to pass. And such steps will not threaten the cost-effectiveness of the natural gas 
system in a scenario of prolonged reliance on the natural gas grid. 

It will be critical, in the interest of customer protection, to further develop the province’s 
regulatory framework so that it is prepared for a range of possible outcomes and that in so doing, 
it can contribute to Ontario’s clean energy economy goal. The use of scenarios in the 
development of corporate strategy as well as regulatory decisions and government policy will 
enable Ontario to be prepared for a range of possible paths, driven by government policy, 
technological developments, market realities, and customer actions. Scenario-based analysis can 
also contribute to an open and transparent debate about opportunities and risks in the energy 
transition. 
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A FRAMEWORK FOR GAS-ELECTRIC COORDINATION 
In the past, different energy demand applications were fairly closely associated with specific 
energy sources. The increase in electrification options, not just building heating discussed above 
but also transportation, steel making and others, means that customers now have options 
regarding the energy source they want to use to satisfy a certain demand. They can fuel-switch. 
This is, in fact, a general feature of energy transitions. As a result, shifts in customer consumption 
patterns regarding one source of energy, whether as a result of social, economic, technical or 
policy developments, have repercussions for planning and balancing the energy supply and 
demand of other systems. 

The Panel heard consistently that electrification and the energy transition will require greater 
technical co-ordination for the planning of Ontario’s electric and natural gas systems. Natural gas 
and electric systems are currently planned and regulated separately. Moving forward there is a 
need for coordination on an aligned vision, and for integrated planning and shared forecasting to 
understand the effects of fuel switching for infrastructure planning and development, and 
opportunities for system optimization across the electricity and natural gas delivery systems. 
Coordination will require sharing data and assumptions, aligning on demand forecasts, 
developing possible alternative scenarios, analyzing system capabilities to supply demand from 
fuel switching, integration of electric and natural gas efficiency and demand response programs, 
and coordination on the timing and location of new infrastructure development and asset 
refurbishment. Given the interests and tensions inherent in such a process – as well as the 
potential impacts on agency functions – the OEB and IESO will need to carefully support and 
maintain involvement. 

Such a coordinated approach can not only enhance the efficiency of planning but also reduce the 
load on future adjudicative hearings. Electricity and natural gas planning coordination thus 
represents an innovation in anticipatory governance that has the potential to greatly enhance 
efficiency and expedite the process of energy planning and a cost-effective energy transition.  

POLICY-ALIGNED REGULATORY MECHANISMS 
With increased ability to fuel-switch comes the need to ensure there is a level playing field 
between gas and electric regulatory systems and that those funding mechanisms for cost-
recovery and up-front capital requirements are aligned with the broader policy commitment for a 
clean energy economy. 
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The OEB’s Transmission System Code (TSC), which establishes rules for allocating the costs of 
electricity transmission upgrades, typically places the responsibility for covering the up-front 
costs of connection upgrades on customers. These costs can be significant and a major 
determinant in investment decisions that could bring regional economic and environmental 
benefits. 

Proponents have raised concerns over the discrepancy in how up-front capital contributions are 
assessed and recovered between natural gas connections and electricity connections. In 
calculating the capital contributions associated with natural gas infrastructure, gas utilities can 
use an economic evaluation period (known as a revenue horizon) of up to 20 years for large 
industrial customers, while transmitters use 10-15 years, leaving a relatively higher capital 
contribution for electricity infrastructure as a proportion of its total costs. Furthermore, gas 
utilities can collect the capital contribution as a surcharge on gas rates, while transmitters are 
obligated by the TSC to collect capital contributions upfront. The short-term cost discrepancy of 
connecting customers and ratepayers could inhibit investments in electrification that have long-
term sustainability and economic development benefits. For example, the up-front cost 
discrepancy might dissuade a residential developer from developing an ‘all electric’ or low carbon 
neighbourhood, and persuade them to instead build a traditional, natural gas-connected 
development to keep upfront costs manageable.  

This example highlights the complexities of the natural gas governance framework, and how 
adjustments may be required to facilitate electrification and the energy transition. Levelling the 
playing field between electricity and natural gas might encourage developers and other 
customers to make choices that are more aligned with government’s clean energy economy 
commitment. Given the provincial government’s commitment to significantly expedite the 
construction of new housing and target 1.5 million new homes by 2030, regulatory action could 
be a significant support and ensure alignment with an overarching clean energy economy 
commitment. 

Recommendation 15: To facilitate development of the clean energy economy, the OEB should 
conduct reviews of:  

a. Cost allocation and recovery policies for natural gas and electricity connections to 
eliminate discrepancies between how up-front capital contributions are assessed and how 
they can be collected between the two sources of energy. For example, the review should 
include, but not be limited to, examining the differences in the economic evaluation period 
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(known as a revenue horizon) to determine capital contributions as well as the ability to 
collect the capital contribution as a surcharge on rates versus an upfront contribution  

b. How natural gas utility infrastructure and Demand Side Management investments are 
evaluated to ensure new infrastructure is right sized for forecasted time horizons 

Recommendation 16: The Ministry of Energy, working with the OEB, IESO, LDCs, municipalities 
and gas utilities, should develop a formal and transparent co-ordination framework that sets out 
the scope and objectives for enhanced planning co-ordination at the bulk, regional, and 
distribution levels in order to effectively pace and facilitate the fuel switching, system 
optimization and enhanced levels of energy efficiency required by the clean energy economy.    

The framework should ensure that each party’s technical expertise is respected and utilized 
appropriately to achieve the desired policy outcomes. This would include any required directives, 
regulatory changes, oversight mechanisms, and a clear and agreed upon understanding of 
specific roles and responsibilities for the entities involved. The framework should include the 
following:  

a. Regulatory requirements via license amendments and codes (for the IESO) and Ministry 
undertakings or rule making authority under the OEB Act (for Enbridge) to require the IESO 
and Enbridge to coordinate bulk planning 

b. Regulatory requirements via license amendments and codes (for the IESO and LDCs) and 
Ministry Undertakings or rule making authority under the OEB Act (for Enbridge) to require 
the IESO, Enbridge, and LDCs to coordinate regional planning 

c. Development of standardized approaches to gas/electric coordination and demand 
forecasting at the distribution level, including coordination between Conservation and 
Demand Management (for electricity) and Demand Side Management (for natural gas) and 
with Comprehensive Local Energy Planning 

d. OEB adjudicative regulatory processes (e.g., review of system plans, rate cases, and leave 
to constructs) should require the demonstration of gas/electric planning coordination 
outlined above via filing requirements on submitted plans and/or applications 
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6.6 ENABLING THE ELECTRICITY DISTRIBUTION 
SECTOR TO ACHIEVE ITS FULL POTENTIAL 
Technology for the distributed generation and management of electricity is evolving quickly in 
maturity and cost-competitiveness, with the potential for disruptive change in the distribution 
sector in the near future. Distributed generation and storage, bi-directional flow, smart 
appliances, grid-interactive efficient buildings and electric vehicles, among other emerging 
technologies, present opportunities to improve the management of electricity resources, 
maximize value to customers, and minimize overall system costs. Where they are clean and 
reliable, DERs can also contribute to emissions reduction while supporting reliability at the local 
level. These innovations in scalable, often customer-owned energy solutions, have the potential to 
significantly alter the range and number of energy services delivered at the distribution level. In 
2021, the IESO commissioned Ontario’s Distributed Energy Resources Potential Study, which 
showed that over a 10-year timeframe (2023–2032), it would be possible to cost-effectively meet 
all incremental system needs with DER capacity. When considering realistic levels of customer 
adoption and participation, not just economic potential, it said, “DERs are able to satisfy a 
material portion of the province’s energy needs – from 1.3 to 4.3 GW of peak summer demand by 
2032.” 

To maximize the cost-effective potential of DERs, the market models and regulatory frameworks 
by which the distribution sector is managed, and the ways in which the bulk electricity system is 
planned and managed, will need to evolve. The assessment of the achievable potential of DER 
technologies therefore must be complemented with rigorous analysis to understand how 
evolving (utility) business models and design of the wholesale market can enable DERs. New ways 
of organizing distribution system operation and participation, such as non-wire solutions, 
aggregators, virtual power plants, Distribution System Operators and other local energy markets, 
hold significant potential. The emerging consensus holds that DERs, while lacking some attributes 
of economies of scale compared to central grid infrastructure, offer opportunities to stack 
multiple value streams for the customer (including resilience) and the electricity system (from 
ancillary services to energy capacity).  

The government, OEB and IESO should provide support and space for innovative models. They 
should work with utilities and DER proponents to enable these business models in a way that 
incentivizes DER participation to the benefit of the whole system. Some of this work is already 
underway. The Electricity Network of Ontario (formerly Smart Grid Forum) published several 
reports, including a concluding report in 2021 on Distribution System Structures For A High 
Distributed Energy Resource (DER) Future. IESO is subsequently developing its Enabling 
Resources Program to expand the electricity system services that these resources will be able to 
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provide in the renewed IESO-administered wholesale market. The OEB has recently taken several 
steps to facilitate the prudent and effective integration of DERs, including a Distributed Energy 
Resources Connections Review (since 2019, with ongoing regulatory policy development) and 
the Framework for Energy Innovation process, which resulted in the 2023 report, Setting a Path 
Forward for DER Integration and additional guidance for electricity distributors. The OEB’s 
Innovation Sandbox acts as a testbed for system innovation in the electricity and natural gas 
sectors. An OEB-IESO Joint Study of Distributed Energy Resources Incentives is now underway, 
with results expected in Spring 2024. 

Regulatory policy should provide support and space for innovative models of electricity resource 
management to evolve. This may extend to rethinking the traditional utility business model, that 
is, what constitutes distribution activity and how rate-regulated utilities earn a return from the 
services they provide. While re-thinking traditional business models, it will be important for 
regulatory policy to recognize that LDCs are diverse in their size, capabilities and need for capital 
investment. Where private sector participation lags and markets fail to adopt or proliferate 
valuable innovations, LDCs should be empowered to step into the breach, in the interest of 
enabling the energy transition and protecting customers. The adoption of innovative 
technologies and business models will vary. The guiding principles should be to ensure that any 
new and emerging models are supporting energy innovation, maximizing value for and protecting 
customers and leaving space for a diversity of solutions and market participants to compete.  

In this context it is important to recognize that current planning and market rules, and the 
associated regulatory and business models, were established before DERs and advanced 
distribution management systems were commercially viable options. As a result, it may be 
necessary to identify mechanisms to enable DERs and the local distribution system to achieve 
their full potential contribution to Ontario’s future energy system.  

There is an urgent need to advance the regulatory environment to enable effective participation 
of DERs and eliminate barriers. A delay will mean that potentially cost-competitive solutions 
located at the distribution level cannot effectively compete during a time when Ontario will be 
investing in the expansion of the electricity grid to satisfy increased demand from electrification. 
This could lead to the entrenchment of traditional, bulk-level resource investment without 
effective competition from distribution-level resources and the erosion of the DER business case. 

All innovation requires experimentation, which comes with certain commercial, rate, and 
reliability risks. There is rich opportunity for experimentation at the distribution system level, 
where technical innovation has been most active and system-level reliability and market 
competition concerns are significantly lower at current levels of DER penetration. Pilots and other 
forms of testing DER applications and business models have yielded important insights in Ontario 

99 

https://engagewithus.oeb.ca/derandevchargingconnections
https://engagewithus.oeb.ca/derandevchargingconnections
https://www.oeb.ca/sites/default/files/FEI-Report-20230130.pdf
https://www.oeb.ca/sites/default/files/FEI-Report-20230130.pdf
https://www.oeb.ca/_html/sandbox/index.php
https://www.ieso.ca/en/Sector-Participants/Engagement-Initiatives/Engagements/OEB-IESO-Joint-Study-of-Distributed-Energy-Resources-DER-Incentives


 

ONTARIO’S CLEAN ENERGY OPPORTUNITY 
GOVERNANCE AND ACCOUNTABILITY  

and elsewhere. However, it is now time to move beyond pilots and develop a clear roadmap to 
full-scale implementation. Ontario must explore ways that implementation can proceed quickly 
while other regulatory and market reforms are underway. 

It will be important to ensure that the IESO has the required level of visibility of DERs and their 
operations at the distribution level to maintain bulk system reliability – though careful analysis 
and discussion with stakeholders is needed to establish how much visibility and control are 
actually required. The value of visibility goes both ways: hosting capacity and load maps can 
enable proponents to understand much more quickly where DERs can be connected and what 
value they may provide. California is requiring utilities to make these available, and in Alberta, 
distribution utilities ATCO, ENMAX and FortisAlberta have all published hosting capacity maps, in 
addition to the Alberta Electricity System Operator, for the transmission system. 

Recommendation 17: The OEB and IESO must continue to find ways within their existing 
mandates and in anticipation of the clean energy economy policy statement to provide proactive 
and transparent thought leadership on regulatory policy. Energy agencies should work to 
examine where existing rules and practices disadvantage the cost-effective participation of clean 
energy solutions, and especially how distribution resources can participate across the value chain 
of the entire energy system.  

The goal should be to develop an open investment environment that creates a level playing field 
in which DERs can provide their full value to customers by effectively competing with one another 
and with bulk-system resources. 

a. To enable distribution-sector innovation, build capacity and encourage reasonable risk-
taking to maximize customer and community value, the government, IESO and OEB should 
work with utilities to develop a vision and clear pathway for system-wide application to 
realize the maximum capability of the distribution system and DERs. 

b. The OEB should support LDC applications in grid modernization, establishing a process 
and technical threshold to determine which LDCs will be enabled to locally procure and 
dispatch DERs. 

c. LDCs should be required to enhance their capabilities to procure and actively manage 
DERs as Non-Wires Alternatives to meet distribution level needs. 
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d. The OEB should continue and enhance the requirement for LDCs to file electrification 
readiness plans (ERPs). ERPs should demonstrate consideration of Comprehensive Local 
Energy Plans and processes.  

e. The OEB should have a clear and consistent approvals framework for distribution level 
approaches that can help maximize the value of the distribution sector and reduce barriers 
to adoption. This should include grid modernization upgrades that enable efficient energy 
management, such as two-way telemetry, tools for enhanced conservation and demand 
management (CDM), and non-wires alternatives to traditional distribution infrastructure 
enhancements. As needed, the OEB should review policies, such as the Affiliates 
Relationship Code, to enable greater flexibility for LDCs without compromising private 
sector participation.   

f. The IESO should critically assess and report back on the extent to which its systems, 
including market rules, dual participation model, and interoperability requirements, can be 
improved to remove barriers to the effective participation of DERs and innovation in 
business models.  

g. Accountability frameworks should be codeveloped by IESO, OEB and LDCs to ensure good 
coordination and to manage any conflicts, real or perceived. To promote interoperability 
and increase the value of distributed solutions, all work should be undertaken with a view 
to developing a common platform, or limited number of platforms, on which LDCs can 
converge. The IESO can play a key role in facilitating this process. 
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7. ENERGY INNOVATION AND 
ECONOMIC DEVELOPMENT 
An affordable and reliable supply of energy has been critical for securing investment and 
propelling growth of Ontario’s economy for over a century. Today, Ontario’s ability to supply 
electricity that is among the cleanest in the world presents significant opportunities to enhance 
Ontario’s prosperity. The International Energy Agency (IEA) estimates that global decarbonization 
will require a tripling of annual clean energy investment to around $4 trillion by 2030. Ontario’s 
energy industry and economy are well positioned to take advantage of this global transition and 
to capture the benefits it will bring for economic development and export growth. By providing 
abundant clean, affordable and reliable energy, Ontario can attract future-oriented investment 
and grow its economy while ensuring that people across Ontario have access to the energy they 
need. 

The Panel heard a wide range of perspectives on how to approach economic development, 
technology and innovation. This included focusing on maximizing value and cost efficiency, 
economic and decarbonization potential, supported by Indigenous partnerships and community 
acceptance. Respondents also highlighted the need for regulatory and policy framework 
improvements, as well as the challenges and opportunities for markets to support electrification 
and energy transition. Overall stakeholders told the Panel that a technology-agnostic approach is 
important, with a focus on the clean energy economy objective.  

Engagement participants also made clear the need for meaningful collaboration and partnership 
with Indigenous communities. As mentioned throughout this report, building a clean energy 
economy requires development on traditional territories. Strong relationships with Indigenous 
partners will be necessary to achieve long-term business, sustainability and collective goals, in 
addition to advancing reconciliation.  

The Panel also heard that labour supply questions were of critical importance to almost every 
sector and industry during this period of transition. Specific labour supply questions are outside 
the scope of the Panel’s work and therefore, the Panel does not offer detailed recommendations 
in this regard. But it will be crucial to develop an adequate supply of skilled labour to electrify 
energy services at pace and scale and achieve a clean energy economy. The Panel urges the 
government, utilities and the whole sector to work together on a long-term strategy for labour 
amid electrification and the energy transition. The proposed Energy Transition Advisory Council 
could facilitate these deliberations with engagements and targeted research. 
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7.1 FACILITATING ECONOMIC GROWTH 
Ontario’s energy sector will play a critical role in the move to a clean energy economy. A primary 
focus of the energy sector must be to help attract future-oriented investment by providing clean, 
affordable and reliable energy. The energy sector can thus become a catalyst for expanding 
prosperity and building a dynamic economy. It can also link the social and economic objectives of 
economic development with the imperative for meaningful reconciliation with Indigenous 
communities. Partnerships and collaboration with Indigenous partners will be critical to 
facilitating province-wide economic growth and can contribute to an integrated view of 
economic development that maximizes not only competitiveness but also the long-term socio-
economic health and well-being of people across Ontario. 

At the same time, there are significant opportunities for the energy sector itself to be an engine of 
economic growth in the province. Achieving Ontario’s clean energy economy goals is estimated 
to require at least a doubling of total electricity generation capacity. The necessary build-out of 
infrastructure implied by such capacity expansion, as well as the space for innovative solutions in 
a decarbonizing economy, present opportunities for large-scale investment and economic 
development. Ontario has an opportunity to position itself as a leader in established and 
emerging technologies like conventional and small modular nuclear reactors, energy storage, 
hydrogen, carbon capture, utilization and storage (CCUS), grid modernization and other solutions 
that will be critical to global decarbonization.  

BUILDING ON A LEGACY OF AFFORDABILITY AND 
RELIABILITY 
Electricity affordability and reliability are long-standing, widely acknowledged determinants of 
economic competitiveness. Businesses need to know that they can count on an abundant supply 
of electricity at a reasonable price. Uncertainty on this critical business input poses a major threat 
to investment and growth, particularly in the energy-intensive manufacturing and industrial 
sectors. Affordability and reliability are key pillars of energy sector development that will continue 
to be crucial. Particularly as the end-use delivery of critical transportation and heating services is 
electrified, and with the proliferation of digital smart devices mediating how Ontarians live, work, 
and play, reliability of electrical service is more important than ever. In the face of increasing 
extreme weather events as a result of a changing climate, the energy sector must ensure that 
reliability is maintained and energy resilience strengthened. 

A key factor in attracting investment and enabling economic development is access to energy 
where and when it is needed. In the move toward a clean energy economy, the risk-return balance 

103 



      TOWARDS A CLEAN, SUSTAINABLE ENERGY SYSTEM 
THAT STRENGTHENS COMPETITIVENESS 

ONTARIO’S CLEAN ENERGY OPPORTUNITY 
ENERGY INNOVATION AND 

ECONOMIC DEVELOPMENT 

between proactive build-out of energy infrastructure and reactive energy planning has shifted. 
Energy planning must work proactively to ensure that adequate, affordable, and reliable supply is 
available in a timely manner to support economic development projects and secure investments. 
This can be achieved by enhancing and expanding existing mechanisms for active coordination 
between energy and economic development ministries to anticipate when and where new energy 
demand is likely to materialize and to actively steer new investment to suitable sites that allow for 
timely and cost-effective connections. 

It also means enhancing the efficiency of planning, permitting and approvals processes for clean 
energy projects. Many jurisdictions across North America and the world are currently grappling 
with the challenges of streamlining and expediting the development and delivery of energy 
infrastructure. In a recently released study the IEA demonstrates the critical importance of 
electricity grid upgrades and expansion in achieving emissions targets and ensuring energy 
security and cost-effective energy transition. Ontario is no exception. The Panel heard that lack of 
clarity, predictability and timeliness of regulatory permitting issues create significant uncertainty 
for investors. The engagements underscored the need for greater streamlining of permitting 
processes, along with clearer delineation and alignment between federal and provincial rules to 
avoid duplication and lengthy processes. The Independent Electricity System Operator’s (IESO’s) 
Pathways to Decarbonization report identified the imperative to streamline and appropriately 
resource regulatory and approval processes to enable faster planning, permitting and siting of 
new energy infrastructure. Expediting these processes was identified as a clear need to support 
decarbonization. Proactively planning energy infrastructure development, clarity and 
predictability of regulatory requirements and executing approvals in a timely fashion will be 
critical to ensuring that reliable and affordable clean energy is available for potential investment 
opportunities.  

In addition to affordability and reliability, the sustainability of energy supply is emerging as an 
important factor in economic competitiveness. Companies across all sectors are worried about 
continuity of business in a world threatened by the physical impacts of a changing climate. Clean 
electricity and a clear roadmap for a clean and resilient energy economy are emerging as 
additional competitiveness factors for businesses and key arguments for attracting new 
investment.  

Companies are paying closer attention to the embedded emissions associated with their 
production processes, especially in highly competitive, emerging global green markets like clean 
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hydrogen, green steel and aluminum, and zero-emission vehicles and batteries, among others. 
For example, German auto manufacturer Volkswagen cited Ontario’s abundant and affordable 
clean electricity as a key factor for selecting the province as the site for its $7-billion electric 
vehicle battery factory.  

Stakeholders – especially from heavy industry – told the Panel that in addition to affordable 
natural gas, an abundant supply of affordable clean electricity is becoming critically important for 
decarbonization, retaining industry and remaining competitive amid the rapid emergence of 
environmental, social and governance (ESG) measures.  

The United States (U.S.) and the European Union (EU), two of Ontario’s major trading partners, are 
moving toward stricter corporate sustainability disclosure regulations, requiring corporations to 
disclose their exposure to climate-related risks and the implications for their financial metrics. 
The U.S., the EU and the Canadian federal government are also implementing or exploring 
Carbon Border Adjustment mechanisms, which compensate for carbon pricing differentials by 
imposing a price on the embedded carbon emissions generated in the production of imported 
goods. 

In a future environment of Carbon Border Adjustments and strict corporate sustainability 
disclosure requirements, the prospect of reducing the emissions intensity of manufacturing 
processes by providing abundant clean electricity will be a crucial competitive advantage. By 
ensuring that Ontario has an abundant supply of clean electricity, delivered with timely and 
proactive planning, the energy sector can facilitate the economic growth of the future.  

Finally, there is clear alignment between Indigenous interests and ESG perspectives. As the 
influence of ESG on corporate decision-making increases, Indigenous perspectives should be 
considered and included across ESG pillars. As described in Section 4, the government can 
advance economic reconciliation through flexible financing models and mechanisms that 
incentivize Indigenous project ownership. 

Recommendation 23: Recognizing the key role that clean, affordable and reliable energy will play 
in the development of globally competitive and future-oriented industries, the ministry should:  

a. Reflect in planning, policy-making and direction to IESO and OEB that in the rapid shift to 
electrification and the transformation toward a clean energy economy the risk-return 
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balance between proactive build-out of energy infrastructure and reactive planning has 
shifted  

b. Ensure that planning, permitting and approvals processes are clear, predictable, effective 
and efficient and lead to timely decisions and project development that has the support of  
local and Indigenous communities. Engage with other levels of government as appropriate 
to pursue this objective, as referenced in Recommendation 3  

c. Identify key clean energy value chains, encourage local energy sectoral depth, and 
strategically kickstart energy innovation.  

