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Western Climate Initiative Would Slash
Emissions and Save $100 Billion

The numbers are in and they look encouraging. An updated analysis authored by
the partner jurisdictions of the Western Climate Initiative (WCl) shows that
achieving emission reductions of 15% below 2005 levels by 2020 would garner net
savings of about $100 billion between 2012 and 2020. These savings would be in
addition to the spin-off benefits accrued through reduced healthcare costs from
cleaner air, and through job creation and economic activity spurred by accelerated
investment and innovation geared towards a future-oriented green economy.

The design of the WCI's cap-and-trade system would see a phased approach to
coverage. Emissions from electric utilities, large industrial sources, and industrial
processes, which make up about half of emissions, would be covered in the first 3-
year compliance period starting in 2012. In 2015, coverage would extend to
emissions from fuel combustion in residential, commercial and remaining industrial
sites, and transportation, bringing coverage to about 90% of total emissions.

Coupling the cap-and-trade system with complementary policies would help to
address market barriers that would otherwise prevent cost-effective technologies
and processes from being implemented. They would also help to address “carbon
leakage,” or the migration of jobs and economic activity into jurisdictions with less
stringent environmental controls, and would promote investment in exportable,
low-carbon innovation. The WCI lists numerous possible complementary policies,
including energy efficiency targets and standards, emissions performance standards
for electric power, renewable energy standards, renewable/low-carbon fuels
standards, transportation planning, mass transit, government procurement policies,
and direct government funding and investment in key technologies. Most WCI
jurisdictions are already implementing many of these polices through their own
climate change action plans.

The WCI posits that compliance costs would be kept in check by the promulgation
of a dynamic carbon offsets system, which would exploit low-cost emission
reductions opportunities from activities that fall outside of the cap. While offsets
are an important cost containment mechanism, their use would be limited, ensuring
that most reductions come from sources covered by the cap-and-trade program.

The analysis stresses the importance of the planned, holistic approach to emission
reductions. It states that it is the combination of the price signal and market
incentives associated with the cap-and-trade program and their effect on the
behaviour that would enable the complimentary policies to have their full emissions
and cost-saving effects. This reinforces the notion that, rather than being
piecemeal, the solutions to climate change are integrative and comprehensive.
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Ontario Proposes Rules for Offshore Wind

The Great Lakes are an attractive
location for offshore wind develop-
ment, and new rules proposed by
Ontario’s government aim to enable
private investment in the renewable
resource. The government is seeking
input from the public and industry on
its proposed policy until August 24",
This policy aims to provide clarity
around offshore wind as it relates to

ments, Ontario’s Ministry of Natural
Resources is also preparing additions to
waterpower and land-based wind power
legislation that would extend rules
surrounding the development of offshore
wind projects. The second phase of this
legislation would include policies and
procedures regarding where, when and
how the government makes Crown land
available for offshore wind projects.

Renewable Energy Approval regul-
ations promulgated under Ontario’s
Environmental Protection Act.

These developments all mesh with
Ontario’s goal to shut down its coal plants
by 2014 and bring online thousands of
megawatts of clean, renewable power.

By Jeff Beyer, jbeyer@delphi.ca

Coupled with the offshore wind
renewable energy approval require-

The Delphi Group is blogging! Check out our up-to-the-minute resource at delphi.ca/blog or
follow us on Twitter @delphi_group.

EPA Settles Lawsuits

The US Environmental Protection
Agency (EPA) has been hammered
with  lawsuits from all sides
following the release of its
mandatory greenhouse gas
reporting rule in 2009. Eight
separate lawsuits against the
Agency’s reporting rule were
consolidated under the banner of
the American Chemistry Council.
The groups the Council represented
sought to change certain
monitoring and reporting
requirements in some fertilizer and
chemical facilities, oil refineries,
and natural gas centres. The EPA
agreed to propose modifications,
which satisfied the plaintiffs.

On the other side of the table, the
Environmental Defense Fund sued
the EPA to try to force the inclusion
of eleven industrial sectors that
have been exempted from the
mandatory reporting rule. That suit
has yet to be settled.
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Mix-and-Match in the US Senate

Senate Majority Leader Harry Reid is working to cobble together yet another
energy and climate bill in the US Senate. Undeterred by the many previous failures,
Reid is preparing to author a bill with four titles: the first dealing with the oil spill in
the Gulf; the second promoting clean energy and jobs; the third laying out
proposals to improve energy efficiency; and the last to reduce emissions from the
power sector.