Recommendation 20: The government should advance economic reconciliation through flexible 
financing models and mechanisms that incentivize Indigenous project ownership across small, 
medium, and large-scale projects. This could include: 

a. Expansion of the Aboriginal Loan Guarantee Program and development of other programs, 
following an assessment of any barriers to program access 

b. Opportunities to align funding and cost-sharing agreements, where possible, with the 
federal government and other provincial governments in Canada, as appropriate 

c. Opportunities to pilot emerging, flexible financing instruments/mechanisms, such as the 
use of Indigenous-value themed bonds 

d. Review of current agency frameworks, including regulatory and procurement policies, to 
identify opportunities to improve flexibility and enhance Indigenous project ownership 

7.2 INNOVATION AND STRATEGIC 
OPPORTUNITIES 
The Panel believes that the energy sector has the potential to do more than just facilitate 
economic growth. The energy sector can act as a catalyst that propels the transformation toward 
a clean economy in a way that maximizes prosperity for Ontario. The province has an opportunity 
to kickstart innovation and growth by providing support for the development of clean energy 
technologies. Strategic support for innovative energy technologies can build on Ontario’s existing 
strengths and help scale innovative businesses to position the province in key clean economy 
value chains and attract future-oriented investment. 
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Effecting an economic transition of such scale requires strategic focus, and the government’s 
clean energy economy objective can provide the overarching policy target. In seeking to achieve 
similarly ambitious policy goals, other jurisdictions have employed mission-oriented policy to 
align actors around a common challenge or objective. The U.S. Apollo Program and the Alberta 
government’s Energy Breakthrough project of the 1970s to develop the technology for in-situ oil 
sands extraction are examples that reached their core mission and had significant technical and 
economic spin-off effects. 

Mission-oriented industrial policy uses the mission, here to build the clean energy economy, to 
stimulate private sector activity, creating the conditions for new growth by directing business 
expectations toward where future growth opportunities may lie. Under such an approach, 
government creates value by coordinating resources, actors and institutions around an objective 
and thus accelerating alignments that are otherwise too slow and uncoordinated to achieve given 
the speed and intensity of technological global economic change.  

The Panel heard from stakeholders that Ontario is well positioned to capitalize on several 
economic and industrial opportunities related to the energy sector, including: 

• Opportunities to expand the clean energy grid via nuclear and hydro, distributed energy 
resources (DERs) and energy storage  

• Opportunities to build out wind and solar industries/supply chains, create conditions for 
economies-of-scale and reduce reliance on imports 

• Opportunities to harness mineral deposits in the north and northwest by working with 
Indigenous partners and developing a robust electricity supply to the region through 
connections to the bulk grid and development of renewables 

• Production of biofuels and renewable fuels to meet domestic requirements and to reduce 
fuel security and employment risks 

• Opportunity to demonstrate/deploy technologies to help activate capital and develop 
industrial opportunities, for example, through the establishment of hydrogen hubs in 
regions such as Sarnia-Lambton, Hamilton and Durham Region, or CCUS in hard to abate 
sectors 

The innovations necessary for global decarbonization will include both safe bets and wild cards in 
technology development and application. According to the Canadian Climate Institute’s 2021 
report, Canada’s Net Zero Future, safe bets are solutions that rely on commercially available 
technology, face no major barriers to scaling, and have a “reasonable expectation of continued 
cost declines.” On the other hand, wild cards are those solutions that may play an important role 
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in achieving goals but may be unproven because they are still in the early stages of development. 
Achieving a clean energy economy will require both safe bets and wild cards. This provides 
Ontario with opportunities to capitalize on both incremental and radical innovations in clean 
energy solutions.  

The Panel is not positioned to recommend which of these opportunities is the most advantageous 
for the province nor which should receive targeted government support.  Government, with the 
help of rigorous, forward-looking analysis, is best positioned to parse the economic, social, 
environmental and political dimensions of these opportunities.  

The Panel believes that strategically targeting growth opportunities in the energy sector as a 
catalyst for attracting future-oriented investments presents the best opportunity to maximize the 
benefits of a transition to a clean energy economy. A common vision for strategic sector 
development helps build alignment for industrial strategy, empowering Ontario – as a small 
economy in a global economic system – to find strategic niches and pursue them. Much of this 
work should build on existing strengths, while carefully developing new areas of capability.  

A good example is the province’s ongoing support for the development of Small Modular Reactor 
(SMR) technology. Supporting the development of SMRs provides opportunities for Ontario 
companies to develop business opportunities in providing nuclear equipment and servicing 
nuclear power assets. This business development in turn catalyzes further investments to expand 
operations and serve the growing SMR market, both in Canada and abroad. In this way, strategic 
support for specific economic and industrial opportunities can help Ontario stake a position in 
the global clean economy. 

Ontario can strengthen these opportunities further through, for example, Ontario’s recently 
signed new Economic Cooperation Memorandum of Understanding (MOU) with Michigan to 
support joint initiatives in priority areas, such as electric vehicles and related supply chains; and 
its broader trade engagement strategy of pursuing Strategic Investment and Procurement 
Agreements (SIPAs) with U.S. states. 

Other jurisdictions are identifying priority areas for technology and innovation funding to support 
the growth of the clean energy economy. The United Kingdom’s Net Zero Innovation Portfolio, 
British Columbia’s Net Zero Innovation Network and the California Energy Commission’s 
California Testbed Initiative are examples of programs designed to strategically support the 
development and commercialization of clean energy technologies. 
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The Panel heard concerns from stakeholders that trade-exposed industries could be subject to 
significant shifts if Canada and Ontario do not keep pace with other jurisdictions in incentivizing 
clean energy technological and economic development. Stakeholders specifically cited the US 
Inflation Reduction Act (IRA), which leverages tax credits, loan guarantees and grants to kickstart 
the development of green manufacturing industries and scale green innovations.  

The long-standing critique of this kind of industrial policy is that it amounts to governments 
“picking winners and losers.” Ill-conceived government interventions in the private market can 
certainly produce inefficient outcomes and perverse incentives. But this should not stifle the 
pursuit of critical strategic thinking and investments required to meet the current global moment. 
Future-oriented industrial strategy, with an integrated, long-term view to the development of 
future markets, is crucial to building the kinds of deep sectoral strengths and mature value chains 
that will position Ontario to prosper in the emerging global clean economy. 

In the energy sector especially, Ontario has an opportunity to support innovations that can build 
on existing strengths and regional assets and position the province as a key player in select global 
clean economy value chains. Ontario will need to take a measured and realistic approach that 
focusses on areas in which the province has already built expertise and enjoys long-term 
competitive advantages relative to other jurisdictions, such as nuclear technology, grid 
modernization and digitalization.  

This strategic focus will be critical. The Smart Prosperity Institute, the Transition Accelerator and 
the Pacific Institute for Climate Solutions have produced research on the crucial role of strategy 
and future-oriented thinking for succeeding in the clean energy economy. As a relatively small, 
trade-oriented economy, Ontario has limited ability to drive change in mature global value chains, 
particularly those dominated by big economic players. Even in emerging industries, maintaining 
competitive advantage can be difficult with technologies and products that have mass global 
market potential. To compete in the future clean energy economy, Ontario will need to be 
intentional in targeting growth sectors that present opportunities for long-term competitive 
advantage, often based on existing strengths. Without that strategic focus, the province runs the 
risk of uncoordinated capital spending and investment that fails to produce any true sectoral 
strengths. 

In their analysis of Canada’s strategic opportunities for green economic growth, the Smart 
Prosperity Institute and collaborators identify core characteristics for assessing opportunities in 
the future clean energy economy. These include the possibility of developing and maintaining 
long-term cost advantages from availability of natural resources or upstream inputs, the 
likelihood of building advantages through innovation and the market potential of the product in a 
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decarbonizing world. Maintaining this strategic focus will allow Ontario to better target sectors of 
potential growth, building on areas where the province has existing strengths. 

This strategic focus will require Ontario to undertake careful analysis to determine what specific 
investments offer the greatest opportunities to enhance the province’s competitiveness in the 
clean energy economy. Executing on such a strategy will also require pursuing policy alignment 
on key priorities of economic and energy development and collaboration with the federal 
government and other provinces, as referenced in Section 5. 

Recommendation 24: With the commitment to a clean energy economy as the guidepost, the 
government should consider a mission-oriented approach to economy-wide industrial strategy. 
Such a strategic approach can provide the necessary focus to align government efforts and 
mobilize private actors, including finance, in order to develop and scale the key economic sectors 
that will support a future clean energy economy in a way that uses resources wisely. It would 
leverage regional clusters and build on various industrial sector strengths and can position 
Ontario as a key player in select global clean economy value chains.  

In the energy sector, the government should consider which existing and emerging technologies 
and sub-sectors are likely to play a critical role in a future clean energy economy and where 
Ontario can maintain or develop long-term competitive advantages. This will require realistic 
assessments of existing and emerging strengths, as well as technological and economic 
potential. The province’s current Cost-Effective Energy Pathways Study can help inform these 
assessments. 

7.3 FUNDING MECHANISMS FOR THE ENERGY 
TRANSITION 
The Panel heard that a variety of diverse funding mechanisms – including tax incentives, 
subsidies, the rate base and private financing – are required to finance the investments needed to 
build a clean energy economy.  
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The Panel believes that ratepayers cannot and should not be expected to be the sole funders of 
the energy transition in Ontario. A clean energy economy is a collective goal that carries 
significant social, environmental and economic benefits, not just for electricity customers but for 
all Ontarians. The transformation will require investments that do not solely, or even primarily, 
benefit ratepayers, and the scale of investments required will often dwarf the capacity of the rate 
base to support it. This is particularly true in cases where energy sector investments are made to 
support economic development and decarbonization.  

One example is the proposed expansions of transmission infrastructure to support electrification 
of steelmaking and the mining of critical minerals in northern Ontario. Such projects are crucial to 
support economic development in strategically important clean energy economy sectors, as well 
as contributing to regional economic development, decarbonization and economic reconciliation 
with Indigenous communities. Their benefits are also social and economic, justifying a potential 
shift of some costs from the rate base to the tax base. 

Recommendation 25: The government should clearly set out a policy vision for how 
electrification and the energy transition will be funded, including a realistic assessment of the 
distributional impacts of funding choices on different groups. A comprehensive range of funding 
options and mechanisms should be considered and used, including taxpayer funding, ratepayer 
funding, investment subsidies, investment tax credits, as well as leveraging and/or requiring 
private funding whenever possible. Opportunities to leverage funding from federal and municipal 
sources should also be pursued to the greatest extent possible. 

The key guiding principle should be that the beneficiary pays, with the understanding that the 
definition of who the beneficiary is in the energy transition is broader. If the developments and 
investments associated with electrification and energy transition will benefit only the electricity 
system and those who pay electricity rates, then the costs should be borne by ratepayers. But if 
electrification and energy transition are expected to carry significant and broad economic, 
transition and social benefits for the province, then the province should consider shifting some of 
the cost to the tax base and provide clarity to sector entities on how to consider this in planning 
and decision-making. 

The province should develop its policy vision with a rigorous and transparent accounting of 
expected costs, benefits and distributional impacts. 
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8. CONSUMER, CITIZEN AND 
COMMUNITY PERSPECTIVES 

8.1 THE IMPORTANCE OF PUBLIC SUPPORT 
Energy helps fulfill the most basic and critical needs in our daily lives, from keeping our homes 
heated and cooled, to cooking our food, to getting us where we need to go. Energy is also a vital 
input for economic productivity, an enabler of critical infrastructure systems and a strong 
determinant of economic competitiveness. While most people do not think much about energy 
most of the time, an understanding of the functions that energy performs in modern life and our 
economy will be critical to building public support for electrification and managing the energy 
transition. So will ensuring energy remains reliable, affordable and resilient in the years to come. 

Decarbonization policies have triggered backlash and discontent in other jurisdictions when they 
ignore the needs, preferences and vulnerabilities of customers. Electrification and energy 
transition policies that threaten system reliability, cause blackouts, limit customer choices, or 
drive-up prices can lead to public backlash or be exploited politically, putting in jeopardy long-
term rational strategy and policy. The energy transition involves significant technical, economic, 
political and social change, spread out over decades. It is therefore critical to engage with 
households and businesses to build an understanding and buy-in about the benefits, costs and 
implications of the energy transition. It will be important to maintain transparency and to include 
the interests of people and communities in policymaking. Governments can play a key role in 
helping to prepare people for the transformative changes to come in the years ahead.  

In doing this, it is important to understand that peoples’ preferences, perceptions and interests 
are shaped by different aspects of their identities that are not always aligned. Specifically, people 
engage with energy services and policy as consumers, as citizens and as community members. 
As a customer, someone may be most interested in having affordable and reliable service and 
some choice to meet their needs. As a citizen that same person may be committed to Ontario and 
Canada taking decisive action on climate change, including favouring policies that would make 
some energy choices more expensive. Finally, as the member of a community, that person may 
engage with others to develop energy solutions and ownership – or oppose energy projects they 
see as disruptive to their way of life, cost, ease of participation, or comfort. The diversity of 
imperatives – ranging from affordability to consumer choice to infrastructure siting to 
sustainability – underline the need to meaningfully engage with and support Ontarians to be 
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included and respected in the process of energy transition. The Panel heard that the public wants 
and needs to understand why clean energy economy targets are being pursued, what policies are 
being implemented to achieve them, how they can have a voice in decisions, how policies will 
impact their lives, and how much they will cost. This transparency and inclusion will help to 
ensure that the province has ongoing public support to pursue its vision for a clean energy 
economy.  

Importantly, as the process of electrification and energy transition shifts from citizen advocacy for 
climate action towards active implementation, Ontarians will increasingly be called on as 
consumers and community members. As consumers, their choices regarding energy sources, 
consumption habits and how they access energy wield substantial influence in shaping the 
trajectory of the energy transition. Just as important are their roles as active community 
members, providing or withholding support for the development of new and sustainable 
infrastructure in their communities. It is crucial for the energy sector and governments to 
understand this shift in engagement with the public. To enable a successful energy transition, 
policy and decision-making must adopt an integrated approach that considers and prioritizes the 
multiple and evolving roles of the public.  

Over the last several decades, Ontario has learned difficult lessons about energy policy decisions. 
The province has seen several high-profile energy policy reversals and jarring changes sometimes 
involving large price increases. Customers have, at times, felt unprotected by government and 
regulators, and communities have felt excluded from and inadequately consulted on important 
planning and infrastructure decisions, such as siting and energy resource choices. In some cases, 
the result was a dramatic erosion of the public’s faith in the government of the day’s ability to 
make prudent energy policy decisions. In other cases, it led to significant project delays or 
outright cancellation of projects due to community opposition.  

As discussed in Section 4, prior to the 1970s there was no legal or political system recognized by 
the Canadian government that required governments, energy developers, or corporations to 
consult with Indigenous communities on energy projects or energy planning. Across Canada, 
rivers and land were flooded by hydro dams and development projects were advanced without 
notice, adversely impacting or outright destroying traditional hunting and fishing areas, travel 
routes, and burial and sacred sites. Failing to meaningfully engage and consult with Indigenous 
communities across Ontario has and can contribute to significant negative impacts on local 
economies and affect the safety, security and success of Indigenous communities. 

Such failures of communication, consultation, engagement and relationship-building threaten to 
undermine achievement of the necessary pace and scale of the energy transition and can have 
lasting socio-economic consequences on communities across Ontario, particularly those 
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customers and communities who disproportionately experience inequality. Inclusive and 
accessible engagement is required to ensure that groups who have been historically excluded 
from energy decision making, are thoughtfully collaborated with throughout the transition. 

Stakeholders and Indigenous partners identified five key principles for communication and 
engagement that will underpin the success of long-term energy policies: 

1. Transparent communication and public education about the true costs of energy and 
transition, opportunities and challenges related to electrification and energy transition 
(including safety considerations for emerging technologies and education regarding 
cleaner appliance alternatives), and the direct and indirect costs and risks of climate 
change (including the costs of inaction). 

2. Customer participation is necessary to create a needed sense of responsibility and 
ownership over the success of the energy transition and allows for optionality that reflects 
consumers’ needs.   

3. Consistent, meaningful and accessible engagement in province-wide energy planning is 
important from the beginning through to the end of any energy planning process; 
accessible engagement processes consider reliable internet access and distance as part of 
any virtual and/or in person engagement process. 

4. Community-level engagement and empowerment to make clean energy and culturally 
appropriate local/community energy planning decisions reflective of local circumstances. 

5. Meaningful participation in siting processes for energy infrastructure, including new 
generation, transmission, and distribution infrastructure. 

Both stakeholders and Indigenous partners emphasized that early and transparent collaboration 
and engagement with Indigenous communities, supported by adequate and appropriate capacity 
funding, will help to support meaningful Indigenous participation and long-term relationships. As 
the energy transition proceeds, more engagement and consultation with Indigenous partners will 
be required, in ways that fulfill and go beyond government’s duty to consult and accommodate. 
The Panel heard from respondents across groups and organizations that this is foundational to 
advancing reconciliation and ensure the benefits of transition are fairly distributed to everyone 
across Ontario. It is also necessary to allow project development to keep the pace required to 
meet the needs of electrification and the energy transition.  

Effective communication and engagement alone will not guarantee full customer, citizen or 
community member satisfaction throughout the energy transition, but they are a solid first step in 
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ensuring that Ontarians feel included, heard and respected in energy decision-making processes. 
The next steps entail delivering policy action that meaningfully addresses the core concerns of 
Ontarians as energy customers, community members and citizens. 

Recommendation 26: The government, Independent Electricity System Operator (IESO) and 
Ontario Energy Board (OEB) should play a key role in engaging with the public and Indigenous 
partners to ensure transparent access to high-quality information and meaningful opportunities 
to participate in decision-making in order to build greater support and involvement in the energy 
transition. As part of other processes or on their own this work should include but not be limited 
to: 

a. Helping customers, citizens and community members to see themselves in the transition 
to a clean energy economy and to understand the operational realities of large-scale 
changes to the energy system for their daily lives (e.g., shifting to different energy sources 
and ways of consuming energy, the need for new energy infrastructure in their 
communities, etc.) 

b. Preparing the public for the transformations ahead by providing transparent, ongoing, and 
comprehensive information about the genuine choices, costs, opportunities and 
challenges associated with electrification and the energy transition 

c. Strengthening mechanisms for community input and involvement in energy planning and 
decision-making for new infrastructure. This includes prioritizing public consultations and 
transparently incorporating community feedback into decision-making processes 

d. Education initiatives that address the benefits, risks and costs associated with new and 
emerging technologies, climate action versus inaction, and empowering customers to 
make well-informed decisions 

e. Fostering community-level engagement and empowering local communities to make 
informed energy planning decisions in support of new energy projects and technologies 
that best suit their local energy needs 
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8.2 MAINTAINING AFFORDABILITY  
Affordability has long been a contentious and defining issue in Ontario’s energy sector. Recent 
inflationary pressures and cost-of-living increases have further sharpened the focus on energy 
affordability. Stakeholders and Indigenous partners told the Panel that affordability of the energy 
system will be one of the most important priorities for customers through the energy transition. 
That said, over time there are opportunities for customers to save costs as they switch energy use 
to electricity for electric vehicle charging and home heating. While such a customer’s total 
electricity bill would almost certainly go up, their combined household energy costs, which had 
been spread across electricity, natural gas and gasoline bills, may go down.   

The costs associated with energy transition will be significant at the bulk electricity and 
distribution system levels. Investments in transmission, distribution and behind-the-meter 
technologies, fuel switching technologies, industrial decarbonization and energy efficiency 
measures will all be necessary to meet increased electricity demand and build a clean energy 
economy. Additional investments in resiliency will be necessitated by the increased frequency 
and intensity of heat waves, storms and other extreme weather events that threaten the physical 
integrity of the energy system. As such, consumers may see an increase in their energy bills in the 
short term. If the costs of these critical investments are not properly paced and mitigated, they 
could have harmful impacts on the ability of many Ontario households and businesses to afford 
their energy needs. However, modelling by the Canadian Climate Institute suggests a promising 
future trajectory may be possible. As electrification and the energy transition progress, the total 
of household energy bills could decrease in the long term. Greater efficiency, renewable energy 
integration and advancements in technology are anticipated to drive down costs over time. 
Transparency and public awareness remain paramount in order to ensure customers understand 
their options and a successful, community-driven transition.  

The Panel heard that Ontarians will not give government a ‘blank cheque’ to finance the energy 
transition. Innovative Research Group, a Canadian public opinion research and consultation firm, 
has surveyed Canadians to better understand their perspectives on energy transition. As of May 
2023, almost 9 in 10 Canadians (86 per cent) believe that climate change is occurring, and nearly 
7 in 10 are concerned about it. But a quarter of Canadians oppose efforts to reduce greenhouse 
gas emissions if they result in higher energy prices. About half of Canadians (48 per cent) are 
willing to pay more to fund energy transition, but that number declines as proposed costs rise. 
The clear picture is that public support for energy transition is strongly linked to costs, both real 
and perceived. Keeping costs low and any increases predictable will be crucial to maintaining 
public support for electrification and energy transition policies.  
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Energy affordability is especially critical to low-income and rural households. According to the 
Financial Accountability Office, Ontario households in the lowest income quintile spend a much 
higher proportion – nearly triple – of their pre-tax income on home energy than households in the 
highest income quintile. Households in rural areas of Ontario have much higher home energy 
costs than their urban counterparts, largely due to less access to natural gas, which to this point 
has been the most cost-effective energy source for home heating, and the high cost of 
distributing electricity and fuels in rural areas. Some of these cost discrepancies are mitigated by 
provincial electricity subsidies, but energy affordability is still an issue that disproportionately 
affects the most vulnerable households in the province. To maintain affordability, the province 
should focus support on those who need it most. This could free up resources to help reduce 
barriers for all customers to invest effectively in the solutions that help manage their own energy 
bills and support the energy transition system-wide. 

Importantly, energy affordability is about more than just the number on the bill. The Panel heard 
concerns about the affordability of energy system changes associated with transportation, 
building envelope and heat fuel switching. Vulnerable households could be excluded from 
enjoying the full benefits of the shift to a clean energy economy if they are not able to make the 
upfront investments needed to leverage technologies that reduce their costs and support 
decarbonization. As the federal carbon price rises, energy affordability can only be maintained if 
vulnerable households are able to switch to cleaner energy sources the policy is meant to incent.  

This risk is more pronounced for remote and rural communities. In particular, the Panel heard that 
fuel switching in transportation (from gasoline to electricity) could have unintended economic 
consequences for remote, rural and Indigenous Communities. For example, many Indigenous 
communities rely on gas-powered boats, snowmobiles, and all-terrain vehicles to hunt, fish and 
practice culture and treaty rights. Moreover, retail gas stations, either wholly owned by or 
operating within an Indigenous community, are often an integral part of the community’s 
economy. Large-scale transportation fuel switching could threaten the economic health of 
communities that already face huge barriers to participation. Distributional impacts related to fuel 
switching must be identified and addressed as part of the support provided to vulnerable 
households and communities, rather than viewed merely through the lens of on-bill prices. 

Other household circumstances also result in fundamental differences with regards to willingness 
and ability to pay. Increased costs of living, from mortgage rates to rent, present significant 
barriers for all households. Renters are an example of customers who may bear the costs of 
electrification while having little to no control over their household energy decisions. 
Homeowners dealing with increasing mortgage payments may struggle to support investments to 
enable electrification from an affordability perspective. Meanwhile, older homeowners, even if 
they are mortgage-free and have the means, may have a lower desire to invest in a shift to cleaner 
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energy sources if payback periods are long. This is where short-term incentives can play a key 
role. Thus, it is important to consider how different people’s housing status influences their ability 
and willingness to make household level energy investments. Policy strategies should ensure that 
all customers can participate in and benefit from the energy transition regardless of their housing 
circumstances. 

Government will need to explore policy mechanisms to foster adoption of fuel switching 
technologies and help Ontarians, especially low-income households, make the necessary 
investments. Any government support should be thoroughly assessed for cost-effectiveness. 

Recommendation 27: The provincial government should explore mechanisms to support broad 
adoption of fuel switching, decarbonization and supportive technologies such as electric 
vehicles, storage and heat pumps to support its clean energy economy objectives, foster change 
at the needed pace and scale, and to ensure that all customers can benefit effectively from the 
energy transition. This should include active engagement and communication so that customers 
understand the opportunities, benefits, challenges and risks of decarbonization technologies and 
can make informed choices. Importantly, the government should also consider mechanisms to 
help customers manage up-front costs.  

a. Any mechanisms adopted by the government should be rigorously analyzed for cost-
effectiveness and must transparently consider both costs and benefits to individual 
customers and to the overall system, for example peak electricity demand impacts. 

b. The government should co-ordinate with the federal government to seek alignment on 
these objectives, to understand where federal programs can support provincial targets 
and where collaboration can maximize value.  

c. The Energy Transition Advisory Council should monitor progress on cost-effective and 
beneficial fuel switching, identify obstacles and make recommendations. 

Energy affordability is also critical for Ontario businesses. Energy in all its forms is a crucial 
business input for all kinds of small, medium and large businesses across the province, though its 
importance as a factor in total cost differs dramatically across industries. According to the 
Canadian Survey on Business Conditions (Q3 2023), rising cost of inputs, including energy costs, 
are the second most commonly expected obstacle to successful operations for Ontario 
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businesses of all sizes, ranking just behind inflation. According to the Canadian Federation of 
Independent Business, energy costs continue to rank as a top cost constraint for Ontario small 
businesses. Unaffordable energy pricing thus threatens business competitiveness by increasing 
operating expenses, decreasing profitability and potentially increasing prices of goods and 
services. 

Lack of affordable energy can also threaten opportunities for further investment and growth. For 
large industrial consumers in particular, long-term certainty on electricity supply and pricing can 
be a key component in investment decision-making, including as a hedge against other fuel 
prices, which can be much more volatile in response to global economic and security 
developments. Importantly, natural gas may continue to be an important source of affordable 
energy for industrial heat processes, including for trade exposed industries. Businesses need to 
know that they will have access to the energy they need – at an affordable price – before they can 
commit to investing in the province. As noted in the previous section of this report, uncertainties 
ultimately reduce the province’s growth potential by undermining business confidence. Energy 
affordability is thus crucial to maintaining Ontario’s business competitiveness.  

RATE MITIGATION PROGRAMS 
Ontario residential and small business customers benefit from a number of rate mitigation 
programs designed to lower the on-bill cost of electricity. Programs for residential customers 
include the Ontario Electricity Rebate, which is applied to all ratepayers, and other programs that 
are targeted to low-income customers or to customers in specific geographic regions that face 
higher electricity costs. These programs are funded through the tax base and are expected to 
cost approximately $6.5 billion in 2023-24. 

The Panel heard that available income-tested programs – such as the Ontario Electricity Support 
Program – can be complex and burdensome for many individuals to access. The Ontario 
Electricity Support Program (OESP) provides a direct on-bill credit ranging from $35 to $113 per 
month – depending on household size and income -- for eligible low-income households. The 
accessibility of income-tested programs could be improved by extending access to renters who 
do not receive an electricity bill in their name or by simplifying program intake or making it 
automatic. Government and the Ontario Energy Board (OEB) are conducting reviews of OESP and 
the related Low-Income Energy Assistance Program, which provides emergency reliefs for eligible 
households who are in arrears on their bills. 

The Panel also heard that programs that are not income-tested could potentially become 
unsustainable as needed investments are made to support a clean energy economy. The Ontario 
Electricity Rebate (OER) was specifically identified as requiring re-focusing. The OER provides an 
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on-bill rebate to Ontario households, small businesses, farms and long-term care homes, and 
averaged 19 percent of pre-tax electricity bills in 2021. The rebate percentage is adjusted each 
year to limit the increase in residential electricity bills to two percent. The OER accounts for 
roughly one-third of total energy and electricity subsidy support.  

Most of the OER’s subsidies go to households, including high- and medium-income households 
who likely are not struggling to pay their electricity bills. While those households may appreciate 
having their electricity bill lowered, those same households will eventually pay those costs either 
through their taxes or through future electricity bill charges. Indeed, on average, households with 
higher incomes receive much larger subsidies. According to the Ontario Energy Association’s 
2020 report Help those Who Need Help, “On average, the higher the income, the larger the 
electricity consumption. Home size is also correlated with income – wealthier households 
generally live in larger homes. Therefore, the net effect of current Ontario subsidy programs is to 
provide larger subsidies to higher income households, and huge subsidies to very wealthy 
households.” The report shows that in 2020, a household with an 800 square foot apartment 
could expect $203 in annual tax-funded electricity subsidy. A single detached house with 1800 
square feet could expect $415, while a mansion of 10,000 square feet would receive $1,750 in 
electricity subsidies.  

In short, based on the current rate mitigation program design, a disproportionately large share of 
the OER is going to high-income households who likely do not need the help on their electricity 
bills. Because the OER is paid for through the tax base, its current organization and delivery 
represents a transfer of public dollars to households with higher-than-average incomes. The Panel 
believes that refocusing the OER could enable the province to deliver more help to the low-
income households who need it most, and thus better and more equitably mitigate the potential 
cost increases associated with the energy transition. 

Given the potential costs associated with necessary energy transition investments, the Panel 
believes that rate mitigation programs will continue to be an important tool for maintaining 
energy affordability. However, the Panel concludes that these programs should be made more 
accessible and better targeted towards those who need support the most. 

Recommendation 28: Existing electricity rate mitigation and affordability programs should be 
redesigned to better target support to those who need it most, and to streamline program 
application and enrollment processes for increased accessibility. 
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Any new or redesigned programs should be developed with full participation and collaboration of  
representatives from remote and rural communities, both Indigenous and non-Indigenous, as well 
as vulnerable urban households and communities that the programs are meant to serve. 

8.3 RELIABILITY, RESILIENCE AND ENVIRONMENT 
As discussed earlier, the electricity sector is a critical enabler for daily household functions, 
business activity and essential infrastructure systems like telecommunications and healthcare. 
When power outages occur, in addition to the direct costs associated with restoring power and 
repairing damage, there can be indirect social and economic costs that oftentimes dwarf direct 
costs to utilities. A widespread and long-duration outage can have interconnected effects on 
crucial systems of food security, water safety, health, transportation, telecommunications and 
economic activity. As a result, the reliability and resilience of the electric grid has long been a 
core concern of energy consumers and a primary focus for utilities and system operators. The 
Panel heard this repeatedly throughout its engagements.  

The importance of electricity grid resilience and reliability will increase as more Ontarians 
electrify end-uses by investing in electric vehicles or switching to electric heat pumps. This 
increased reliance on electricity will result in increased sensitivity to outages and service 
interruptions. At the same time, the accelerating and intensifying effects of climate change are 
drawing more attention to the resilience and reliability of electric grids. Climate change is already 
having significant impacts on the province of Ontario, and those impacts are likely to intensify in 
the years and decades to come. Increases in average temperatures already locked in by past 
greenhouse gas emissions are expected to cause increases in the frequency and intensity of 
extreme weather events such as extreme precipitation and extreme heat, and an exacerbation of 
conditions that catalyze drought, wildfires, thunderstorms, floods, tornados and ice storms. These 
weather effects pose a threat to the physical integrity of electricity infrastructure, which threatens 
to undermine the reliability and resilience of the grid.  

A good deal of collaboration and knowledge sharing is already underway in the sector, from 
climate change vulnerability assessments undertaken by utilities to resource sharing and mutual 
aid agreements, and more comprehensive company and industry-wide work to integrate climate 
impacts into business planning. Initiated by the Ministry of Energy, the OEB is undertaking work 
on Distribution Reliability, Resilience and Cost Effectiveness. There is a need for continuous 
learning and refinement of approaches and policies as knowledge of the localized impacts of 
climate change on the energy system evolves. It will also be important to ensure collaboration 
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with municipalities and other organizations at the local level, and this could be supported through 
Comprehensive Local Energy Planning, discussed in Section 5. 

As discussed in Section 4, Indigenous communities, and particularly northern and remote 
communities, experience disproportionate impacts of climate change, with adverse impacts 
through damage to critical infrastructure, evacuations and further displacement from traditional 
territories, impacts to hunting and harvesting rights and other socio-economic inequities. 
Building resilience across Ontario, and particularly in Indigenous, northern, and remote 
communities, will be essential to a successful transition. 

Recommendation 29: The government, IESO and OEB should support capacity-building for 
utilities and communities to conduct assessments of climate change impacts to energy 
infrastructure and to support effective climate resilience efforts and adaptation planning/ 
implementation. Any costs borne from investments in adaptation should not unfairly impact on 
low-income consumers, consumers in specific geographic regions that face higher electricity 
costs, consumers that rely on medical device(s) requiring a lot of electricity or other vulnerable 
consumers. 

The movement towards a clean energy economy will have a positive impact on Ontario’s public 
and environmental health. Studies for both the United States and Canada show that the transition 
to a clean energy economy will have particularly significant benefits for local air pollution. Ontario 
has already reduced this risk by eliminating coal-fired generators, but as more decarbonization 
occurs, we should see greater benefits to public health. Research undertaken by Navius for the 
Canadian Association of Physicians for the Environment estimates avoided health costs across 
Canada of $30 to 100 billion by 2050. Estimates for the U.S. show reductions of 50,000 
premature deaths per year and $608 billion in the health care costs as a result of eliminating 
energy-related emissions. It will be important to consider these benefits in decision-making and 
communicate them clearly to the public. 

8.4 PRIORITIZING CUSTOMER CHOICE 
Empowering customers with choices is integral. The Panel heard that Ontario’s pursuit of energy 
transition should focus on empowering customers rather than limiting their ability to make 
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choices. Stakeholders emphasized that customers should be allowed to choose, for example, to 
offset emissions from their energy use, to use low-carbon and renewable fuel options and to take 
advantage of the benefits presented by distributed energy resources. Providing customers with a 
range of options for energy sources and services encourages participation in the energy 
transition, by empowering them to decide how they will decarbonize their energy consumption, 
rather than imposing decisions, technologies or methods on them. Well-regulated competitive 
markets can significantly advance customer choice and should be combined with convenient and 
accessible information about options, including up-front and operating costs. 
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9. FINAL REFLECTIONS 
The Panel concludes its work with a true sense of optimism that electrification and the energy 
transition will drive positive economic, environmental and social change to create a prosperous 
future for Ontario. The objective of building a clean energy economy is a formidable challenge, 
but as we have shown here, it is also an unprecedented opportunity. The tectonic shifts in the 
global energy landscape and the mounting public and private sector commitments to 
decarbonization are opening up a generational opportunity for investment and economic 
development. Ontario has a unique opportunity to harness that momentum and take positions in 
key clean economy value chains that can maximize our prosperity while minimizing 
environmental damage.  

Climate action and the transformation of our economy have the purpose of renewing our 
prosperity and defending the material, economic and social foundations of our society. Finding a 
broad and lasting consensus on energy transition contributes to securing our democracy in the 
long-term. 

Ontario’s energy sector is well positioned to seize these opportunities. Our largely emissions-free 
supply of electricity opens possibilities for widespread and beneficial electrification of energy 
services. Our innovative and robust energy sector is ready and poised to contribute meaningfully 
to the transition. And our strong governance frameworks are well suited to manage the complex 
questions and tensions inherent in an economy-wide transformation. 

There are certainly challenges ahead. But we see a solid alignment across the energy sector on 
the wealth of opportunities before us, and a strong desire to cooperate on the necessary policy, 
regulatory and governance changes required to capitalize on them. The sector expressed great 
optimism for the future and an eagerness to contribute to the innovation and adaptation required 
to effect change. There is broad alignment across the sector on the need for policy clarity, 
strategic vision and regulatory effectiveness.  

There is also strong alignment on the need for an orderly and well-managed energy transition that 
accelerates decarbonization while maintaining an affordable, reliable and resilient energy system. 
An inclusive and customer-centred transition presents the opportunity to engage energy 
customers in the project of decarbonization and deliver a system that better meets all our diverse 
needs. 
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Importantly, there is broad optimism that the transition to a clean energy economy provides rich 
opportunities for economic reconciliation with Indigenous communities. Meaningful 
collaboration on projects to expand infrastructure, enhance the grid and deliver reliable and 
affordable energy can create opportunities for investment in Indigenous-led ventures, provide 
revenue, build capacity and create jobs. Ontario’s energy sector is committed to moving forward 
to a clean energy economy on the basis of mutual benefit and maximizing prosperity with 
Indigenous partners.  

It is clear to the Panel that electrification and energy transition are not unfolding uniformly across 
Ontario. Different regions, communities and organizations face unique challenges and 
opportunities. Historically marginalized and disadvantaged communities risk getting left behind 
without careful and deliberate consideration and support.  

Finally, it is not possible to predict the precise trajectory of a transition of this scale and 
complexity. It will be shaped by the decisions of countless consumers and other market actors. It 
will be affected by global economic, social and geopolitical forces that we are unable to 
anticipate. It will be influenced by the evolving views of citizens and communities within and 
beyond Ontario. And it will be shaped by an unprecedented pace of technological change. This 
uncertainty calls for ongoing research, collaboration, innovation, experimentation learning and 
adaptability. The core focus of our collective efforts should be to approach transformation of our 
energy system and broader economy with an open mind. 

We hope that the recommendations and guiding principles outlined in this report provide a 
starting point for Ontario to successfully manage and prosper from the coming transformations. 
The process of evaluating the state of the energy sector and the institutions that govern it must 
be ongoing and iterative. It will require continuous support from government to align economic 
and social forces around a common vision and purpose. It will require a deep understanding of 
the social bases of our energy system and the need to bring people along as citizens, customers 
and community members. It will necessitate an ongoing dedication to building and maintaining 
partnerships with stakeholders and Indigenous communities to develop our energy system based 
on shared values. And it will demand a spirit of innovation and constant learning, a willingness to 
engage in frequent re-evaluation and making adjustments along the way. The Panel is confident 
Ontario is up to the challenge.  
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10. COMPLETE LIST OF 
RECOMMENDATIONS 

10.1 PLANNING FOR ELECTRIFICATION AND THE 
ENERGY TRANSITION 
Recommendation 1: To provide clear direction for Ontario’s energy and economic future, the 
provincial government should develop and communicate a commitment and associated policy 
principles for achieving a clean energy economy for Ontario by 2050.   

This commitment, and policy principles that would define the parameters by which decisions will 
be made, should be embedded and integrated across all ministries in a manner that ensures 
policy consistency, alignment of decision-making, and accountability mechanisms. 

Recommendation 2: The provincial government should convene an internal clean energy 
economy planning and implementation body, such as an existing committee of Cabinet.  

a. This body would be responsible for ensuring alignment across sector strategies (such as 
industrial and economic development strategies, transportation, building/housing, 
agriculture, mining, and land use planning, including project development processes such 
as permitting, siting and funding) and ensuring that sector strategies are evaluated 
through an energy lens. 

b. As part of the shared responsibility across governments to coordinate and contribute to 
the energy transition, the government should provide all relevant ministries with clear 
mandates to contribute, in their domains, to a well-coordinated energy transition. 

c. Relevant ministries should develop measurable key performance indicators (KPIs) to align 
their sectoral strategies and policies with the imperatives of the energy transition in 
Ontario. 

Recommendation 3: The provincial government should continue to seek alignment and 
coordination of clean energy economy objectives, standards and policies with other governments 
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(within and outside Canada) whenever practical and consistent with the province’s economic and 
policy interests.  

This alignment and coordination should include, but need not be limited to: 

a. Pursuing strategic policy alignment on key priorities for economic and energy 
development 

b. Engagement with the federal government and taking the necessary policy actions to 
ensure Ontario can access federal funding opportunities (e.g., federal investment tax 
credits) 

c. Coordination and collaboration with the federal government to streamline and provide 
greater clarity, predictability and timeliness of project approvals and clear delineation of 
responsibilities 

d. Engagement with Canada and neighbouring provinces and states, directly and through 
agencies, to pursue the mutually beneficial integration of energy systems (including 
electricity markets and interties) to advance energy transition objectives 

e. Pursuing opportunities to enhance cross-jurisdictional coordination and alignment of 
energy-related codes and standards with the objective of reducing regulatory burden while 
maintaining a position of leadership in regulatory innovation 

f. Engagement with municipalities to ensure they are aligned with and supported in the 
energy transition, including support for Comprehensive Local Energy Planning and 
requiring local utilities and municipalities to engage and collaborate on energy planning 
matters 

Recommendation 4: To enact the clean energy economy policy commitment, the Ministry of 
Energy should develop and communicate an energy transition policy vision that is inclusive of 
Indigenous perspectives and informed by clean energy economy policy principles. 

The vision should outline clear strategic priorities, action-oriented objectives, acceptable trade-
offs, and policy outcomes for energy production, transmission, distribution, and end-use shifts 
(such as transportation and buildings) to an electrified and low-carbon economy by 2050. 
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Recommendation 5: The Ministry should develop and release, on a regular cycle, an integrated 
long-term energy plan that will guide Ontario’s development of technical energy plans, strategies, 
and actions to support the transition to a resilient and affordable clean energy economy.  

The plan should provide actionable and measurable guidance and policy direction, as well as 
regulatory recommendations and legislative revisions (as needed) across electricity, natural gas 
and other fuels on the production, transmission, distribution, consumption, and conservation and 
demand management of energy. 

a. The plan can be developed within the existing legislative framework and should allow for 
broad input, while allowing for timely and effective planning and decision-making. 

b. The planning process should include support and alignment for reconciliation with 
Indigenous peoples.  

c. The planning process should encourage good communication on policy alignment and 
regulatory policy development across the ministry, IESO and OEB, while respecting each 
organization’s distinct roles. 

d. Both the integrated long-term energy plan and subsequent technical planning should be 
undertaken at pace and be based on dynamic and iterative analyses using scenarios. 

e. The planning process should be inclusive and support energy consumers of all types, 
including vulnerable consumers. It should be participatory and deliberative to build a 
broad support for the energy transition, a focus on economic opportunity and 
competitiveness, equity and distributional impacts, and environmental and health benefits. 

Recommendation 6: In order to provide clarity to utilities, investors and customers, the Ministry 
of Energy should provide policy direction on the role of natural gas in Ontario’s future energy 
system as part of its next integrated long-term energy plan. This policy direction should be 
consistent with the clean energy economy policy commitment and consider the various roles 
natural gas plays across the energy system. 

This policy direction will require thorough technical, policy and regulatory analysis, collaboration 
among government, sector partners, and provincial agencies and a public engagement process. 
The outcome should be to manage the system optimization and fuel switching necessary to 
achieve a clean energy economy at a pace that maintains affordable, reliable and resilient energy 
service. 
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Key areas of analysis should include but not be limited to:  

a. Maximizing energy efficiency programs, with an emphasis on cost-effective measures that 
contribute to the long-term success of the energy transition (e.g., building envelope 
improvements versus appliance upgrades) 

b. Updating building and construction codes and standards 

c. Evaluating the feasibility of innovative decarbonization solutions for the natural gas system, 
including renewable natural gas, clean hydrogen, and carbon capture, utilization and 
storage 

d. Opportunities for gas system optimization, including hybrid heating 

e. Distributional impacts on Indigenous communities 

f. Distributional impacts on labour, the average energy consumer, rural and remote 
communities, and vulnerable communities 

g. Complexities and challenges of industrial fuel switching and implications for economic 
competitiveness 

h. Feasibility of alternatives for dispatchable natural gas as a reliability and peak power 
resource 

i. Opportunities, options for, and consequences of strategic decommissioning or right-sizing 
of natural gas infrastructure in the long term 

Recommendation 7: To ensure municipalities, communities and local businesses are in the best 
position to participate in energy decision-making and take responsibility in pursuing their energy 
transition objectives, the Ministry of Energy should develop a strengthened framework for local 
energy planning and decision-making and take steps to facilitate its implementation. The goal 
should be to develop mature Comprehensive Local Energy Planning processes through which 
communities can effectively contribute to Ontario’s energy transition in ways that suit their needs 
and reflect their local strengths, opportunities, and priorities. Developing Comprehensive Local 
Energy Plans with transparency on cost implications and rate impacts can help to align 
community planning with provincial policy objectives.  
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As part of Comprehensive Local Energy Planning, communities should establish a table for 
aligning and resolving key policy issues and priorities – e.g., housing, transportation, land use 
planning and energy – in a way that uses municipalities’ leadership role and engages them to take 
responsibility for their own commitments (e.g., on climate) and within their own domain. The 
provincial government should ensure that municipalities have the support, capabilities and 
resources to carry out this work.  

Engagement on Comprehensive Local Energy Planning must involve a broad set of local interests 
and stakeholders, including electric and gas distribution utilities. The outcome of the process will 
form an important input into technical electricity and gas distribution planning and IESO-led 
(regional) planning, respectively. This process would not replace the existing IESO-led Regional 
Planning process, which is very technical and should remain so, albeit with broader input from 
gas utilities and other local planning entities. 

The Ministry of Energy and the Ministry of Municipal Affairs and Housing should coordinate to 
ensure that the province and municipalities are aligned on land-use planning as it relates to 
energy infrastructure, and to determine how to best support municipalities in leveraging support/ 
incentives from the province/federal government to support economy-wide decarbonization. 

Recommendation 8: To contribute long-term certainty and orientation to Ontario’s energy 
transition, the provincial government should establish an external Energy Transition Advisory 
Council to provide advice, independent of government and on an ongoing basis, on the overall 
trajectory of Ontario’s energy transition, emerging governance or energy system-level questions 
and the integration of energy planning and coordination with sectoral strategies.  

The Advisory Council should include 10-15 members across industry, Indigenous, consumer/ 
citizen, academic, finance and other pertinent expert representation, predominantly from 
Ontario, and select Canadian and international jurisdictions. Government staff, IESO, OEB and 
representatives from other key entities should be included as observers and to contribute 
technical expertise.  

The Advisory Council would have a long-term mandate and be intended to identify gaps in 
navigating the energy transition, in a purely advisory function and not duplicative of other 
planning activities: 
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a. Provide thought leadership on planning and coordination across fuels and economic 
sectors and respond to government requests for advice 

b. Lead transparent engagements, on key questions facing Ontario in the energy transition 
(asked by government or self-initiated) 

c. Identify areas where research and further coordination are required and commission 
research to address key knowledge gaps. This could include advising on the development 
of future energy pathways studies and helping identify the implications of findings for the 
province. In subsequent iterations, the Advisory Council could take on additional 
responsibilities, including commissioning pathways studies on behalf of the government.  

d. Advise the government on strategies for educating, informing, and engaging the public on 
energy choices  

e. Issue reports and provide advice on the future evolution of long-term integrated planning, 
including how Comprehensive Local Energy Planning can effectively contribute to 
Ontario’s energy transition 

f. Ensure Indigenous perspectives are adequately reflected in all proceedings and reports  

g. Convene sub-committees and working groups as needed (e.g., on transportation, 
buildings, equity, rural and remote communities, municipalities, skilled workforce 
development) 

h. Provide advice on the long-term human capital and financial resource needs of entities 
involved in planning and regulating the energy system 

i. Issue a progress update on the energy transition in Ontario on a regular basis (e.g., every 
two years)   

j. Provide an annual report on its activities and advice to the government 

Recommendation 9: To ensure energy planning and policy development are supported by the 
best evidence available, the government should fund, on an ongoing basis, independent whole 
economy energy pathways studies, in a way that allows for iterative improvement of modelling 
and assumptions, transparency on costs, and with meaningful input from relevant stakeholders 
and Indigenous communities. 
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10.2 GOVERNANCE AND ACCOUNTABILITY 
Recommendation 10: To enable the effective evolution of innovative business models in line with 
clean energy economy goals and to help consumers benefit from electrification and the energy 
transition, the OEB and IESO should: 

a. Continue encouraging experimentation by utilities, innovators, and new market entrants 
through platforms, such as the Grid Innovation Fund and the Innovation Sandbox program, 
and ensure appropriate resourcing of these programs 

b. Regularly evaluate and build on these initiatives to advance successful projects beyond the 
pilot stage to broader adoption when appropriate, proactively identify any legislative and 
regulatory barriers to government, and ensure sustainable business models 

c. Review opportunities to help consumers through electrification and the energy transition, 
including business model innovations that provide new products and services that enable 
consumers to finance the high up-front capital costs for building retrofits and fuel 
switching appliances in a fair and affordable manner 

Recommendation 11: Safety regulators and technical standards organizations must be included in 
energy planning and energy sector regulation to enable proactive coordination and the effective 
deployment of new technical solution. 

For example, the Electrical Safety Authority (ESA) and the Technical Standards and Safety 
Authority (TSSA) play critical roles in product approvals, reviewing plans for new facilities and 
installations, customer and industry education regarding electrical safety, and, in particular, 
monitoring, assessing and responding to any emerging public safety risks from electrification and 
the energy transition (for example, regarding integration/installation of energy storage and 
vehicle-to-grid installation into homes and buildings). 

Recommendation 12: The OEB should employ all tools within its existing mandate to implement 
activities consistent with the Province’s goals for a clean energy economy and the requirements 
of the energy transition for Ontario.  
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The OEB should enhance risk-based approaches to regulatory oversight, consistent with best 
practice. This would enable more agency resources to be focused on emerging energy areas and 
economize on traditional regulation. 

Recommendation 13: In the years following release of the energy transition policy vision, the 
province should undertake a review of the OEB’s activities in respect of achieving objectives 
within the policy vision to determine if potential legislative and/or regulatory changes are needed 
to implement the vision effectively. These potential changes could include: 

a. Updating the OEB’s policy, mandate, and/or objectives to reflect the clean energy economy 
transition, including addressing greenhouse gas (“GHG”) emission reductions 

b. Including GHG emissions as an additional factor for the OEB to consider in proceedings, 
such as transmission leave-to construct applications  

c. Revising objectives related to the natural gas sector to align with government policy 
direction on the long-term role of the sector 

d. Reviewing other aspects of the OEB’s objectives and legislation as it relates to facilitating 
the clean energy economy, for example, amending the definition of “gas” to include 
hydrogen blending, if deemed necessary 

Recommendation 14: In line with input received during the 2021 review of Ontario’s long-term 
planning framework, IESO should be empowered, within the broad direction established by 
government, to independently procure electricity resources and lead bulk-system planning 
(including potential use of interties) and regional electricity system planning. The OEB should 
provide regular procedural review of IESO-led planning and procurement, to be set out in 
legislation. 

133 



   

  

  

ONTARIO’S CLEAN ENERGY OPPORTUNITY 
COMPLETE LIST OF RECOMMENDATIONS 

Recommendation 15: To facilitate development of the clean energy economy, the OEB should 
conduct reviews of:  

a. Cost allocation and recovery policies for natural gas and electricity connections to 
eliminate discrepancies between how up-front capital contributions are assessed and how 
they can be collected between the two sources of energy. For example, the review should 
include, but not be limited to, examining the differences in the economic evaluation period 
(known as a revenue horizon) to determine capital contributions as well as the ability to 
collect the capital contribution as a surcharge on rates versus an upfront contribution 

b. How natural gas utility infrastructure and Demand Side Management investments are 
evaluated to ensure new infrastructure is right sized for forecasted time horizons 

Recommendation 16: The Ministry of Energy, working with the OEB, IESO, LDCs, municipalities 
and gas utilities, should develop a formal and transparent co-ordination framework that sets out 
the scope and objectives for enhanced planning co-ordination at the bulk, regional, and 
distribution levels in order to effectively pace and facilitate the fuel switching, system 
optimization and enhanced levels of energy efficiency required by the clean energy economy. 

The framework should ensure that each party’s technical expertise is respected and utilized 
appropriately to achieve the desired policy outcomes. This would include any required directives, 
regulatory changes, oversight mechanisms, and a clear and agreed upon understanding of 
specific roles and responsibilities for the entities involved. The framework should include the 
following: 

a. Regulatory requirements via license amendments and codes (for the IESO) and Ministry 
undertakings or rule making authority under the OEB Act (for Enbridge) to require the IESO 
and Enbridge to coordinate bulk planning 

b. Regulatory requirements via license amendments and codes (for the IESO and LDCs) and 
Ministry Undertakings or rule making authority under the OEB Act (for Enbridge) to require 
the IESO, Enbridge, and LDCs to coordinate regional planning 

c. Development of standardized approaches to gas/electric coordination and demand 
forecasting at the distribution level, including coordination between Conservation and 
Demand Management (for electricity) and Demand Side Management (for natural gas) and 
with Comprehensive Local Energy Planning 
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d. OEB adjudicative regulatory processes (e.g., review of system plans, rate cases, and leave 
to constructs) should require the demonstration of gas/electric planning coordination 
outlined above via filing requirements on submitted plans and/or applications 

Recommendation 17: The OEB and IESO must continue to find ways within their existing 
mandates and in anticipation of the clean energy economy policy statement to provide proactive 
and transparent thought leadership on regulatory policy. Energy agencies should work to 
examine where existing rules and practices disadvantage the cost-effective participation of clean 
energy solutions, and especially how distribution resources can participate across the value chain 
of the entire energy system.  

The goal should be to develop an open investment environment that creates a level playing field 
in which DERs can provide their full value to customers by effectively competing with one another 
and with bulk-system resources. 

a. To enable distribution-sector innovation, build capacity and encourage reasonable risk-
taking to maximize customer and community value, the government, IESO and OEB should 
work with utilities to develop a vision and clear pathway for system-wide application to 
realize the maximum capability of the distribution system and DERs. 

b. The OEB should support LDC applications in grid modernization, establishing a process 
and technical threshold to determine which LDCs will be enabled to locally procure and 
dispatch DERs. 

c. LDCs should be required to enhance their capabilities to procure and actively manage 
DERs as Non-Wires Alternatives to meet distribution level needs. 

d. The OEB should continue and enhance the requirement for LDCs to file electrification 
readiness plans (ERPs). ERPs should demonstrate consideration of Comprehensive Local 
Energy Plans and processes. 

e. The OEB should have a clear and consistent approvals framework for distribution level 
approaches that can help maximize the value of the distribution sector and reduce barriers 
to adoption. This should include grid modernization upgrades that enable efficient energy 
management, such as two-way telemetry, tools for enhanced conservation and demand 
management (CDM), and non-wires alternatives to traditional distribution infrastructure 
enhancements. As needed, the OEB should review policies, such as the Affiliates 
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Relationship Code, to enable greater flexibility for LDCs without compromising private 
sector participation.   

f. The IESO should critically assess and report back on the extent to which its systems, 
including market rules, dual participation model, and interoperability requirements, can be 
improved to remove barriers to the effective participation of DERs and innovation in 
business models.  

g. Accountability frameworks should be codeveloped by IESO, OEB and LDCs to ensure good 
coordination and to manage any conflicts, real or perceived. To promote interoperability 
and increase the value of distributed solutions, all work should be undertaken with a view 
to developing a common platform, or limited number of platforms, on which LDCs can 
converge. The IESO can play a key role in facilitating this process. 

Recommendation 18: The government should regularly assess the need for resources (skills, staff, 
other supportive resources) across ministries and agencies to steer energy planning and 
decision-making competently and effectively through the energy transition, and ensure required 
resources are provided. Agencies should continue to actively forecast their long-term resource 
needs and communicate those via existing business plan development and approval processes. 

10.3 TRUE PARTNERSHIPS WITH INDIGENOUS 
PARTNERS 

(Note: There are several other recommendations across the report referencing Indigenous 
partners and recommending actions to support meaningful Indigenous participation in the 
clean energy economy.) 

Recommendation 19: The government should support meaningful Indigenous participation in the 
clean energy economy through consistent and larger scale capacity-building initiatives, 
including: 

a. The development and expansion of Indigenous-led and community-driven capacity-
building initiatives 
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b. Stable and flexible capacity funding to facilitate meaningful Indigenous consultation 
and engagement with the Ministry and proponents on energy planning and project 
development  

c. Expansion of the IESO’s Indigenous Energy Support Program (including increase 
program budget overall, increase funding for designated energy champions, wrap-
around community supports, and flexible program delivery) 

d. Tailored and accessible learning resources to enhance understanding of Ontario’s 
evolving energy system, and improve Indigenous participation in community, regional 
and provincial energy planning, as well as technical planning discussions 

Recommendation 20: The government should advance economic reconciliation through flexible 
financing models and mechanisms that incentivize Indigenous project ownership across small, 
medium, and large-scale energy projects. This could include: 

a. Expansion of the Aboriginal Loan Guarantee Program and development of other 
programs, following an assessment of any barriers to program access 

b. Opportunities to align funding and cost-sharing agreements, where possible, with the 
federal government and other provincial governments in Canada, as appropriate 

c. Opportunities to pilot emerging, flexible financing instruments/mechanisms, such as 
the use of Indigenous-value themed bonds 

d. Review of current energy agency frameworks, including regulatory and procurement 
policies, to identify opportunities to improve flexibility and enhance Indigenous project 
ownership 

Recommendation 21: To improve embedded governance participation, the government should 
amend the enabling statutes of the IESO and OEB to ensure Indigenous representation on the 
Boards of Directors. 
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Recommendation 22: The Ministry of Energy should review its current resources to enhance the 
Ministry’s capacity to meet the demand of electrification and the energy transition, including: 

a. Appropriate resources to the Indigenous Energy Policy Unit to support proactive 
relationship-building and increases to the volume of engagement and consultation with 
Indigenous communities.  

b. Continued dedicated policy and legal expertise to support the Ministry’s early engagement 
and consultation work, such as,  

o Responding to and addressing community concerns 

o Understanding the spectrum of engagement and consultation 

o Identifying impacted communities for engagement and consultation 

o Delegating procedural aspects of consultation where appropriate 

o Ensuring that the Ministry has diligently discharged its constitutional obligations 
under the Duty to Consult 

10.4 INNOVATION AND ECONOMIC 
DEVELOPMENT 
Recommendation 23: Recognizing the key role that clean, affordable and reliable energy will play 
in the development of globally competitive and future-oriented industries, the ministry should:  

a. Reflect in planning, policy-making and direction to IESO and OEB that in the rapid shift to 
electrification and the transformation toward a clean energy economy the risk-return 
balance between proactive build-out of energy infrastructure and reactive planning has 
shifted 

b. Ensure that planning, permitting and approvals processes are clear, predictable, effective 
and efficient and lead to timely decisions and project development that has the support of 
local and Indigenous communities. Engage with other levels of government as appropriate 
to pursue this objective, as referenced in Recommendation 3 

c. Identify key clean energy value chains, encourage local energy sectoral depth, and 
strategically kickstart energy innovation. 
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Recommendation 24: With the commitment to a clean energy economy as the guidepost, the 
government should consider a mission-oriented approach to economy-wide industrial strategy. 
Such a strategic approach can provide the necessary focus to align government efforts and 
mobilize private actors, including finance, in order to develop and scale the key economic sectors 
that will support a future clean energy economy in a way that uses resources wisely. It would 
leverage regional clusters and build on various industrial sector strengths and can position 
Ontario as a key player in select global clean economy value chains.  

In the energy sector, the government should consider which existing and emerging technologies 
and sub-sectors are likely to play a critical role in a future clean energy economy and where 
Ontario can maintain or develop long-term competitive advantages. This will require realistic 
assessments of existing and emerging strengths, as well as technological and economic 
potential. The province’s current Cost-Effective Energy Pathways Study can help inform these 
assessments. 

Recommendation 25: The government should clearly set out a policy vision for how 
electrification and the energy transition will be funded, including a realistic assessment of the 
distributional impacts of funding choices on different groups. A comprehensive range of funding 
options and mechanisms should be considered and used, including taxpayer funding, ratepayer 
funding, investment subsidies, investment tax credits, as well as leveraging and/or requiring 
private funding whenever possible. Opportunities to leverage funding from federal and municipal 
sources should also be pursued to the greatest extent possible. 

The key guiding principle should be that the beneficiary pays, with the understanding that the 
definition of who the beneficiary is in the energy transition is broader. If the developments and 
investments associated with electrification and energy transition will benefit only the electricity 
system and those who pay electricity rates, then the costs should be borne by ratepayers. But if 
electrification and energy transition are expected to carry significant and broad economic, 
transition and social benefits for the province, then the province should consider shifting some of 
the cost to the tax base and provide clarity to sector entities on how to consider this in planning 
and decision-making. 

The province should develop its policy vision with a rigorous and transparent accounting of 
expected costs, benefits and distributional impacts. 
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10.5 CONSUMER, CITIZEN AND COMMUNITY 
PERSPECTIVES 
Recommendation 26: The government, IESO and OEB should play a key role in engaging with the 
public and Indigenous partners to ensure transparent access to high-quality information and 
meaningful opportunities to participate in decision-making in order to build greater support and 
involvement in the energy transition. As part of other processes or on their own this work should 
include but not be limited to: 

a. Helping customers, citizens and community members to see themselves in the transition 
to a clean energy economy and to understand the operational realities of large-scale 
changes to the energy system for their daily lives (e.g., shifting to different energy sources 
and ways of consuming energy, the need for new energy infrastructure in their 
communities, etc.) 

b. Preparing the public for the transformations ahead by providing transparent, ongoing, and 
comprehensive information about the genuine choices, costs, opportunities and 
challenges associated with electrification and the energy transition 

c. Strengthening mechanisms for community input and involvement in energy planning and 
decision-making for new infrastructure. This includes prioritizing public consultations and 
transparently incorporating community feedback into decision-making processes 

d. Education initiatives that address the benefits, risks and costs associated with new and 
emerging technologies, climate action versus inaction, and empowering customers to 
make well-informed decisions 

e. Fostering community-level engagement and empowering local communities to make 
informed energy planning decisions in support of new energy projects and technologies 
that best suit their local energy needs 

Recommendation 27: The provincial government should explore mechanisms to support broad 
adoption of fuel switching, decarbonization and supportive technologies such as electric 
vehicles, storage and heat pumps to support its clean energy economy objectives, foster change 
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at the needed pace and scale, and to ensure that all customers can benefit effectively from the 
energy transition. This should include active engagement and communication so that customers 
understand the opportunities, benefits, challenges and risks of decarbonization technologies and 
can make informed choices. Importantly, the government should also consider mechanisms to 
help customers manage up-front costs.  

• Any mechanisms adopted by the government should be rigorously analyzed for cost-
effectiveness and must transparently consider both costs and benefits to individual 
customers and to the overall system, for example peak electricity demand impacts. 

• The government should co-ordinate with the federal government to seek alignment on 
these objectives, to understand where federal programs can support provincial targets and 
where collaboration can maximize value.  

• The Energy Transition Advisory Council should monitor progress on cost-effective and 
beneficial fuel switching, identify obstacles and make recommendations. 

Recommendation 28: Existing electricity rate mitigation and affordability programs should be 
redesigned to better target support to those who need it most, and to streamline program 
application and enrollment processes for increased accessibility. 

Any new or redesigned programs should be developed with full participation and collaboration of 
representatives from remote and rural communities, both Indigenous and non-Indigenous, as well 
as vulnerable urban households and communities that the programs are meant to serve. 

Recommendation 29: The government, IESO and OEB should support capacity-building for 
utilities and communities to conduct assessments of climate change impacts to energy 
infrastructure and to support effective climate resilience efforts and adaptation planning/ 
implementation. Any costs borne from investments in adaptation should not unfairly impact on 
low-income consumers, consumers in specific geographic regions that face higher electricity 
costs, consumers that rely on medical device(s) requiring a lot of electricity or other vulnerable 
consumers. 
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Foreword 

Andy Chisholm
MEMBER OF THE EXPERT PANEL ON SUSTAINABLE FINANCE;  
BOARD DIRECTOR, ROYAL BANK OF CANADA.

We are reaching an inflection point on sustainable finance. Not only is sustainable finance essential to ensure 
markets allocate capital in a manner consistent with global climate objectives, it is fast becoming a competitive 
issue for businesses and for countries. Trillions of dollars of investment capital will be required in aligning 
industry sectors with viable pathways to net-zero by 2050. Opportunities will be numerous. While public funds 
will be essential, it is only private markets that can match the scale of investment required. Governments, 
businesses, and the financial sector are all expected to develop net-zero strategies and plans, providing both 
foresight and oversight of sustainability risks and opportunities, and executing accordingly. Sustainable finance 
provides many of the necessary market-based tools to allow this to happen.

When I joined with my colleagues on the Canadian Expert Panel on Sustainable Finance, our message focused 
on the need to develop a strategic roadmap to integrate sustainability into financial system policies and 
standards, bolster collaboration between the public and private sector, and increase investment in industry 
transition to strengthen Canadian competitiveness. It felt urgent to work towards a state where the notions of 
sustainable finance were integrated throughout the financial sector and applied to every day decision making, 
where sustainable finance was simply finance. We hoped that the report could act as an enduring roadmap for 
constructive change. 

Since that time, virtually all relevant analysis has continued to point in this same direction, if anything amplifying 
the urgency and scale of effort required. Investors of many stripes are increasingly at the forefront of evaluating 
our responses to the climate challenge, allocating capital accordingly, with significant implications for the 
Canadian economy. The pandemic has only served to further intensify the focus on the social aspects of 
sustainability, including a clear societal call to mitigate and adapt to climate change. Topics such as adaptation 
and resilience, natural capital solutions, financial structures for ecosystem protection, Indigenous involvement, 
carbon offset markets, and others have been added to the essential ‘to do’ list. 

As a result, I welcome the accountability of this report by the Institute for Sustainable Finance (ISF) on 
Canada’s progress in sustainable finance. It takes stock of what has been achieved and not achieved since  
the Expert Panel recommendations were released just over two years ago. It is both timely and necessary.  
The central message from this ISF report is that we can and must do better; time is of the essence, and  
Canada needs to up its game to develop a competitive and sustainable economy which supports the need  
for an inclusive and rapid transition to net-zero. This analysis is not a surprise, but it is another wake up call  
to the public and private sectors that timely implementation is critical. 

I am heartened by many of the advances of the private sector. Leading institutions have enhanced their 
disclosure and begun to experiment with risk and scenario analysis. Investment practices have evolved rapidly 
and meaningfully. Net-zero targets and financing commitments are being established. Training programs have 
been created to enhance knowledge and capacity. Guidance on legal and governance matters has emerged. 
Available risk capital has expanded. Notwithstanding these and other advances, there is an urgent need to 
grow the number of parties demonstrating concerted action, and to increase the scope, intensity, ambition, 
and speed of the efforts. One important learning is that as anticipated, for the financial system to act in a 
rational data-driven manner, data and disclosure are essential yet still lacking.

At the public sector level, again much has happened. Policies on carbon pricing have been further clarified. 
Emission reduction targets have been enhanced and will become law. Important advisory bodies have been 
established and regulators have begun to interact with the financial sector on risk and scenario planning. 
Infrastructure planning and funding has progressed. Retrofit finance is expanding. Additional support for 
cleantech innovation has been announced. Nevertheless, significantly more must be done, in conjunction 
with the private sector, to provide direction, establish boundaries, align regulation, and incent constructive 
action. The clarification of fiduciary responsibility, establishment of mandatory climate disclosure frameworks, 
and the accessibility and comparability of financially relevant climate data are, among other issues, ripe for 
advancement. Efforts surrounding these foundational issues remain limited or at early stages of development. 
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It is always easier to write a report than execute upon it, however, arguably, our collective analysis of relative 
trade-offs for more determined action remains somewhat short sighted. Our near-term risk aversion may 
underestimate the price for sluggish action, both environmentally and commercially, that might later be 
paid. Likewise, new opportunities for growth appear to be too heavily discounted in the face of uncertainty, 
notwithstanding what has been dubbed by many leading commentators ‘one of the greatest commercial 
opportunities of our time’.

All in all, I remain optimistic. Canada has the necessary ingredients to excel in this space: financial expertise, 
business acumen, sophistication in our public sector, and a uniquely collaborative mindset. All of these are 
critical to align capital in a manner which will support a timely, commercially successful and just transition 
for the benefit of Canadians and the world more broadly. We need to come together to invest in our future 
success by fully stepping up to our environmental and social challenges, and thereby making our economy 
healthier and more resilient. 

I anticipate that this report by the ISF will serve to improve our efforts in sustainable finance. I look forward 
to supporting the ISF as they continue to provide research, education, collaboration and engagement to 
accelerate solutions and hold all of us to account. 
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Executive Summary

The Canadian Expert Panel on Sustainable Finance (CEP) was 
convened in 2018 to explore opportunities and challenges facing 
Canada in this field.1 The panel’s terms of reference included 
working with the private sector and the federal government to 
consider private-public leadership opportunities to advance 
sustainable finance opportunities in Canada. The CEP released its 
final report in June of 2019, in the form of 15 recommendations 
“aimed at ‘connecting the dots’ between Canada’s climate 
objectives, economic ambitions and investment imperatives” 
(Expert Panel Report, I). The need to make these connections 
has only grown in urgency over the past two years in the wake 
of the most recent Intergovernmental Panel on Climate Change 
(IPCC) report, Canada’s heightened climate target ambitions, and 
intense global public and private sector focus on net-zero climate 
emissions, plans, and adaptation strategies. We have also seen 
increasing pressure from the global investment community to 
address and disclose material climate risk. 

The ISF has undertaken an assessment of Canada’s progress on the Expert Panel recommendations and on 
sustainable finance in general, and we highlight where there is need for additional and accelerated actions. 
There is a great deal of interconnectivity between the CEP recommendations and the key issues identified 
during the assessment process. This is a testament to the fact that the CEP hit the nail on the head in terms 
of identifying the key sustainable finance issues facing Canada, which is the good news. The bad news is that, 
despite considerable progress, many of the central issues noted in the CEP report facing Canada in 2019 are 
still among those we are grappling with today.

RESEARCH APPROACH

Our report begins with a thorough analysis of the progress made with respect to implementing the  
15 recommendations as a springboard to discuss more broadly the current state of sustainable finance 
development in Canada. We begin our analysis by conducting a landscape review of actions and initiatives  
that have taken place over the last two years with respect to the recommendations. We supplement this 
landscape review with an interview process that engaged 34 interviewees, including three of the four 
members of the CEP. The experts were chosen to provide diverse perspectives on the numerous sustainable 
finance issues facing Canada today. We also brought together an Advisory Council of experts from across  
the financial industry to provide input and advice on the research and analysis.
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PROGRESS ON CEP RECOMMENDATIONS 

The figure below summarizes our assessment of progress on the 15 recommendations.
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Significant: Substantial actions and increased momentum have resulted in tangible outcomes.

Moderate: Some substantial actions and/or meaningful momentum are increasing the near-term likelihood of tangible outcomes.

Marginal: While some action has taken place or is underway, momentum toward tangible outcomes has been slow.  

Minimal: Few actions have/are taking place and/or there is limited momentum toward tangible outcomes.
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KEY THEMES

We combined the results of our landscape review with the feedback from our interview process to identify 
key themes and potentially high impact areas critical to Canada’s future progress with respect to making an 
effective transition to a sustainable and prosperous economy. We briefly discuss each of these seven themes 
below, and refer the reader to the complete report for additional details:

1. Accelerated action and execution is needed. Canada has started to develop many of the 
foundational elements laid out in the Expert Panel recommendations necessary to accelerate 
sustainable finance. While it has only been two years since the release of the report, and we have 
been dealing with a global pandemic for the last year and a half, it is clear that progress has been 
too slow, and there is still a great deal of work to do. Clear execution is needed over the short term, 
and there is financial institution and expert support and engagement to help move this forward. 

• The most frequent comment made by interviewees was that Europe and the UK 
have been setting the tone in terms of discussions and actions related to sustainable 
finance issues, and that Canada has fallen behind. This leaves us playing catch-up, and 
it is becoming clear that the Biden Administration will be moving very quickly. 

• The general consensus among interviewees was that the private financial sector is now 
moving faster than the government and regulators in Canada. The government needs 
to set the framework and standards for the private sector to respond and to attract 
investment for industry to transition. Experts made particular reference to important 
foundational elements such as disclosure and fiduciary duty. The analysis and research 
on how to implement these elements are available, and governments need to act now 
to set these standards and to establish processes for their evolution over time.

2. Our financial ecosystem needs to embrace change. There was strong support for the need to 
shift the approach and behaviours of Canada’s investment industry and financial institutions. 
Sustainable finance has moved beyond being a functional requirement for firms, and it is 
now a commercial imperative. This was reflected in many comments relative to several 
specific and related issues, which are divided into private, public, and public-private sector 
categories below; although, there is clearly a relationship across the first two categories:

 Private Sector Focus
a. Creating and taking advantage of innovative financing options and investment 

products, which was the most frequently cited opportunity. 

b. Engaging the public and leveraging the retail investor base to support the net-zero transition.

c. Capitalizing on the investor engagement opportunity.

 Public Sector Focus
d. Mandating disclosures in alignment with the Task Force on Climate-related Financial Disclosures 

(TCFD) recommendations, as well as those of the Sustainability Accounting Standards Board (SASB).

e. Clarifying the scope of fiduciary duty in law and practice. 

 Public-Private Sector Focus
f. Use Canadian financial sector expertise on infrastructure to develop a 

pipeline of projects to finance in Canada for net-zero transition.

g. Addressing sustainable finance data issues.

h. Dealing with issues related to investment product labelling and greenwashing.

i. Dealing with the risks associated with capital flight. 

3. Canadian-specific solutions are required. We need sector-specific decarbonization pathways and 
transition scenarios that are supported by research within a Canadian context.1 Further, we need to 
develop the financing innovations and mechanisms for implementation. It is worth noting that supporting 
the energy transition was a commonly cited need for short-term action. In addition, transitioning the 
oil and gas sector and ensuring a just transition were commonly cited risks. Related to this theme, 
interviewees emphasized the importance of completing the Canadian Transition Taxonomy.

1 For example, please refer to: (1) “Transition Accelerator, “Pathways to Net-zero,” 
https://transitionaccelerator.ca/pathways-to-net-zero/; and, (2) Canadian Institute of Climate 
Choices, “Canada’s Net-zero Future,” https://climatechoices.ca/reports/canadas-net-zero-future/. 
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4. Sustainable finance must include more than climate. In the wake of COVID-19 and in the 
context of Canada’s reckoning with the urgency of truth and reconciliation with Indigenous 
peoples, interviewees urged for a broader, more inclusive, and socially concerned sustainable 
finance conversation. It is also important to consider biodiversity loss and ecosystem collapse, 
which the World Economic Forum rated as one of the top five risks over the next 10 years.2 

5. Canada’s net-zero transition requires a more unified approach and narrative. There has been a largely 
disaggregated mosaic of perspectives on sustainable finance and the net-zero transition in Canada. It  
was noted that the concept is still not well-defined and understood. As a result, which activities and 
actions count as net-zero remain to be determined and are likely to be industry-specific. There is a  
need to establish a more centralized voice and perspective for the country, as well as strengthened 
communication channels across public and private sectors. Relatedly, policy uncertainty in Canada 
continues to be a major concern among participants that were interviewed. 

6. While climate mitigation is critical, we need a greater focus on adaptation and resiliency. Many 
interviewees noted that climate resilience and adaptation have continued to be priorities as 
climate change impacts become more apparent. With increasing number and intensity of fires and 
floods across the country and their impacts on communities and businesses, it is not surprising 
that this is top of mind. In addition, concerns were raised about access to reinsurance, as the large 
reinsurers are European and feeling the pressure to transition away from high-carbon sectors. 

7. Clean Innovation and other opportunities need more support. The importance of capitalizing 
on cleantech opportunities, as well as our lack of progress to date in doing so was frequently 
noted. For example, technologies to support oil and gas transition such as hydrogen, and carbon 
capture, utilization, and storage (CCUS) were frequently raised as Canadian opportunities. 
Other “not to be missed” Canadian opportunities include scaling building retrofits, becoming 
a global leader in the production of transition materials (e.g., minerals to batteries to electric 
vehicle supply chain), and leveraging our low-carbon electricity grid for inter-provincial and 
North-South integration into US electricity markets. Finally, it was viewed that Canada has 
opportunities for nature-based solutions and taking advantage of carbon markets as they scale.

CONCLUSIONS

The transition of Canada’s economy to a sustainable and prosperous one is both a sprint and a marathon. What 
this report suggests is that we have been slow out of the gate, and also that we are making progress — there are 
some opportunities to make up for lost ground and to put ourselves in good position for the long run. The 
Canadian Expert Panel Report provided a strategic roadmap on sustainable finance for the public and private 
sectors to further develop and implement. Two keys to accelerating this progress are creating a more unified 
approach and unlocking private capital, so that it will increasingly be allocated through a sustainable finance lens. 

With global momentum continuing to build on sustainable finance, there is an urgent need to execute on the 
foundational recommendations of fiduciary duty, disclosure, transparent and usable data, and a clear taxonomy 
for transition. Additional collaboration, engagement, and a transparent process to bring together a coherent 
public and private sector perspective for executing on these foundational elements are required over the short 
and long term. The implementation of these foundations will inspire the confidence and clarity for unlocking 
private capital and the innovation needed to support industry sector transition, infrastructure development, 
and support for new industries and supply chains for a net-zero, sustainable economy. Success is essential for 
Canadian competitiveness. 

2 See: https://www.weforum.org/reports/the-global-risks-report-2020. 
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A. Landscape Review

This section discusses the highlights of our review of progress against the 15 recommendations of the 
Canadian Expert Panel on Sustainable Finance (CEP) with regards to actions and initiatives that have 
taken place and/or are in progress. Figure 1 depicts the state of progress in implementing the various 
recommendations. We elaborate on these conclusions below — in order of the recommendations.

PILL
AR 

III
: F

IN
AN

CI
AL

 P
RO

D
U

CT
S 

AN
D

 M
AR

KE
TS

 F
O

R 
SU

ST
AIN

ABLE
 GROWTH

PILLAR II: FOUNDATIONS FOR M
ARKET

 SC
AL

E

PILLAR I: THE OPPORTUNITY

Expand Canada’s green 
fixed income market, and 
set a global standard for 
transition-oriented financing. 

Promote sustainable 
investment as 
‘business as usual’ 
within Canada’s asset 
management community.

Define Canada’s 
clean technology 
market advantage.

Support the low carbon 
transition of Canada’s oil 
and gas industry.

Accelerate the development 
of a vibrant private 
building retrofit market.

Align Canada’s infrastructure strategy 
with its sustainable growth objectives.

Engage institutional 
investors in financing 
Canada’s future 
electricity grid.

Establish the 
Canadian Centre for 
Climate information 
and Analytics.

Define and 
pursue a Canadian 
approach to 
implementing 
the TCFD.

Clarify the scope 
of the fiduciary 
duty in the context 
of climate change.

Promote a knowledgeable 
financial support ecosystem.

Embed climate-related 
risk into Canada’s 
financial system.

Map Canada’s 
low-carbon path 
and create a capital 
plan to support it.

Help Canadians 
connect their 
savings to 
climate objectives.

Establish a 
standing Canadian 
Sustainable 
Finance Action 
Council (SFAC).

9

10

11

12

13

14
15

4

5

6

7
8

1

2
3

Significant: Substantial actions and increased momentum have resulted in tangible outcomes.

Moderate: Some substantial actions and/or meaningful momentum are increasing the near-term likelihood of tangible outcomes.

Marginal: While some action has taken place or is underway, momentum toward tangible outcomes has been slow.  

Minimal: Few actions have/are taking place and/or there is limited momentum toward tangible outcomes.

Progress Made 

FIGURE 1

10

https://www.canada.ca/en/environment-climate-change/services/climate-change/expert-panel-sustainable-finance.html
https://www.canada.ca/en/environment-climate-change/services/climate-change/expert-panel-sustainable-finance.html


Recommendation  
Map Canada’s long-term path to a low-emissions, climate-smart economy,  
sector by sector, with an associated capital plan. 

PROGRESS — MODERATE
still room for implementation and results 

REMAINING NEED FOR ACTION 

COMMENTS: 

There has been much progress with respect to Recommendation 1, but there is still much to be done. Some of 
the significant strides taken towards establishing this roadmap for Canada’s transition include the following:

• The Institute for Sustainable Finance (ISF) released its Capital Mobilization Plan report  
in September 2020, providing the capital plan to achieving Canada’s 2030 target.2 

• In December of 2020, the federal government announced that the price on carbon  
will increase to $170 per tonne by 2030.3

• Proposed regulations for the Clean Fuel Standard (CFS) were published in Canada Gazette, Part I,  
on December 18, 2020.4 

• In February 2021, the Canadian Institute for Climate Choices published “Canada’s Net-zero  
Future,” which provides an analysis of various potential pathways to net-zero in Canada.5

• On March 5, 2021, Environment and Climate Change Canada (ECCC) announced  
draft regulations to establish the Federal Greenhouse Gas Offset System.6 

• On March 25, 2021, the Supreme Court of Canada ruled that the current federal  
carbon pricing regime is constitutional.7

• On April 22, 2021, Canada announced plans to increase its emission reduction  
target to a 40-45% reduction by 2030 relative to 2005 levels.8

• In June 2021, Bill C-12, the Canadian Net-Zero Emissions Accountability Act,  
passed in the House of Commons and the Senate and will become law.9

• As part of Bill C-12 the Net-Zero Advisory Board was established as an independent group of  
14 members mandated to provide advice to the Minister of Environment and Climate Change,  
the Prime Minister and Cabinet on the pathways to get to net-zero and interim targets.

PILLAR I: THE OPPORTUNITY

Private Public
30% 70%

1 2 3
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PILLAR I

Recommendation  
Provide Canadians the opportunity and incentive to connect their savings  
to climate objectives. 

PROGRESS — MINIMAL
a gap to examine more deeply 

REMAINING NEED FOR ACTION 

COMMENTS: 

It is interesting to note that during the interview process, discussed in Section B, the 2nd most frequently 
cited need for action in the short-term is to leverage retail investors. This highlights the importance of 
Recommendation 2. Our discussion related to Recommendation 10 highlights a notable increase in the amount 
of financial assets being managed consistent with responsible investing principles, as well as a corresponding 
increase in the availability of sustainable investment product options. Unfortunately, there is a significant gap 
on progress made with regard to providing investing incentives, but some progress is currently in motion with 
respect to 2.2: 

• In October 2020, the CFA Societies Canada ESG Working Group submitted a response 
form regarding the Consultation Paper on the development of the CFA Institute ESG 
Disclosure Standards for Investment Products. The Exposure draft of the Standard was 
issued in May 2021, and the final version is expected in November 2021.10

• On October 7, 2020, the Canadian Investment Funds Standards Committee (CIFSC) released  
a proposal to adopt a Responsible Investment Fund Identification Framework followed by  
a 60-day comment period. One of the stated goals was to “align, to the greatest extent possible,  
with the terminology and the categories of RI strategies that the CFA chooses to promote.”11

• Securities regulators are also beginning to intervene in the area of labelling of ESG 
investment products and are concerned about investor protection.12 

Private Public
50% 50%

1 2 3
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PILLAR I

Recommendation  
Establish a standing Canadian Sustainable Finance Action Council (SFAC),  
with a cross-departmental secretariat, to advise and assist the federal  
government in implementing the Panel’s recommendations.

PROGRESS — SIGNIFICANT
recently completed 

REMAINING NEED FOR ACTION 

COMMENTS: 

Progress on this recommendation took some time, but the SFAC has recently been established,  
and its efforts will be important for getting results on many of the other CEP recommendations:

• In December 2020, the federal government announced a commitment of $7.3 million over three 
years for the Department of Finance and ECCC to create a public-private Sustainable Finance Action 
Council (SFAC) aimed at developing a well-functioning sustainable finance market in Canada.13 

• The Council was formed in June 2021, with a principal mandate “to make recommendations on 
critical market infrastructure needed to attract and scale sustainable finance in Canada, including: 
enhanced assessment and disclosure of climate risks and opportunities; better access to climate 
data and analytics; and common standards for sustainable and low-carbon investments.”14

Private Public
35% 65%

1 2 3
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PILLAR II: FOUNDATIONS FOR MARKET SCALE

Private Public
35% 65%

Recommendation  
Establish the Canadian Centre for Climate Information and Analytics (C3IA)  
as an authoritative source of climate information and decision analysis. 

PROGRESS — MINIMAL
lots of room to go

REMAINING NEED FOR ACTION 

COMMENTS:

There has been limited progress made with regard to this recommendation. This is unfortunate since data 
issues are frequently raised in discussions regarding impediments to allocating capital to sustainable finance 
solutions. However, the SFAC has set up a sub-committee to examine this issue and to come up with solutions.

We do note the following activities that have occurred with respect to this recommendation:

• In June 2019, the Government of Canada launched ClimateData.ca, a new climate data portal.  
It was developed for users such as public health professionals, engineers, and planners, who require 
more than general climate change information to help understand and adapt to climate change.15

• In August of 2020, the Smart Prosperity Institute published “Bridging the Transparency Gap in  
Sustainable Finance: Advancing the Business Case for the Canadian Centre for Climate Information  
and Analytics (C3IA).16

• The ISF is currently in the process of developing a Climate Finance Data Lab.

4 5 6 7 8
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PILLAR II

Recommendation  
Define and pursue a Canadian approach to implementing the recommendations  
of the Task Force on Climate-Related Financial Disclosures (TCFD). 

PROGRESS — MARGINAL
need to move faster

REMAINING NEED FOR ACTION 

COMMENTS:

During the interview process, the most frequently cited need for action in the short term was to mandate 
TCFD disclosures, which was noted by 15 interviewees. This reflects the importance of having reliable 
information in order to allocate capital using a sustainable finance lens. While some progress has been made 
and we seem to be heading in the right direction, things simply seem to be moving too slowly on this front, 
especially when compared to international action: 

• By August of 2021, there were 94 Canadian TCFD Supporters, including 59 financial institutions.17

• According to Milani, as of 2020, 42% of S&P/TSX Composite Index issuers reported 
in alignment with the TCFD recommendations, up from 30% in 2019.18

• As part of the federal government’s COVID-19 economic recovery strategy, Large Employer 
Emergency Financing Facility (LEEF) recipient companies were required to commit to publish 
annual climate-related disclosure reports consistent with the TCFD recommendations.19

• On November 25, 2020, the CEOs of eight largest Canadian pension plan investment managers, 
issued a rare joint statement expressing support for companies and investors to provide 

“consistent and complete” ESG information by leveraging the SASB and TCFD frameworks.20 

• Ontario’s 2021 Budget references the recent Ontario Capital Markets Modernization Taskforce  
report recommendation that the Ontario Securities Commission (OSC) mandate companies to provide 
ESG disclosure that complies with a significant portion of the approach adopted by the TCFD.21 

• In Budget 2021, the federal government announced plans to engage with provinces and 
territories, with the objective of making climate disclosures, consistent with the TCFD, part 
of regular disclosure practices for a broad spectrum of the Canadian economy.22

• During June 2021, Canada’s 10 largest pension plans submitted a Statement of Support to the 
Securities Exchange Commission (SEC) regarding climate disclosures, stating “We recommend 
moving beyond a principles-based approach, by leveraging the TCFD Framework.” 23

• On August 3, 2021, the Canadian Bond Investors Association (CBIA), which represents 
over 50 members managing more than $1.2 trillion in fixed income AUM, published 
a “Statement on ESG Disclosure and Sustainable Labeled Bonds.” The CBIA asks that 
companies report relevant ESG data such as those endorsed by SASB and the TCFD.24

Private Public
30% 70%

4 5 6 7 8
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PILLAR II

Recommendation  
Clarify the scope of fiduciary duty in the context of climate change. 

PROGRESS — MODERATE
progress has emanated mainly from the private sector and in the form of legal opinions

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, clarifying the scope of fiduciary duty in practice and in law tied for the second 
most frequently cited need for action in the short-term, as noted by 12 interviewees. This reflects the 
importance of having capital allocators and other companies recognize the importance of climate change 
in their business and capital allocation decisions. While there has been no significant movement on the 
regulatory front with respect to this recommendation, the private sector, particularly financial institutions, 
have come to recognize the relevance of climate change in their decision-making process. Some recent legal 
opinions have verified the importance of climate change for corporations and pension funds:

• In response to CEP Recommendation 6, Sarra and Williams, both Canadian members of the 
Commonwealth Climate and Law Initiative, published a 2019 report that included recommendations  
with respect to both fiduciary obligations and disclosure requirements.25 

• In June of 2020, Hansell LLP published an important legal opinion indicating that Canadian directors  
are obligated to consider climate change risks and opportunities relevant to the companies of which  
they sit on the board.26

• The Institute for Corporate Directors (ICD) is the host of Chapter Zero Canada, the Canadian chapter  
of the World Economic Forum’s (WEF) Climate Governance Initiative (CGI). 27 The WEF has developed  
a set of Climate Governance Principles for boards of directors, set out in its white paper, “How to Set  
Up Effective Climate Governance in Corporate Boards: Principles and Questions.”28

• In December 2020, the Canada Climate Law Initiative published “Audit Committees and Effective  
Climate Governance: A Guide for Boards of Directors.”29

• At the institutional investing level, RBC’s 2020 Responsible Investment Survey of over 800 global  
investors showed that among the Canadians included in this survey 63% integrated ESG factors  
because they believed it was a component of their fiduciary duty.30

• A May 2021 legal opinion by Randy Bauslaugh of McCarthy Tétrault LLP, states that climate change 
considerations lie squarely under the fiduciary responsibilities of pension plans.31 The report arrives  
at this conclusion based on interpretation of current law, and an acceptance of the fact that climate  
change is a material financial consideration. 

• In June 2021, the Commonwealth Climate and Law Initiative (CCLI) published a “Primer on Climate 
Change: Directors’ Duties and Disclosure Obligations.”32

Private Public
10% 90%

4 5 6 7 8

16



PILLAR II

Recommendation 
Promote a knowledgeable financial support ecosystem. 

PROGRESS — MODERATE
room to accelerate uptake and ensure a coordinated and collaborative approach 

REMAINING NEED FOR ACTION 

COMMENTS: 

There has been moderate progress with respect to improving knowledge and understanding of sustainable 
finance issues, but there is still room to go. Some of the significant efforts include the following:

• Several organizations throughout Canada are actively strengthening education, training, and  
collaborative initiatives on climate-related financial risks and opportunities, such as the Responsible 
Investment Association (RIA), CPA Canada, the CFA Institute and Canadian CFA societies, Finance 
Montreal, the Global Risk Institute (GRI), the Institute for Corporate Directors (ICD), the Canadian 
Coalition for Good Governance (CCGG), and the ISF. 

• The Canadian Sustainable Finance Network (CSFN) was formed in October 2019, with 42 members 
representing 14 institutions, and has grown to over 90 members representing 25 institutions. The CSFN  
is an independent research and educational academic network that convenes academia, industry, and 
government for bi-monthly research webinars, an annual conference and various other activities devoted 
to sustainable finance issues.33
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PILLAR II

Recommendation 
Embed climate-related risk into monitoring, regulation and supervision  
of Canada’s financial system.

PROGRESS — MODERATE
room to move

REMAINING NEED FOR ACTION 

COMMENTS: 

There has been moderate progress on this recommendation, with things moving in the right direction since the 
Bank of Canada joined the Central Banks’ and Supervisors’ Network for Greening the Financial System (NGFS) 
in 2019. Many interviewees expressed optimism regarding the impact of the current pilot project regarding 
climate change scenarios being developed by the Bank, the Office of the Superintendent of Financial 
Institutions (OSFI), and several key financial institutions. 

• In March 2019, the Bank of Canada announced that it had joined the NGFS, and subsequently identified 
climate change as one of key systemic vulnerabilities to the financial system.34

• In January 2021, OSFI released a consultation paper regarding climate-related risks and the financial  
sector. With respect to its oversight of federally regulated financial institutions (FRFIs) and federally 
regulated pension plans (FRPPs). The paper notes that while “OSFI’s current guidance does not reference 
climate-related risks specifically, it includes principles and expectations that are relevant to FRFI’s (FRPPs) 
management of these risks.” 35

• OSFI and the Bank of Canada are in the midst of a pilot project, along with a number of key Canadian 
financial institutions, to use climate-change scenarios relevant to Canada to better understand the risks  
to the financial system with respect to a transition towards a low-carbon economy.36
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Recommendation 
Expand Canada’s green fixed income market, and set a global standard  
for transition-oriented financing. 

PROGRESS — MODERATE
need to step it up

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, completion of the Canadian taxonomy was the 6th most frequently mentioned 
required action in the short term, while developing innovative financing was the most frequently mentioned 
opportunity. Both facts reflect the importance of developing vibrant green and transition markets, as well as 
an accompanying taxonomy. There has been moderate progress on these issues, but much work remains, and 
implementation efforts need to be accelerated. The SFAC has set up a sub-committee to take the Transition 
Taxonomy work to date and to develop it further into a viable initiative:

• In April 2019, the Canadian Standards Association (CSA Group) established a Transition Taxonomy 
Technical Committee (TTTC), responsible for developing a Sustainable Finance-Defining Green Taxonomy 
for Canada. The TTTC is currently developing a framework for both a Canadian-specific standard, and  
for Canada’s participation in formulating a new ISO Sustainable Finance Standard.37 The final report is 
expected to be released during the fall of 2021.

• The Government of Canada announced intentions to issue its first sovereign green bond in December 2020.38 
Within Budget 2021, it was announced that the government will publish a green bond framework in the 
coming months in advance of the inaugural sovereign green bond, with an issuance target of $5 billion.39 

• In March 2021, sustainable bonds began trading on the Toronto Stock Exchange (TSX).40 

• Currently, the International Capital Markets Association’s (ICMA) Green Bond Principles, Sustainability-Linked 
Bond Principles, and Climate Transition Finance Handbook Guidance for Issuers serve as important tools 
for global standards on transition-oriented financing.41 42 

• As of Q1 2021, Canada had issued a cumulative total of $35 billion USD of green, social and sustainability 
(GSS) debt, placing the country 11th globally, with green bonds and loans originating in Canada comprising 
$30 billion USD of the total.43 During 2020, Canadian green bond issuance exceeded $8.5 billion USD, up 
from $7.0 billion in 2019, $5.5 billion in 2018, and just $537 million USD in 2016.44
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PILLAR III

Canada Green Bond Scorecard

Global ranking end of Q1 2021: 9th Number of bonds: 79

Contribution to Canadian green, social and 
sustainability (GSS) bond market: 86%

Average size: $459.7 million CAD ($380m USD)

Number of entities: 32 Repeat issuers: 18

Biggest issue/amount:  
Province of Ontario / $7.5 billion CAD

Contribution to the Canadian debt market: 0.8%

Source: Climate Bonds Initiative (https://www.climatebonds.net/files/reports/north_america_sotm_final.pdf)
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PILLAR III

Recommendation  
Promote sustainable investment as “business as usual” within Canada’s asset 
management community. 

PROGRESS — MODERATE
need to step it up

REMAINING NEED FOR ACTION 

COMMENTS: 

There has been moderate progress on this recommendation, with leadership coming from the large pensions, 
the banks, and independent asset managers. As with many of the recommendations, despite progress, there 
still is room for future progress:

• By December 2020, more than 3,000 global investors responsible for over USD $100 
trillion in assets were signatories of UN-PRI, including over 150 Canadian signatories.

• According to the 2020 Responsible Investment Association’s (RIA) 2020 Canadian Responsible 
Investment Trends Report as of December 31, 2019, there were $3.2 trillion in responsible 
investment (RI) assets under management (AUM), a 48% growth in RI AUM over a two-year 
period. RI represents 61.8% of Canada’s investment industry, up from 50.6% two years ago.45

• RBC’s 2020 survey of 809 global institutional investors and investment consultants found 
that 75% integrate ESG factors into their investment decisions. Among the Canadians 
sampled 87% believed that integrating ESG factors can help mitigate risk, 70% believed 
ESG-integrated portfolios help generate long-term sustainable alpha, and 63% integrated 
ESG factors because they believed it was a component of their fiduciary duty.46

• Morningstar identified 41 new sustainable funds and ETFs that came to market from 
Canadian domiciled fund manufacturers during 2020, more than double than 2019. Further, 
over the past three years, assets invested in sustainable funds and ETFs have doubled, and 
Morningstar estimates that the year-over-year assets in the space have grown by 67%.

• As announced in February 2021, the RIA, the Shareholder Association for Research and Education 
(SHARE) and Ceres are working on establishing the Climate Engagement Canada (CEC) initiative, to 
serve as a national engagement program akin to Climate Action 100+ as per Recommendation 10.2.47 

• Based on the Global Sustainable Investment Alliance 2020 Review, sustainable investing 
assets grew in Canada more than threefold from $1 trillion CAD in 2014 to $3.2 trillion in 2020. 
Canada is now the market with the highest proportion of sustainable investment assets at 62%, 
followed by Europe (42%), Australasia (38%), the United States (33%) and Japan (24%).48 
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PILLAR III

Proportion of sustainable investing assets relative  
to total managed assets 2014-20
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*Europe and Australasia have enacted significant changes in the way sustainable investment is defined in these 
regions, so direct comparisons between regions and with previous versions of this report are not easily made.
Source: Global Sustainable Investment Alliance 
(http://www.gsi-alliance.org/wp-content/uploads/2021/08/GSIR-20201.pdf)
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PILLAR III

Recommendation 
Define Canada’s clean technology market advantage and financing strategy. 

PROGRESS — MARGINAL
key priority

REMAINING NEED FOR ACTION 

COMMENTS:

During the interview process, development of hydrogen was tied for second as one of Canada’s greatest 
opportunities, development of carbon capture and storage (CCUS) was tied for 4th, while taking advantage  
of carbon markets and nature-based solutions was 6th. Unfortunately, the consensus is that there has  
been insignificant progress in developing a cleantech advantage for Canada, and there is still much to  
do on this recommendation:

• On March 4, 2021, the federal government announced $2.75 billion in funding over five years,  
starting in 2021, to enhance public transit systems and switch them to cleaner electrical power,  
including supporting the purchase of zero-emission public transit and school buses.49

• In December 2020, Natural Resources Canada (NRCan) announced a Hydrogen Strategy for Canada.  
The Hydrogen Strategy for Canada lays out a framework for actions that will cement hydrogen  
as a tool to achieve the goal of net-zero emissions by 2050 and position Canada as a global, industrial 
leader of clean renewable fuels.50 

• In March 2021, Canada and Germany signed a memorandum of understanding (MOU), which outlines a 
plan to co-operate on energy policy and research. Hydrogen is expected to play a central role as outlined  
in section IV of the Areas of Cooperation within the MOU.51

• The Transition Accelerator is developing a hydrogen HUBs initiative designed to accelerate the development 
of regional hydrogen economies in locations across the country with low-cost, low-carbon hydrogen. These 
HUBs will later be connected to others across Canada to break the cycle of insufficient hydrogen supply 
and demand, and achieve sufficient scale for a strong Canada-wide hydrogen economy. HUBs have been 
launched in Edmonton and Medicine Hat as of August 2021.

• Canada’s first hydrogen HUB was launched in April 2021 outside of Edmonton, with $2 million in funding 
from Western Economic Diversification Canada, Alberta’s Industrial Heartland Association and Emissions 
Reduction Alberta.52 

• In June 2021, the Federal and Alberta government signed an agreement with a private company that could 
lead to a $1.3 billion hydrogen plant being built in Edmonton.53
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PILLAR III

• There are multiple avenues for funding available to Canadian cleantech companies available through 
Export Development Canada (EDC), Business Development Canada, as well as Sustainable Development 
Technology Canada (SDTC). Additionally, the Clean Growth Hub is a free service offered by the Government, 
that works with clean technology producers and adopters to help find federal programs and services  
to advance clean tech projects.54

• In December 2020, the federal government announced a $3 billion investment over 5 years through 
the Strategic Innovation Centre’s Net-zero Accelerator, which supports projects reducing domestic 
emissions across the economy.55 Additionally, Budget 2021 adds up to $17.6 billion in green recovery 
spending, including an additional $5 billion seven-year commitment to the Net-Zero Accelerator.56

• Within Budget 2021, is a proposal to reduce, by 50%, the general corporate and small business  
income tax rates for businesses that manufacture zero emission technologies. The reductions  
would go into effect on January 1, 2022, and would be gradually phased out starting January 1, 2029  
and eliminated by January 1, 2032.57 

• Further, the Budget proposes an investment tax credit for capital invested in carbon capture, utilization, 
and storage (CCUS) projects,58 as well as $319 million in funding over seven years to support research, 
development, and demonstrations to improve the commercial viability of CCUS.

• In June 2021, Natural Resources Canada launched a $1.5 billion Clean Fuels Fund. The fund will support 
building new or expanding existing clean fuel production facilities, including hydrogen, renewable diesel, 
synthetic fuels, renewable natural gas and sustainable aviation fuel.59

• On August 9, 2021, Natural Resources Canada opened a call for studies on carbon capture technologies.60 

• Canada’s cleantech sector, including renewables and clean energy firms listed on the TSX and TSXV, 
secured $3.09 billion in equity financings during the first half of 2021, a 335% increase over the same 
period last year, according to data from the TMX Group.61

TSX & TSXV Clean Energy and Renewable Market Cap and 
Financings for First Half

H1 ‘15 H1 ‘16 H1 ‘17 H1 ‘18 H1 ‘19 H1 ‘20 H1 ‘21

Number of issuers 119 109 96 90 84 81 88

Market capitalization ($ Bn) 29.04 33.73 41.39 40.81 44.70 53.17 89.13

New listings 2 2 1 3 1 0 16

Equity capital raised ($M) 1,450 2,414 287 1,401 324 831 3,090

Number of financings 50 47 29 45 36 24 44

Source: Financial Post (https://financialpost.com/commodities/energy/renewables/canadian-cleantechs-335-surge-in- 
financing-sets-up-record-year)
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PILLAR III

Recommendation 
Support Canada’s oil and natural gas industry in building a low-emissions,  
globally competitive future. 

PROGRESS — MARGINAL
key priority

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, supporting the energy transition, particularly enabling the oil and gas sector to 
leverage on expertise and ensure a just transition, was the 4th most common need for action in the short term. 
Transitioning the oil and gas sector was also ranked as the most commonly cited risk for Canada. Both results 
point to the importance of Recommendation 12, as well as to the fact that there has been only marginal 
progress, suggesting there is still much to do with this very complicated issue. The bullets below highlight 
some of the progress that has been made since 2019:

• In April 2020, a $750-million Emissions Reduction Fund was announced to reduce methane and GHG 
emissions in the oil and gas industry. This fund provides primarily repayable funding to eligible onshore  
and offshore oil and gas firms to support their investments to reduce GHG emissions by adopting  
greener technologies.62

• Within the same announcement, the federal government stated intentions for up to $1.72 billion  
in funding, including funding to the governments of Alberta, Saskatchewan, and British Columbia,  
and the Alberta Orphan Well Association, to clean up orphan and/or inactive oil and gas wells.63 

• The Government of Canada has a commitment in place to reduce methane emissions from the oil  
and gas sector by 40-45% below 2012 levels, by 2025.64

• Of the 20 Canadian energy firms publicly traded on the S&P/TSX Composite Index, 12 (60%) have  
existing emission reduction targets.65

• The Canadian government has committed to phasing out “inefficient fossil fuel subsidies” by 2025.66 
According to the International Institute for Sustainable Development (IISD), federal fossil fuel subsidies 
reached at least $600M in 2019,67 jumping to at least $1.91 billion in 2020, although the majority of this 
increase is attributed to measures announced in the wake of COVID-19.68

• CPA Canada has recently published a “Consultation Report on the Canadian Energy Sector’s Transition  
to Net-Zero” with the aim to identify critical gaps in order to achieve a unified national position that  
will enable Canada to thrive in the low-carbon transition and remain globally competitive in the  
net-zero economy.69
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PILLAR III

• The Alberta Carbon Trunk Line (ACTL) system became operational in 2020. It represents a large-scale 
CCUS system, which was “designed as the backbone infrastructure needed to support a lower carbon 
economy in Alberta, the ACTL system captures industrial emissions and delivers the CO₂ to mature oil and 
gas reservoirs for use in enhanced oil recovery and permanent storage.”70 It represents the world’s largest 
capacity pipeline for CO₂ from human activity, and can transport “up to 14.6 million tonnes of CO₂ per year, 
representing approximately 20% of all current oil sands emissions.”71

• In June of 2021, Pembina Pipeline Corporation and TC Energy Corporation announced plans to jointly 
develop a world-scale carbon transportation and sequestration system that will be capable of transporting 
more than 20 million tonnes of CO2 annually, based on leveraging existing pipelines and a newly developed 
sequestration hub, the Alberta Carbon Grid.72

• In June 2021, companies operating approximately 90% of Canada’s oil sands production announced  
plans to achieve net-zero GHG emissions from oil sands operations by 2050. The Oil Sands Pathway to 
Net-zero initiative is comprised of Canadian Natural Resources, Cenovus Energy, Imperial, MEG Energy 
and Suncor Energy.73
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PILLAR III

Recommendation 
Accelerate the development of a vibrant private building retrofit market. 

PROGRESS — MARGINAL
need to follow up and capitalize

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, building retrofits was tied as the 4th greatest opportunity for Canada, which is 
consistent with the ISF’s Capital Mobilization plan, which noted that retrofits represented the lowest hanging 
fruit in terms of Canada achieving its 2030 Paris agreement emission reduction targets. There has been 
marginal progress on this recommendation and implementation continues to lag:

• In September 2020, the Task Force for a Resilient Recovery published its recommendation report,  
which proposed $27.25 billion in government investment over five years in climate-resilient and  
energy-efficient buildings.74 

• In October 2020, $2 billion in funding directed towards building retrofits through the Canada 
Infrastructure Bank was announced.75 Following the announcement, in March 2021, CIB published  
details surrounding the retrofit funding eligibility requirements.76

• In October 2020, Efficiency Canada published “Strengthening Canada’s Building Code Process  
to Achieve Net-Zero Emissions.” 77

• In November 2020, it was announced that under the Greening Government Strategy, all new federal 
buildings (including build-to-lease and public-private partnerships) will be net-zero carbon and require  
a climate change risk assessment incorporating both current and future climate conditions.78

• Budget 2021 includes $4.4 billion in funding to the Canada Mortgage and Housing Corporation (CMHC)  
to assist homeowners complete deep home retrofits through interest-free loans of up to $40,000.79

• In April 2021, Indigenous Clean Energy (ICE) published “The Value Proposition for Financing Energy 
Efficient Homes in Indigenous Communities Canada-Wide.”80 

• On July 14, 2021, the Toronto City Council approved a Net-zero Existing Buildings Strategy  
as part of achieving the City’s Transform TO goal to reduce community-wide emissions to  
net-zero by 2050 or sooner.81
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PILLAR III

Recommendation  
Align Canada’s infrastructure strategy with its long-term sustainable growth 
objectives and leverage private capital in its delivery.

PROGRESS — MARGINAL
key priority

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, taking advantage of infrastructure was the 3rd most recurring theme mentioned 
by interviewees. There has been some progress on this recommendation, but much more needs to be done, 
particularly in terms of unlocking private sector investment in Canada’s net-zero transition:

• On October 1, 2020, Prime Minister Justin Trudeau announced $10 billion in new major infrastructure 
initiatives through the Canada Infrastructure Bank (CIB). 

• Following up on this announcement, on March 4, 2021, the federal government announced $2.75 billion  
in funding over five years, starting in 2021, to enhance public transit systems and switch them to cleaner 
electrical power, including supporting the purchase of zero-emission public transit and school buses.82 

• The CIB maintains a target to invest $1 billion in Indigenous infrastructure projects across its five priority 
sectors: Clean Power; Green Infrastructure; Public Transit; Broadband; and, Trade & Transportation.83

• In July 2021, Transport Canada, Infrastructure Canada, Finance Canada, and the CIB announced progress 
on plans to develop a high frequency rail line from Toronto to Quebec City, connecting Toronto, Ottawa, 
Montreal and Quebec City.84 

• On July 29, 2021, Infrastructure Canada released “Recommendations for Moving Forward on Canada’s 
First National Infrastructure Assessment.”85
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Recommendation 
Engage institutional investors in the financing of Canada’s electricity grid  
of the future.

PROGRESS — MINIMAL
lots of room to go 

REMAINING NEED FOR ACTION 

COMMENTS: 

During the interview process, supporting the energy transition was the 4th most frequently cited short term 
need for action, while developing a North-South electricity grid was rated as the 8th greatest opportunity. 
Unfortunately, despite much talk, there has been limited progress on developing a sustainable and efficient 
electricity grid for Canada.

• In May 2020, the Northeast Electrification and Decarbonization Alliance and HEC Montreal 
published a report on Northeast USA-Canada Decarbonization.86 The report provides the perspective 
that deeper regional integration in the electricity sector across the North American Northeast 
can bring substantial emission reductions through the deployment of renewable energy.

• On April 13, 2021, the CIB and ITC Investment Holdings (ITC) signed an agreement in principle to invest 
$1.7 billion in a Lake Erie Connector project. The project is a proposed 117 km underwater transmission 
line connecting Ontario with the PJM Interconnection, the largest electricity market in North America.87 

• NRCan’s Smart Grid Program, which was launched in 2018, is allocating funds of $100 million over four 
years to utility-led projects to reduce GHG emissions, better utilize existing electricity assets and foster 
innovation and clean jobs.88

• On June 2, 2021, NRCan launched “The Smart Renewables and Electrification Pathways Program”  
(SREPs), a $964 million program to support renewable energy and grid modernization projects that  
will lower emissions.89

• On July 14, 2021 Transition Accelerator launched “Canada Grid,” a new initiative focused on  
accelerating electricity grid integration to Power Canada’s Net-Zero Future.90
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B. Summary of Interviews 

This section discusses the highlights of the 34 interviews we conducted with various sustainability and 
sustainable finance experts from across Canada, including three of the four members of the Canadian Expert 
Panel on Sustainable Finance. The list of interviewees can be found in Exhibit 1 at the end of this report. 
The experts were chosen to provide diverse perspectives on the numerous sustainable finance issues facing 
Canada today. 

One of the striking observations that arose from the interviews is that the CEP clearly hit the nail on the head in 
terms of identifying key issues, since almost all the topics came up during our conversations. Unfortunately, lack 
of progress on many of the issues that were addressed in the recommendations was a recurring theme, which 
indicates that we still have to move quickly and decisively on many of these issues to implement these suggestions. 

Overall, the interviews provided support for the conclusions of our landscape review in Section A in terms  
of progress towards achieving specific recommendations. They also provided additional insights regarding  
the perceived importance and potential impact of making progress with respect to several of the 
recommendations, as well as painting a broader picture of key sustainable finance issues in Canada. 

We have organized our discussion of the interviews into four categories: main recurring issues and  
themes; potential needs for short-term action; key opportunities; and key risks and impediments.
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MAIN RECURRING ISSUES AND THEMES 

Figure 2 depicts the nine most frequently referenced sustainable issues throughout the interviews and notes 
the number of times a particular issue was referenced by interviewees. We discuss each of these issues in 
order of the number of times they were referenced. 

FIGURE 2:

Main Recurring Themes and Concerns 

0 5 10 15 20

Canada has fallen behind Europe and the UK, and 
it is unclear where we stand in relation to the US

Need to shift approach and behaviours of investment 
industry and financial institutions

Canada has developed some foundational 
elements but a great deal of work remains

Use financial expertise on infrastructure to 
develop projects to finance Canadian transition

COVID-19 pandemic has brought social 
issues to the forefront

Disaggregated perspectives on sustainable 
finance and the net-zero transition

Prioritize sector-specific decarbonization 
pathways and transition scenarios

The conversation around sustainable 
finance needs to move beyond just climate

Net-zero has become the dominant focus
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Canada has largely fallen behind Europe and the UK, and it is unclear where  
we will stand in comparison to the United States. 
Many interviewees felt that Europe and the UK have been setting the tone in terms of discussions and 
actions related to sustainable finance issues and that Canada remained relatively neutral during the Trump 
Administration in the US. This leaves us playing catch-up as it is clear that the Biden Administration will be 
moving very quickly. The general consensus among interviewees was that the private financial sector has  
been moving faster than government, particularly with regard to the important foundational elements of 
disclosure and fiduciary duty.

“A notable takeaway for the Expert Panel was Canada’s trailing progress relative 
to other peer jurisdictions in mobilizing sustainable finance with purpose and 
coordination. Canada has the financial acumen and innovative capacity to be a model 
leader in transitioning a resource-rich economy toward a net-zero, climate-smart 
future. But it will require swifter action, determined investment and more committed 
alliance between business, government and civil society.”

Barb Zvan, President and CEO, University Pension Plan 
Member of Canadian Expert Panel on Sustainable Finance 

“Europe is way ahead…Canada is making the right noises and starting, but it really  
does feel, because we are risk-averse and resource-heavy, we are taking longer  
to start, and longer to catch up…and that is troubling.” 

Pamela Steer, Advisory Board, Institute for Sustainable Finance 

Canada has started to work on some of the foundational elements laid out in the 
Expert Panel recommendations necessary to accelerate sustainable finance, but 
there is still a great deal of work to do. Now it is time to execute.
Bill C-12, the Canadian Net-Zero Emissions Accountability Act, has passed in the House of Commons and 
the Senate and will now become law.91 This has firmly established the destination for Canada; however, the 
specific pathways necessary to arrive at this destination remain uncertain, particularly with respect to Canada’s 
oil and gas sector. The March 2021 Supreme Court of Canada ruling on the constitutionality of federal carbon 
pricing92 has established a robust precedent and sends a strong signal to market participants. 

Many participants were encouraged by the establishment of the Sustainable Finance Action Council and the 
Net-zero Advisory Body. The role of these organizations could prove to be essential catalysts in Canada’s 
acceleration of sustainable finance. The creation of the Canada Infrastructure Bank (CIB) is largely seen  
as a positive development, but some remained skeptical regarding its effectiveness thus far. 

“Historically, private industry was slower to get its head around sustainable finance, 
the academics and NGOs were ahead, government was slow…but I think the 
Expert Panel effort and the extensive engagement and outreach that supported 
the recommendations acted to a certain extent as a catalyst for some of the private 
thinking that had been missing.” 

Kathy Bardswick, Chair, Sustainable Finance Action Council 
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Use of financial expertise to develop large infrastructure projects for net-zero 
transition in Canada
There has been some recent activity in the infrastructure space in Canada, with several developments 
discussed in Section A with respect to Recommendation 14. For example, based on recent information  
from the CIB website, the Bank is now participating in 23 projects.93 

However, despite several positive signs, interviewees were virtually unanimous regarding the lack of attractive 
and financeable infrastructure projects to support net-zero transition within Canada. As a result, it was noted 
that many large Canadian institutional investors are deploying capital in other markets. With the infrastructure 
investment expertise that is housed within Canadian institutional investors there is a need to access this talent 
to come up with solutions for made in Canada investments. 

“We have invested in BC and Canada, but not because it comes from a specific 
mandate…I think there continues to be opportunity for the Canadian Infrastructure 
Bank to provide leadership in fully engaging long term institutional capital such as 
ours in respect to developing infrastructure projects in the country.”

Jennifer Coulson, Vice President, ESG, British Columbia Investment Management Corporation 

The need to shift the approach and behaviours of Canada’s investment industry  
and financial institutions

The Potential for Developing Canadian Battery and ZEV Supply Chains
CLEAN ENERGY CANADA AND THE TRANSITION ACCELERATOR

  A significant re-channeling of investments away from fossil fuel projects and towards the clean 
energy economy will be needed in the coming decades. Batteries—used to store clean electricity 
and power our future vehicles, buildings and industry—will be the lynchpin of this transition. 
According to the International Energy Agency, the equivalent of 20 battery gigafactories must 
be built each year for the next ten years to meet the world’s net-zero emissions by 2050 target. 
This translates into a global battery market valued at over $100 billion by 2030 and a 500% 
increase in demand for battery minerals like graphite, lithium, and cobalt by 2050. Right now, 
80% of the world’s batteries are produced in Japan, South Korea, and China. In fact, the whole 
of the global automotive supply chain is facing significant disruption as a result of the push to 
electrification. With over 500,000 direct and indirect automotive sector jobs across the country, 
electrification represents both a significant threat and opportunity for Canada. 

Fortunately, Canada is home to all the metals and minerals needed in the battery supply chain. 
Our track record of responsibly produced resources and abundant clean electricity to power 
low-carbon operations means we’ll be particularly competitive in a world increasingly looking 
for sustainable batteries and input materials. BloombergNEF has ranked Canada as 4th in the 
world for its battery supply chain potential, and the EU and US view Canada as a secure source 
of sustainable raw materials. Canada is also home to a number of globally competitive Zero 
Emission Vehicle (ZEV) companies, particularly in the medium to heavy duty space. 
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Developing Canada’s battery-and the broader ZEV supply chain will help anchor our auto sector 
(second-largest export) and ensure that we capture the jobs and value created in the transition 
to electric vehicles. The federal government has acknowledged Canada’s battery advantages and 
has taken initial steps to advance the industry. Recent investments supporting EV assembly in 
Ontario and battery module production in Quebec are putting Canada on the EV and battery 
map. Further commitments made in the 2021 federal budget and strategic investments by the 
Government of Quebec will help grow some parts of the supply chain and keep Canada moving 
in the right direction. 

However, a recent report emerging from an industry roundtable convened by Clean Energy 
Canada has revealed that the efforts to-date are insufficient given the scale of this opportunity 
and the speed at which other countries are moving to capture it. For instance, in 2017, the 
EU established the European Battery Alliance, which has dedicated over €6 billion to building 
the region’s supply chain. Already the EU has over 15 large-scale battery-cell factories under 
construction. President Joe Biden’s infrastructure bill earmarks $6 billion for battery materials 
processing and manufacturing projects, with another $140 million allocated for a rare earths 
demonstration plant.

The window of opportunity to enter the battery market and to help our broader sector compete 
in the ZEV space is now, and more is needed to support the build-out of Canada’s domestic 
industry. In short order, Canada needs to develop an action plan to expand and promote its 
clean-battery advantage and an ambitious industrial road map to support the automotive 
sector’s transition to ZEV production. Building on this, Canada must work with the U.S. to launch 
a North American Battery Alliance to compete with the ambitions of Asia and Europe. The 
federal and provincial governments also need to work to with the broader industry and labour 
unions to develop and launch a strategy to attract investment and ensure Canada remains a key 
player in future global automotive market.

Several interviewees noted that there is a challenge with respect to adjusting the Canadian financial 
institutions’ processes, in order to fund smaller projects, and to be increasingly more agile than the  

“old” system, which was based on large and less distributed projects. 

“I think that Canada having a very large pension fund like CPPIB, we have the 
resources, and the expertise of a long-term investor who can take on more risk 
of undergirding transition technologies, companies, and industries… We haven’t 
necessarily seen CPPIB doing that to any significant extent, but that is a role they 
could play in Canada…as it’s an enormous pool of long-term finance, that if allocated 
to that task, it could be a real advantage to the economy and ultimately to Canadians.” 

Cynthia Williams, Osler Chair in Business Law, Osgoode Hall 
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COVID-19 has brought social issues to the forefront. 

The conversation around sustainable finance needs to move beyond just climate.
Numerous interviewees noted that the COVID-19 pandemic has resulted in social issues coming more to the 
forefront — specifically Indigenous reconciliation in Canada, and diversity, equity, and inclusion. Relatedly, 
many interviewees identified the need for sustainable finance conversations to extend beyond climate, 
because of the importance of social issues, and due to the interconnection between climate change, economic 
prosperity, and social issues in many instances. 

Diversity, Equity and Inclusion (DEI) issues have risen to the forefront with the impacts of COVID-19 being felt 
unequally across communities. Public and private sector organizations are expected to demonstrate intention, 
attention, dedicated-demonstrable inclusion practices and zero tolerance. National securities Instrument 
58-101 Disclosure of Corporate Governance Practices has a diversity and disclosure requirement in place, and 
amendments to the Canada Business Corporations Act effective January 2020 requires corporations governed 
by CBCA with publicly-traded securities to provide diversity disclosure regarding women on the board 
and senior management consistent with requirements under Canadian securities laws, and corresponding 
disclosure respecting Indigenous persons, members of visible minorities, and persons with disabilities.

Efforts to implement the recommendations by the Truth and Reconciliation Commission continue and 
the federal government and province of British Columbia have enacted legislation to enshrine Canada’s 
commitment to the UN Declaration on the Rights of Indigenous Peoples and develop action plans. Private 
sector businesses and the financial sector are also looking to increase partnerships and equity investment 
opportunities in projects with Indigenous people. There is a great deal of work still required.

Biodiversity issues must also be addressed. In its 2020 Global Risks Report, the World Economic Forum (WEF) 
rated biodiversity loss and ecosystem collapse as one of the top five risks over the next 10 years.94 The WEF 
further estimates that more than half of the world’s economic output is moderately or highly dependent on 
nature. Statistics like these demonstrate the high dependency of the global economy on nature, indicating 
a need for nature-related data. It is with this need in mind that the Taskforce on Nature-related Financial 
Disclosures (TNFD) was formed with the intention of providing “a framework for organisations to report and 
act on evolving nature-related risks, to support a shift in global financial flows away from nature-negative 
outcomes and toward nature-positive outcomes.”95 

“What’s really changed has been the participation and involvement of Indigenous 
communities in infrastructure projects…the intersection of the ‘E’ and the ‘S’ in the 
sustainable finance agenda” 

Lindsay Patrick, Managing Director and Head, Sustainable Finance, RBC 

“There is some confusion around the concept of sustainable finance…we need  
a common definition and to have it include Indigenous perspectives. Indigenous  
issues are limited to the “S” in ESG. Indigenous worldviews permeate across all  
3 pillars — Environmental, Social and Governance.”

Hillary Thatcher, Senior Director  
Project Development Indigenous Infrastructure, Canada Infrastructure Bank
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A largely disaggregated mosaic of perspectives on sustainable finance and  
the net-zero transition in Canada 
Many interviewees noted problematic intra-federal and inter-provincial communication issues, as well as a 
lack of engagement with market participants. The consensus was that there is a need to establish a more 
centralized voice and perspective for the country, as well as strengthened communication channels. Many 
interview participants expressed hope that the recently established Sustainable Finance Action Council  
(SFAC) could play an important role in bridging the gap between the Canadian public and private sectors  
on sustainable finance. 

“That notion of public sector and private sector getting in a room to figure things  
out…to me, this is the only way it is going to work.” 

Andy Chisholm, Board Director, RBC 
Member of Canadian Expert Panel on Sustainable Finance

“To transition to net-zero and develop a more competitive and sustainable  
economy, the public and the private sector will need to work together more 
coherently and cooperatively.”

Tiff Macklem, Governor, Bank of Canada  
Member of Canadian Expert Panel on Sustainable Finance

Establishing sector-specific decarbonization pathways and transition scenarios 
within a Canadian context 
Firms and investors are rapidly setting net-zero targets without clear pathways to achievement. Many 
interviewees believe that both the investment and corporate community are struggling with this element. 
Many identified the importance of the pilot project in process by OSFI, the Bank of Canada, and several 
Canadian financial institutions to use climate change scenarios relevant to Canada to better understand the 
risks to the financial system with respect to a transition towards a low-carbon economy.96 

Several interviewees also expressed optimism with respect to the role that the newly formed Net-Zero 
Advisory Body can play in establishing net-zero pathways. The Advisory Body will serve as an independent 
group of experts with a mandate to engage with Canadians and to provide advice to the Minister of 
Environment and Climate Change, the Prime Minister, and Cabinet to achieve net-zero emissions by 2050.97 

“The sooner stakeholders including government, industry, and scientists can align on 
sector decarbonization pathways… we’ll have a clearer view of where we’re headed, 
and the easier it will be to work together on solutions.” 

Nicole Vadori, Head of Environment, TD Bank
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Net-zero has become the dominant focus of sustainable finance since  
the Expert Panel Recommendations were released two years ago. 
Bill C-12, the Canadian Net-Zero Emissions Accountability Act was passed in June 2021, in the House of 
Commons and the Senate and will now become law.98 This has firmly established the destination for Canada; 
however, the specific pathways necessary to arrive at this destination remain uncertain. Many industry 
participants are encouraged by the establishment of the Net-zero Advisory Body (NZAB) and their focus on 
recognizing the difference between incremental changes and net-zero. The NZAB can provide the direction 
and the SFAC can develop the solutions for financing Canada’s transition to net-zero; however, execution  
by both the private and public sectors will determine the results.

“Net-zero commitments are going to drive some faster action. Corporates and 
governments, once they’ve made these commitments public… will need to 
operationalize them… we’ve never been able to make our pathway in Canada  
to date…the bigger question is what is going to change?” 

Martin Grosskopf, VP, Portfolio Manager and Director, Sustainable Investing, AGF 
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 POTENTIAL NEEDS FOR ACTION TO BE FOCUSED ON  
IN THE NEAR TERM

The key items identified in order to move forward on sustainable finance over the near term are depicted 
below. In particular, Figure 3 identifies the seven most frequently referenced potential needs in the near term. 
We discuss each of these in order of the frequency in which they were mentioned during the interviews.

FIGURE 3

Potential needs for action to be focused on in the near term
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Mandating disclosures in alignment with the Task Force on Climate-related 
Financial Disclosures (TCFD) recommendations
Recommendation 5 was recognized as the most important initiative to advance in the near term in order 
to catalyze further market developments, with almost half of interviewees mentioning the importance of 
mandating TCFD disclosures. The noted importance of this issue is consistent with the November 2020 joint 
statement issued by the CEOs of Canada’s eight largest pension plan investment managers, expressing support 
for companies and investors to provide “consistent and complete” ESG information by leveraging the SASB 
and TCFD frameworks.99 

Progress has definitely occurred in terms of disclosures over the past two years. For example, according to a 
Milani study, as of 2020, 71% of S&P/TSX Composite Index issuers prepared dedicated ESG reports, versus 
58% in 2019 and only 36% in 2016, while 56% of these companies reported in alignment with the SASB 
guidelines, up from 36% in 2019, and only 6% during 2018.100 With respect to TCFD reporting, and as noted 
previously, by August of 2021, there were 94 Canadian TCFD Supporters, including 59 financial institutions,101 
while Milani indicates that during 2020, 42% of S&P/TSX Composite Index issuers reported in alignment 
with the TCFD recommendations, up from 30% in 2019. While Canada is not alone in making slow progress 
on sustainability reporting, the G7 has stated support for mandatory disclosures in alignment with the TCFD 
recommendations,102 while New Zealand and the UK have announced legislation to make TCFD aligned 
reporting mandatory.103

“I go back to company disclosures…it’s going to be a journey. We need to standardize 
non-financial reporting for all corporations so we can all have reliable data and 
insights to develop sustainable investment products; the inconsistency in  
non-financial or ESG data makes it difficult for us to have reliable insights.”

Fate Saghir, Senior Vice President, Sustainable Investing, Mackenzie Investments 

Clarifying the scope of fiduciary duty 
Recommendation 6, clarifying the scope of fiduciary duty, was widely recognized as a crucial initiative to act 
on in the near term. Despite many market participants widely recognizing that it is a fiduciary obligation to 
consider the implications of climate change risk, some remain hesitant. There is a gap in understanding  
and practice. Legal opinions and market forces have largely steered this conversation as discussed in  
Section A regarding Recommendation 6. However, the government and relevant regulatory bodies have 
remained relatively quiet on the topic. 

“I think one of the areas from the asset manager and investor side that still remains a 
challenge is the lack of clarity around what are the duties around the consideration 
of ESG factors in the investment process. Particularly on the asset owner side — 
pensions are looking for clarification.”

Margaret Childe, Head of ESG, Canada, Manulife Investment Management 

“On clarifying the scope of fiduciary duty and climate change…Recommendation 6.1 — 
on the public statement…we can make that now…we have so much research behind 
that point…I don’t think that’s going out on a limb at all.” 

Catherine McCall, Executive Director, Canadian Coalition for Good Governance 

39



Engaging the public and leveraging the retail investor base 

Leveraging Canada’s Retail Investor Base to Drive Sustainability 
THE RESPONSIBLE INVESTMENT ASSOCIATION

Canadian retail investors have been piling into responsible investments (RI) that incorporate 
environmental, social and governance (ESG) criteria. Data from Morningstar shows that a 
staggering $3.3 billion in assets flowed into retail ESG products in 2020, more tripling the figure 
for 2019. This growth is driven by investor demand and a greater supply of products with a focus 
on sustainability. In 2020 alone, Canadian fund companies launched 41 new mutual funds and 
exchange-traded funds (ETFs) with an ESG or sustainability focus. Another 26 were launched 
in the first half of 2021. So, with record assets flowing into a rapidly growing landscape of ESG 
products, there is clearly strong growth occurring in Canada’s retail market for responsible or 
sustainable investments. 

While this growth is positive and exciting to see, there is still a long way to go. According to the 
Investment Funds Institute of Canada (IFIC), there are approximately $2 trillion in assets held 
in Canadian-domiciled mutual funds, and just north of $300 billion in ETFs. Only $26 billion 
or roughly 1% of those assets are invested in mutual funds and ETFs that are marketed as 
sustainable or responsible, according to Morningstar. So, sustainability-focused funds are still  
a drop in the bucket within the Canadian retail market. 

However, the recent momentum points to tremendous upside potential. Mobilizing the retail 
market could unlock some $2 trillion for sustainability. 

Closing the Gap Between Investors and Advisors
The 2020 RIA Investor Opinion Survey, which is based on an Ipsos poll of 1,000 Canadian retail 
investors, found that 75% of respondents would like their financial advisor to inform them about 
responsible investments, but only 28% had ever been asked if they’re interested in RI options.  
So, nearly half (47%) of respondents are interested in RI but not being served. This illustrates a 
major gap between investors and advisors. 

The Responsible Investment Association (RIA) is working to close that gap by providing 
education for advisors and engaging with regulators. On the education front, approximately 
2,000 professionals have enrolled in the RIA’s education program for retail advisors. 

And on the regulatory front, the RIA has sent engagement letters to the Mutual Fund Dealers 
Association (MFDA) and the Investment Industry Regulatory Organization of Canada (IIROC) to 
advocate for ESG to be part of the Know-Your-Client (KYC) process. The RIA has proposed policy 
amendments that would encourage advisors to consider that their clients may have investment 
objectives that focus on ESG or sustainability preferences, and that advisors should seek to gain 
an understanding of these preferences. The RIA points to existing regulations in Australia and 
Europe to show that this is not a novel concept. Acceptance of these proposed amendments 
would be a major catalyst for responsible investing in Canada’s retail market. 

Conclusion
There is very strong growth of ESG or responsible investing occurring in Canada’s retail market, 
but there is still a long way to go as assets in ESG-focused funds still only make up a small 
portion of the total market for mutual funds and ETFs. 
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Engaging the public and leveraging the retail investor base was tied as the second most frequently cited 
short-term need for action. This comment is closely related to Recommendation 2, to provide Canadians the 
opportunity and incentive to connect their savings to climate objectives. Unfortunately, interviewees felt 
that this has largely been untapped. Many felt that offering increased contribution space and a “super tax 
deduction” for contributions to registered retail savings plans earmarked for accredited climate-conscious 
products, would prove to be an extremely impactful initiative. However, based on current public knowledge, 
no progress has been made on this initiative to date.

“There doesn’t seem to be a lot of market demand from the general public…we hear 
generally around clients where they indicate the importance of sustainability to their 
values, but we’re not seeing this translate yet into certain portions of the market, or 
with clients more broadly.” 

Alanna Boyd, Senior Vice-President, Chief Sustainability Officer, Sun Life Financial

Supporting the energy transition 
Supporting the energy transition, and the oil and gas sector in particular, was the 4th most commonly cited 
need for immediate action. Several of the responses were nested in relation to the International Energy 
Agency’s (IEA) recent report, “Net-zero by 2050: A Roadmap for the Global Energy Sector,” which states that 
in a net-zero scenario, gas demand would decline 55% to 1,750 billion cubic metres and oil demand would 
decline by 75% to 24 million barrels per day (mb/d) by 2050, from around 90 mb/d in 2020.104 

We noted several areas of progress in this regard in Section A in our discussion of Recommendation 12. 
Unfortunately, the general consensus is that while some progress is in motion, we are simply moving too 
slow on this front. Several interviewees mentioned that transition bonds could be an important financing 
mechanism for the transitioning of the oil and gas sector, and look forward to the transition taxonomy 
currently being developed by the CSA Transition Taxonomy Technical Committee.

“We need to come to grips with where the capital is needed to make the biggest  
gains in emission reductions…this is the challenge Canada is struggling with…how to 
create 200 megatons of reductions…well, one of the best opportunities is to work 
with the oil and gas industry to develop and scale technologies that can help  
do that …. It could require 10s of billions of dollars, and we need to determine  
where that best comes from” 

John Stackhouse, Senior Vice President, Office of the CEO, RBC

Many investors are interested in sustainability but are underserved by their advisors. As a 
result, the RIA is delivering ESG education for retail advisors and engaging with regulators to 
position clients’ sustainability preferences as potential investment objectives that advisors 
should investigate. An advisor base that is educated about ESG and a regulatory framework 
that encourages advisors to assess their client’s sustainability preferences would go a long 
way to unlocking some $2 trillion for sustainability-focused investing in Canada’s retail market.
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Canadian transition scenarios
Please refer to the discussion following Figure 2 “Main recurring themes and issues”, item “Establishing sector 
specific decarbonization pathways and transition scenarios within a Canadian context.” 

Transition taxonomy 
As discussed in the item above (“Supporting the energy transition”), many interviewees mentioned  
the potential importance of the forthcoming transition taxonomy that is under development.

“There are all the right signals, but the reality of creating investing at scale is still 
challenging. The challenges of creating a transition finance taxonomy that reflects 
the realities of Canada’s economy, and is accepted by the international investing 
community, demonstrates the complexity.” 

Karen Clarke Whistler, Principal, ESG Global Advisors

Canadian Centre for Climate Analytics (C3IA) 
As mentioned in Section A with respect to Recommendation 4, several interviewees mentioned  
the importance of improving sustainable finance and climate data, and in particular the creation  
of the Canadian Centre for Climate Analytics (C3IA), or something along those lines. 

“The cries for more data is a bit of a red herring, there is a lot of data out there,  
but it’s not very accessible, in context, for decision-usefulness.

Laura Zizzo, Co-Founder and CEO, Manifest Climate 
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KEY OPPORTUNITIES

Figure 4 identifies the nine most frequently referenced key opportunities for Canada. We discuss each  
of these in order.

FIGURE 4
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Innovative financing options and investment products 
The most frequently cited key opportunity for Canada was the development of innovative financing options 
and investment products that could be crucial drivers of impact from an emissions reduction perspective,  
as well as in terms of social impact and economic development. While there has been significant growth  
in investments that integrate sustainable finance considerations, the consensus was that there is currently  
a general lack of financing options for Canadian cleantech firms. 

“Often in finance we feel there’s a trade-off between stability and efficiency. In this 
case, I think the two are reinforcing. The more efficiently the financial system 
channels capital to sustainable investments, the more stable the financial system  
is going to be, as it supports the transition to low-carbon growth.”

Tiff Macklem, Governor, Bank of Canada 
Member of Canadian Expert Panel on Sustainable Finance

Engaging the Indigenous community 
Engaging the Indigenous community tied as the second most frequently cited opportunity for Canada. Interviewees 
noted several important components of this engagement. The inclusion of Indigenous communities and 
perspectives on large infrastructure and natural resources projects within Indigenous territories will be 
essential for obtaining a social license to operate. There is also an important need to get transmission to 
provide power to Indigenous communities and to end reliance on diesel fuel. Interviewees also noted that 
Arctic specific issues are very relevant for Canada, and that Indigenous communities want equity ownership  
in projects. 

Integrating Indigenous perspectives in Canada’s transition towards a net-zero economy will be an important 
piece in reconciliation. Truth & Reconciliation Commission Call to Action 92 calls upon the corporate sector  
in Canada to adopt the United Nations Declaration on the Rights of Indigenous Peoples and to apply its 
principles, norms, and standards to corporate policy and core operational activities involving Indigenous 
peoples and their lands and resources.105 On May 15th, Bill C-15, the United Nations Declaration on the 
Rights of Indigenous Peoples Act was adopted, and has received Royal Assent. The Act will soon become law. 106 

“When I look at these portfolios from an Indigenous perspective, they are not very 
good. Greenwashing at a big asset allocator level is an issue…If the Indigenous 
community can be put at the front and center of some of these products, that would 
be great — there are very few true ESG like funds that really understand and measure 
impact on the ground.” 

Jeff Cyr, Managing Partner, Raven Indigenous Capital Partners 

”Not to be underestimated is Indigenous relations. The inclusion of Indigenous voices 
is huge for Canada…many Indigenous groups have not been treated fairly, and I think 
we are on the cusp of a new chapter for Canada.”

Milla Craig, Founder and President, Millani
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Hydrogen

Low-carbon hydrogen and CCUS: Enabling a net-zero world
THE TRANSITION ACCELERATOR

The Expert Panel on Sustainable Finance’s final report references hydrogen and carbon capture 
utilization and storage (CCUS) as promising innovations. Since then, there has been significant 
progress made in these spaces with the release of the federal government’s Hydrogen Strategy 
for Canada, the launch of Canada’s first hydrogen HUB and recent high-profile hydrogen project 
announcements, such as Air Products’ multi-billion dollar plan to build a net-zero hydrogen 
energy complex in the Edmonton Region. 

Low-carbon hydrogen is a vital component of the future clean energy system. The Hydrogen 
Strategy for Canada projects that it could deliver up to 30% of Canada’s end-use energy by 
2050. Although economy-wide electrification is the primary solution to reach net-zero by 2050, 
some sectors are not well-suited to electrification. For instance, low-carbon hydrogen is the fuel 
of choice to decarbonize heavy freight and transportation (e.g. heavy trucks, trains, ships and 
planes) because the weight of the batteries needed to move heavy vehicles simply is too great 
for efficient transport. 

Canada is also one of the lowest cost places to make low-carbon hydrogen in the world, giving 
us a global competitive advantage and the opportunity to become a leading hydrogen producer, 
user and exporter. For instance, “green” hydrogen (made through the electrolysis of water) can 
be made in Canada for about the same price as wholesale diesel and “blue” hydrogen (made 
by upgrading natural gas paired with carbon capture storage and use (CCUS)) can be made for 
about half the wholesale cost of diesel. Canada has world-leading experience in CCUS as well as 
amenable geology to permanently store carbon. Of course, no matter how hydrogen is produced, 
its carbon intensity is what is most important, and it is essential to measure full lifecycle carbon 
intensity in real time and have the intensity verified by a third party. 

Since the production of blue hydrogen requires the same, skills, talent, infrastructure and 
natural resources traditionally used in the oil and natural gas sector, it also offers a significant 
opportunity to ensure a just transition for workers. Development of hydrogen can help support 
the industry in building a low-emissions, globally competitive future, as was recommended in  
the Expert Panel’s report. 

To realize these opportunities, capitalize on Canada’s competitive advantage and become a 
low-carbon hydrogen leader, Canada must act now. The world is moving quickly and the race 
to become a hydrogen exporter is on, with countries like Australia and Saudi Arabia already 
making hydrogen shipments to Japan. To ensure we’re acting quickly to take advantage of this 
opportunity, The Transition Accelerator is working with stakeholders to set up hydrogen HUBs, 
which are designed to accelerate the development of regional hydrogen economies in locations 
across the country with the development of hydrogen fuel markets which will drive investment 
in the production of low-cost, low-carbon hydrogen. These HUBs will later be connected to 
others across Canada to break the cycle of insufficient hydrogen supply and demand, and 
achieve sufficient scale for a strong Canada-wide hydrogen economy while troubleshooting  
any issues and de-risking investment.
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Development of hydrogen tied as the second most frequently cited opportunity for Canada. Interviewees 
noted some progress being made and noted the importance of not letting this opportunity pass us by. For 
example, the hydrogen sector has the potential to create domestic market revenue of up to $50 billion per  
year by 2050, while internationally, the demand for hydrogen is expected to reach $2.5 trillion by 2050.107  
The discussion of progress on Recommendation 11 in Section 1 mentions several areas of progress in this 
regard including NRCan’s announcement of a Hydrogen Strategy for Canada in December 2020.

“An opportunity here is that you can make hydrogen from fossil fuels in a way where 
the carbon intensity can be about the same, or in some cases lower, than the carbon 
intensity of hydrogen made by electrolyzing water. There is a path forward to use our 
fossil fuel resources in a way that is compatible with a net-zero world. Using hydrogen 
to decarbonize heavy transport/industry or buildings that are difficult to address 
scope 3 emissions, it is an option for us, but Canadian companies have not fully 
embraced this yet.” 

Dan Wicklum, President and CEO, Transition Accelerator 

Carbon capture, utilization, and storage (CCUS) 
Many interviewees identified CCUS as an important technology that needs to be developed and implemented 
in order to assist in decarbonizing Canada’s energy and heavy industry sectors. It was felt that, as a global 
leader in responsible fossil fuel development, Canada has a significant opportunity to export these technologies 
globally in support of the low-carbon transition. 

“Carbon Capture and Storage — hidden secret that there is tremendous momentum in 
innovation, costs are coming down. Expertise in Canada and resources that we have 
to do it are all here. You want to reduce emissions fast; it should be an area of focus.”

Peter Tertzakian, Deputy Director, ARC Energy Institute

Building retrofits 

Energy Efficiency as Infrastructure — Building Retrofits 
EFFICIENCY CANADA 

The Expert Panel recommended the need to “Accelerate the development of a vibrant private 
building retrofit market.” It identified the opportunity of deep energy retrofits as one of the most 
economical means to improve Canada’s carbon footprint and resiliency to climate impacts. 

Buildings account for almost 18% of Canada’s total GHG emissions and to transition to a 
net-zero emissions economy, there is a need to rethink energy efficiency from the traditional 
building-by-building approach to one where we are concerned with large-scale, aggregate 
impacts of improving energy efficiency. This includes GHG emissions from buildings directly,  
as well as freeing up our existing clean electricity resources to be used for further GHG 
reductions in areas like transportation and industry. 

46



To reach this type of scale of energy retrofits there needs to be the creation of a functioning 
market for deep energy savings — where customers can access stable bills, comfort, and indoor 
air quality benefits that come with energy efficiency in the same way that they can pay for a 
cell phone plan or lease a car. That convenience on the customer end exists because you have 
private investors ready to back particular business models and buy portfolios of smaller loans.

Today, private investors are not directing their capital towards substantial energy upgrades 
because the necessary market structures haven’t been created. Investors see high transaction 
costs for each retrofit project and do not have the data to accurately assess investment risk.

Two opportunities for pursuing Energy Efficiency as Infrastructure are as follows. 

1. Canada Infrastructure Bank (CIB): The CIB growth plan released at the end of 2020 
includes building retrofits with a focus on large-scale, non-residential buildings. 
This is a “market-creating” role with a goal to direct capital into building retrofits 
as a new area for productive investment. Strategies to do this could include: 

• Taking the lead on investments and producing data to 
demonstrate the potential to the private sector.

• Aggregating individual retrofit projects into larger portfolios 
that can attract attention of investors.

• Promoting standardized energy saving measurement and evaluation 
protocols to reduce transaction costs and enable trade.

2. Residential Retrofit Gap: To reach our climate goals energy efficiency services need to be 
made available in the places people live. There is a need to go beyond the current approach 
of financing for homeowners or the individual home. Other jurisdictions are exploring  
the aggregation of residential retrofits to achieve economies of scale, as well as different 
business models where homeowners can sign a contract that guarantees home comfort  
and a stable bill, with a third party handling the financing. To see residential retrofits take-off, 
there is a need to develop new market structures and business models, and for innovations 
in manufacturing and logistics. This will require more than re-directing financial markets. 
Efficiency Canada has put together an analysis on how this could be developed in the report: 
Canada’s Climate Retrofit Mission.

Numerous interviewees identified the building sector, Canada’s third-highest source of emissions, as a 
substantial opportunity. This is consistent with ISF’s Capital Mobilization Plan for a Low-Carbon Canadian 
Economy, which identified the building sector as Canada’s lowest-hanging fruit with regard to low-cost  
GHG reductions. Relatedly, accelerating building retrofits was viewed by many participants as a way to unlock 
large environmental and economic benefits and jobs. The discussion of progress on Recommendation 13  
in Section 1 provides several examples of progress on this issue, but there remains much room to go.

“One of the great value-adds from the CIB is that there is a paradigm shift now, 
treating buildings as infrastructure…whereas before, infrastructure just meant  
the old way of doing things.” 

Corey Diamond, Executive Director, Efficiency Canada 
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Carbon markets and nature-based solutions 
Many interviewees noted that Canada’s large geographical size and its expansive ecosystems position us well 
to provide opportunities for carbon offsets both domestically and to the international community. Some were 
encouraged by the March 2021 announcement of draft regulations to establish the Federal Greenhouse Gas 
Offset System.108 

Natural-based solutions (NBS) include activities such as protection, restoration, and improved land management. 
Such activities not only improve nature, but also contribute to the removal of greenhouse gasses from the 
environment. For example, a recent report by Nature United shows that “Natural Climate Solutions can reduce 
Canada’s emissions by up to 78 megatonnes of CO2e annually in 2030.”109 This amounts to over 10% of total 
Canadian emissions. In addition to being relatively cost-effective, NBS contribute to economic health by 
creating new jobs or revenue streams for society, including Indigenous communities. 

“We have challenges with respect to fragmented carbon markets, and a need for  
scale and stability — California is a good example.” 

Jonathan Hackett, Managing Director and Head, Sustainable Finance, BMO 

Canadian opportunity to become a global leader in the production  
of transition minerals 
A 2020 World Bank report finds that the production of minerals, such as graphite, lithium, and cobalt, could 
increase by nearly 500% by 2050, to meet the growing demand for clean energy technologies.110 Many 
interviewees noted that the primary supplier countries of these minerals have weaker ESG performance than 
Canadian companies. For example, supply chains in some countries are often at risk of conflict issues, human 
rights abuses, unsafe working conditions, and child labour. It was felt that Canada has a unique opportunity to 
step in and be the responsible supplier of choice for many of these minerals. For example, relevant minerals 
and metals mined in Canada utilized in these clean energy supply chains include copper, cobalt, graphite, 
lithium, and nickel. With respect to the commodity pricing for these key minerals, current pricing trends and 
forecasts also support substantial economic opportunity. 

“Regarding clean minerals for transition…we have ample resources and green power 
here…I also agree with the argument that Canada has good regulatory framework and 
governance to ensure that environmental and social impacts are taken into account 
and mitigated. Marketing these metals as ‘green’ and made in Canada would be a 
huge competitive advantage compared to international competitors.”

Large Canadian Pension Fund

“As a resource-based economy, Canada has a unique opportunity to be a  
major producer of low-carbon commodities and minerals contributing to  
a net-zero economy.” 

Andrew Hall, Director, Sustainable Finance, TMX Group
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Leveraging Canada’s low-carbon electricity grid for North-South integration  
into US electricity markets

Optimized Electricity Generation and Transmission — A Story the Provinces 
Must Write Together
PHILIP DUGUAY, CANADA GRID, TRANSITION ACCELERATOR

The Expert Panel highlighted “optimized electricity generation and transmission” as a  
vital area of the economy requiring guidance from the federal government, provincial and 
territorial lawmakers, and the nation’s financial institutions. Key to this is creating uniform  
rules across the provinces for planning, permitting, siting and operations of major segments  
of the future energy economy, including large interregional transmission projects and municipal 
district energy systems. The end goal is to make Canada’s economy globally competitive  
in a carbon-constrained world. 

We have international examples of how this can be developed from the European Union’s 
“Projects of Common Interest” model or the Australian Energy Market Operator. These examples 
illustrate how sovereign or federated states can unite to incentivize the development of the 
macro-grid across jurisdictional boundaries.3 The US federal government and states are also 
actively involved in reform processes for interregional transmission projects, as well as expanding 
the number and footprint of regional transmission organizations (RTOs).

Policymaking for electricity is in the domain of provincial governments, but from a technical 
and operational standpoint, Canada’s future economic competitiveness and ability to reduce 
greenhouse gas emissions rests upon a national approach to grid integration. To attract 
investment to the nation’s grid, the provinces must align to model, plan, procure and operate 
interregional transmission infrastructure, most likely along with our American neighbours. 
With the reform process already underway in the U.S. there is a need to act now in Canada.4 
Harnessing these reforms to drive Canada towards east-west intertie infrastructure and other 
priorities will create enormous economic benefits for the entire country, harnessing new 
investment and driving efficiencies from the existing system.

The Canadian Electricity Association forecasts a need to deploy $20 billion a year into the 
grid until 2035, just to maintain current reliability standards.5 As Canadians contemplate more 
than doubling the output of the nation’s power grid by 2050, it is foreseeable that investment 
requirements will rise dramatically. Which raises the question — where will all this capital come 
from, and how can it be deployed in a cost-competitive manner? 

3 “Projects of Common Interest”, European Commission, online: <https://ec.europa.
eu/energy/topics/infrastructure/projects-common-interest_en>. “About AEMO”, 
Australian Energy Market Operator, online: <https://aemo.com.au/about>. 
4 “FERC, NARUC to Establish Joint Federal-State Task Force on Electric Transmission”  
(17 June 2021) Federal Energy Regulatory Commission, online: <https://www.ferc.gov/ 
news-events/news/ferc-naruc-establish-joint-federal-state-task-force-electric-transmission>. 
5 “Electric Utility Innovation: Toward Vision 2050” (2015) Canadian Electricity Association, p12, 
online: <https://electricity.ca/wp-content/uploads/2017/05/ElectricUtilityInnovation-2.pdf>. 

49

https://ec.europa.eu/energy/topics/infrastructure/projects-common-interest_en
https://ec.europa.eu/energy/topics/infrastructure/projects-common-interest_en
https://aemo.com.au/about
https://www.ferc.gov/news-events/news/ferc-naruc-establish-joint-federal-state-task-force-electric-transmission
https://www.ferc.gov/news-events/news/ferc-naruc-establish-joint-federal-state-task-force-electric-transmission
https://electricity.ca/wp-content/uploads/2017/05/ElectricUtilityInnovation-2.pdf


With an improved governance structure, and uniform rules for the development, siting, 
permitting and operations of interregional transmission projects, provinces can attract 
institutional investors from Canada and around the world. For example, through an interregional 
body such as an RTO model, or an energy imbalance market (EIM) structure, provinces and 
states can cooperate on the development of the macro-grid. This would support crowding 
in a mix of public and private investment, and deploying new technologies while ensuring an 
affordable, abundant supply of clean energy electrons for the decarbonization of Canada’s 
communities and industries. Canadian decisionmakers need to approach our own reforms with a 
diplomatic, industrial policy, and greenhouse gas-abatement mindset. It is the lack of governance 
and a unified vision — and not technology — which pose the largest barriers to investment.

Several interviewees suggested that Canada has a significant opportunity to leverage its clean electrical 
grid in order to assist in the decarbonization of the US electricity sector. The discussion of progress on 
Recommendation 15 in Section 1 mentions some progress on this topic; however, interviewees noted  
a significant lack of progress on developing efficient and sustainable electricity grids of the future.

“We’ve been very concentrated on an East-West Canada grid…we don’t really 
need this as a priority…we need as many North-South inter-ties as possible from 
the lowest emission Canadian electricity jurisdictions to the very high carbon 
US power regions that are being required to decarbonize…” 

Lisa DeMarco, Senior Partner and CEO, Resilient LLP 

Investor engagement
Investor engagement initiatives such as the Climate Action 100+ have proven to be an effective means of 
achieving positive sustainable finance outcomes and many interviewees believe that leveraging Canada’s large 
institutional investor base for engagement represents an important tool. Recommendation 10.2 relates to 
establishing a national engagement program, akin to Climate Action 100+. The RIA, Shareholder Association 
for Research and Education (SHARE), and Ceres are working in collaboration to develop Climate Engagement 
Canada (CEC), the aim of which is to provide additional engagement in key Canadian sectors and companies 
that are not covered by larger global programs such as Climate Action 100+. 

Investor engagement and holding these firms accountable will be critical to achieving meaningful emission 
reductions across Canada. For example, a recent ISF report found that within the S&P/TSX Composite 
Index, the actions of the largest emitters with reduction targets are critical to achieving progress in terms of 
emissions reductions. In particular, if 29 of the top emitting firms with targets met them, the total reduction in 
emissions would equal 98% of the total reduction achieved if all 60 Index firms with targets achieved them.111 

“The energy sector is an integral part of the Canadian economy and our equity market; 
thus a divestment strategy is sub-optimal. One tool that Canadian investors have if 
they still want to invest in the energy sector is engagement…which is an important 
tool to help companies transition to a low carbon economy and improve their 
disclosure. This is still not a universal practice across Canadian asset managers”. 

Lesley Marks, Chief Investment Officer, Mackenzie Investments
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KEY RISKS / IMPEDIMENTS 

Figure 5 identifies the seven most frequently referenced key risks and impediments facing Canada’s transition 
to a sustainable economy. We discuss each of these in order.

FIGURE 5

Key Risks and Impediments
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Transitioning the Canadian oil and gas sector and the risk of stranded assets 
The most frequently cited risk was transitioning the Canadian oil and gas sector, while we previously noted 
that the 4th most frequently cited need for short-term action was to provide support for the energy transition. 
This is consistent with a recent statement by the Bank of Canada in its 2021 Financial System Review, which 
stated that assets exposed to climate-related risks are generally mispriced, and could leave investors and 
financial institutions exposed to sudden losses in the value of carbon-intensive assets in the transition to 
a low-carbon economy.112 The discussion of progress on Recommendation 12 in Section 1 mentions some 
progress on this topic; however, interviewees noted there is still much work to do. 

“There is urgency to this because it will come to other sectors that have not had the 
scrutiny that the O&G has been under. The irony is the O&G industry have woken up 
and seen this as an opportunity. I think they could potentially do it by 2040 not 2050, 
or sooner, it all depends on availability of capital to do so.”

Peter Tertzakian, Deputy Director, ARC Energy Institute

Investment product labelling and greenwashing

Turning the Tide on Greenwashing 
MICHAEL THOM, CFA MANAGING DIRECTOR, CFA SOCIETIES CANADA,  
AND IAN ROBERTSON, CFA, VICE-PRESIDENT, DIRECTOR AND PORTFOLIO  
MANAGER AT ODLUM BROWN LTD.

With the growing number of products that aim to address investors’ ESG concerns, investment 
managers and the companies in which they invest are subject to increased scrutiny of their claims.

Evidence of “greenwashing,” or giving a false impression that something is more ESG-friendly 
than it truly is, was found by the European Commission (EC) earlier this year. They found that in 
42% of cases “online claims were exaggerated, false or deceptive and could potentially qualify as 
unfair commercial practices under [EU] rules.” Investment managers face similar scrutiny of their 
products and processes, as provincial securities commissions in Canada and the SEC in the U.S. 
recently examined claims by a select number of investment products and their managers.

The challenge in mitigating potential greenwashing claims can be broken down into three related 
areas: claims made by issuers; claims made by funds that invest in the issuers; and claims made 
about the investment process or strategy.

The EU’s new disclosure requirements on sustainability (SFDR) take aim at all three areas by 
establishing a standard taxonomy and labelling. It identifies and labels companies according to 
four tests of environmental sustainability, and through this and related regulations, it mandates 
that asset managers apply similar tests and labels at the fund or product level (investment 
holdings), and at the firm level (investment processes). 

Alignment between ‘sustainable’ issuers and ‘sustainable’ investment funds is intuitive — a fund 
holding mostly green investments would appear also to be green — but it also highlights the third 
area of greenwashing: the assumptions implicit in different investment processes. 
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The alignment of investment fund holdings is a type of screening, in this case alignment with 
precise SFDR sustainability standards but in other cases with moral or religious standards, that 
resonates with retail and institutional investors alike … but it is different from the investment 
process originally promulgated by the UN backed PRI in 2006. That process eschewed screening 
and instead followed traditional investment theory to focus on the integration of ESG factors 
into the analysis and valuation of securities, and the stewardship of those investments once 
chosen for a portfolio. The recent election of dissident directors at Exxon Mobil Corp is a high 
profile example of successful stewardship. 

Using the lens of an investment professional rather than regulator, CFA Institute recently 
published its own draft ESG Disclosure Standards for Investment Products, which will lead to 
finalized global standards later this year that “provide greater transparency and comparability  
for investors” and allow “asset managers to clearly communicate the ESG-related features of 
their investment products.”

Global standards should encourage many regional product certification or labelling initiatives, 
whether mandated by regulators as with SFDR, developed by industry consortia such as the 
proposed Responsible Investment Fund Identification Framework from the Canadian Investment 
Funds Standards Committee (CIFSC), or overseen by industry associations such as the 
Responsible Investment Association Australasia’s successful product certification program. 

A global consensus is emerging on how regulators and industry can work together towards a 
common set of principles in ESG-related practices, procedures, and disclosure for investment 
products and their managers, as recently outlined in The International Organization of Securities 
Commission’s (IOSCO) Sustainable Finance Task Force (STF) Workstream 2 report, setting out 
five high-level recommendations.

Canadian securities regulators were involved in the creation of the IOSCO recommendations, 
and at the time of writing these recommendations seem likely to form the outline for Canadian 
regulation, in concert with complementary industry-driven standards.

Canada’s approach is likely to account for our particular regulatory and economic structure, but 
the outcome — an alignment of investor expectations and investment products delivering on 
their claims relating to ESG — should be equally effective. The ultimate goal in both the EU and 
Canada should be the direction of new capital toward better ESG outcomes.

Clear taxonomy and regulation are essential, but the productive direction of capital also requires 
improved data disclosure. Fortunately this has been long supported by a thriving not-for-profit 
sector, including for: carbon footprints (CDP/CDSB and TCFD); labour practices (the Workforce 
Disclosure Initiative); and definitions of sustainability (SASB, GRI). The emerging ESG data 
paradigms and disclosure norms will allow investors and regulators to more accurately determine 
the veracity of corporate claims, just as the EC did in its review of green product claims.

The proliferation of and claims by ESG-related investment products presents a challenge for the 
investment industry, but it’s one that’s being met by better data, increased corporate disclosure, 
development of clear standards for investment products, and increased regulatory oversight.

The second most frequently referenced risk was the lack of specific criteria for investment holdings within 
an ESG or sustainability fund, which are not well defined, and hence leave room for misinterpretation — 
particularly on the side of retail investors. Many note that the term ESG does not necessarily translate into 
low-carbon, and there is significant public confusion around this concept. Several interviewees expressed  
hope that the recent work by the CFA Institute to establish ESG Disclosure Standards for Investment  
Products would assist in alleviating some of the confusion for investors. 
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“It is an important aspect to get right because we must maintain confidence in the 
system to ensure capital flows appropriately and investors are not taken advantage 
of. For that to happen, customers (importantly including unsophisticated investors 
with minimal training or means to investigate) must be able to know that what they 
are getting is consistent with their objectives. But the rules must also practically 
work for the product providers — they must have confidence in how they will be 
judged or sanctioned. As a result, several things are required: Making the rules clear, 
understandable, executable, and objective to the industry so they have a basis to 
know when they are in bounds or out of bounds; labelling, so customers know what 
they are buying; providing accessible education to both buyers and sellers tailored  
to their circumstances; and some reasonable level of policing.”

Andy Chisholm, Board Director, RBC, Member of Canadian Expert Panel on Sustainable 
Finance 

“One of the things that worries me in the sector is how we talk about ESG investments 
and assets under management in the investment funds industry…you keep seeing 
these numbers going up…yet I don’t think the numbers always relate to real social  
or environmental impact on the ground.” 

Sandra Odendahl, Vice President, Sustainability, Scotiabank 

Policy uncertainty 
Many noted that in order for issuers and financial markets to properly account for a price on carbon, the 
policy signals must be clear. Carbon pricing serves as a critical demand driver for investments in carbon 
abatement and other clean technologies. In this regard, several interviewees were encouraged by the federal 
government’s announcement that the price on carbon will increase to $170 per tonne by 2030, and by the 
March 2021 Supreme Court of Canada ruling that the proposed carbon pricing regime was constitutional. 
However, carbon pricing is but one policy variable, and clear guidance is necessary for several other  
regulatory issues in order to unlock private capital. 

“If the government can follow through with the $170 price on carbon…this is going to 
move the market…the market pull will be real, it’ll be disaggregated, and it’ll be across 
every industry…and if that is there, the funding for the technologies will be there as well.” 

Tom Rand, Managing Partner, ArcTern Ventures 
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Ensuring a “just” transition 
Many interviewees noted that the transition to a net-zero economy will impact various sectors and jurisdictions 
differently, creating jobs in some, while eliminating jobs in others. It is essential that we provide assistance and 
opportunities to those workers and communities that are impacted by this transition. The federal government 
launched a “just transition” consultation process in July 2021 focused on helping workers and communities 
transition to a net-zero economy.113 Further, climate change itself disproportionately impacts society’s most 
vulnerable populations, and it is important that we provide the tools and infrastructure to ensure all of Canada 
reaps the benefits of a resilient and sustainable economy. 

“Climate change, like the pandemic, will impact various areas of society very 
differently…we will need a transition that brings everyone along…if climate change 
creates some big new divide, we’re not going to get to where we need to go.” 

Tiff Macklem, Governor, Bank of Canada, Member of Canadian Expert Panel on Sustainable 
Finance

Capital flight if we do not ramp up transition efforts 
Interviewees noted the importance of being aware that Canada is competing for capital with many other 
countries’ capital markets, and projects must be internationally attractive and competitive. For example, 
several large global institutional investors, such as New York State Pension Fund and the Norges Bank 
Investment Management, have begun to divest from Canada due to climate risk.114, 115 

“It’s not just about what we’re transitioning away from, but also about how we will  
be competing for global capital and opportunities in the future.” 

Monika Freyman, Head of Responsible Investment, Mercer Canada 
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Managing the physical risks of climate change — adaptation and resiliency
Several interviewees noted the importance of managing the physical risks associated with climate change, 
many of which we have been experiencing for some time now. This is consistent with Canada’s Changing 
Climate Report, which was released in 2019, which noted that Canada’s rate of surface warming is more 
than twice the global rate.116 Relatedly, between the early 1980s and 2019, Canadian insurers adapted to a 
twenty-fold increase in severe weather damage claims, with claims doubling every five to 10 years according 
to the report, “Climate Risks: Implications for the Insurance Industry in Canada.”117 The Insurance Bureau of 
Canada estimates that for every single dollar paid out in insurance climate for homes and businesses, Canadian 
governments pay out $3 to recover public infrastructure damaged by severe weather118.

In April 2021, NRC published a report showing that Canadian communities of all sizes are experiencing 
the impacts of climate change on their infrastructure, health, culture, and economies, threatening Canada’s 
ecosystems and the vital services they provide, including access to freshwater.119 As these impacts will persist 
and intensify over time, urgent action is needed to reduce greenhouse gas emissions and increase resilience 
to climate change through adaptation. Relatedly, Budget 2021 announced funding to invest in resiliency and 
adaptation, including: $1.4 billion over 12 years for the Disaster Mitigation and Adaptation Fund; $63.8 million 
over three years to complete flood maps in high-risk areas; $100.6 million over five years to enhance wildfire 
preparedness in Canada’s National Parks; and $28.7 million over five years to increase mapping of areas in 
Northern Canada at risk of wildfires.120

Several interviewees also highlighted the important distinction between risk and uncertainty within the 
context of climate change and finance: with risk being defined as when future events occur with measurable 
probability, and uncertainty existing when the likelihood of future events is indefinite or incalculable.121 In the 
case of climate, ecological breakdown and its corresponding physical impacts facing the financial sector are 
characterised by non-linearity, tipping points, and feedback loops in a complex, dynamic and interconnected 
environment.122

“Over any single year climate change does not markedly change the insurance 
industry…despite increasing levels of risk, the last 10 years remain a sound predictor 
of the level of risk to be expected next year…they are a nearly useless predictor for 20 
years from now however…in 20 years climate change will have broken our business 
model because many of our clients will not be able to afford to insure against their 
physical risk exposure amplified by climate change…”

 Rob Wesseling, CEO, The Co-operators 
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Reinsurance risk for carbon-intensive companies 
Related to the comments above regarding the distinction between risk and uncertainty caused by climate 
change, several interviewees noted that Canada’s carbon-intensive industries could be at risk in the future of 
being unable to obtain reinsurance as a result of increasing climate risk and investor pressure. 

“A lot of financial institutions are under pressure to make sustainability a priority and 
meet net-zero targets…they will have issues with fossil fuel projects…we’re already 
seeing companies pulling out of large projects...for example global property and 
casualty re-insurers reducing capacity to certain industries and this can impact the 
availability and cost of insurance protection for companies in those sectors ” 

Stephane Tardif, Managing Director, Office of the Superintendent of Financial Institutions 

“Today’s globally interconnected financial system introduces unique challenges and 
opportunities in the energy transition. As climate policy and risk pricing evolve, 
Canada must be sure that its key sectors are taking the necessary steps to maintain  
a competitive value proposition, and in turn, continued affordable access to financing, 
investment and insurance”

Barb Zvan, President and CEO 
University Pension Plan, and member of the Canadian Expert Panel on Sustainable Finance 
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