Senators Kerry and Lieberman are concurrently working on a downsized version of
their previous American Power Act. They now aim to address GHG emissions from
utilities only, holding them to a 17%-by-2020 reductions schedule that is consistent
with the House-passed American Clean Energy and Security Act. It’'s possible that
the new version of this bill would make up the fourth title in Reid’s broader bill.

The issue that’s been snaring comprehensive climate measures in the Senate has
been the need to overcome a filibuster. Sixty of the hundred senators must vote in
favour of legislation to overcome a filibuster, but that magic number has remained
elusive for broad climate legislation. With the appointment of Carte Goodman
(Democrat-West Virginia) to the Senate on July 16™ the Democrats again hold 59
seats and the Republicans hold 41. But the Democrats are further challenged by
members of their own party who remain skeptical of carbon caps. Senator
Goodman has stated that he opposes hard caps, calling them “just not right for
West Virginia,” a state that relies heavily on coal for energy production.

Whether a comprehensive clean energy and climate bill, as envisaged by Reid,
could make it through the Upper Chamber is unclear. Previous attempts have
floundered, and Senator Goodman is more reticent about carbon caps than the
late Senator Byrd, whom he replaced. Even Kerry and Lieberman’s reduced
American Power Act faces tough opposition. Senatorial intentions will be clarified
in about a week, however, when energy legislation heads to the Senate floor.
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Renewable Energy Investment Holds Strong
through the Recession

International investment in renewable energy was robust in 2009, despite the
recession, and Canadian investment ranked within the global top 10. Two major
reviews of global investment in renewable energy were released last week: Global
Energy Trends in Sustainable Energy Investment 2010, by the United Nations
Environment Program, and Renewables 2010 Global Status Report by Renewable
Energy Policy Network for the 21st Century (REN21). These reports show that
Canadian investment in renewables was $3.2 billion in 2009, ranking the country
seventh in the world in absolute investment, and representing growth of 86% over
2008. That growth rate was outpaced only by the UK and Netherlands, and was
ahead of China’s 53% growth over 2008.

In terms of renewable energy promotion policies, Canada boasted federal capital
subsidies, grants, and rebates; investment or other tax credits; targeted tax
exemptions; net metering policies; and public financing and competitive bidding.
Feed-in tariffs and renewable portfolio standards were used at the provincial level.

However, some of these policies have been diminished since 2009. For example, the
successful ecoENERGY for Renewable Power program wasn’t recapitalized in
Canada’s 2010 budget, and the amount of economic stimulus money allocated to
green projects was significantly less than other countries — fully 17 times less per
capita than in the US. Canada also lacked tradable energy certificates, and energy
production payments (or premiums).

In general, the reports present an optimistic assessment of renewable energy
trends, and show that Canada’s investment in the sector continues to grow.
Canada’s challenge will be to find niche areas of exportable expertise, and to find
ways to enhance its global competitiveness in the burgeoning field.
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Shareholder Resolutions

on Climate Increase Again

Shareholder resolutions calling on
companies to integrate climate and
emissions plans into their corporate
strategies continue to increase.
Ceres, a national network of
investors and environmental
organization working to address
corporate sustainability, tracks the
success and failure of such
resolutions, and also follows the
dynamics of the votes.

Ceres found that in 2010, 101
resolutions were submitted to 88
US and Canadian companies — 50%
more than last year. Shareholders
withdrew 51 resolutions after
companies agreed to positive
climate change and energy related
changes, which is similar to reaching
a settlement in a court case.

Of 42 resolutions that went to a
vote, 16 garnered over 30%
support. That represents almost
three times the number that
breached 30% compared to last
year,  suggesting that such
resolutions are gaining traction with
a wider swath of voters.

Overall, the trend continues to be
towards greater disclosure, trans-
parency, and action on environment
and climate-related issues. Early
action on these fronts could streng-
then the position of companies as
they continue to develop their
relationship with shareholders.

By Jeff Beyer, jbeyer@delphi.ca


http://sefi.unep.org/fileadmin/media/sefi/docs/publications/UNEP_v2_proof8.pdf
http://sefi.unep.org/fileadmin/media/sefi/docs/publications/UNEP_v2_proof8.pdf
http://www.ren21.net/globalstatusreport/REN21_GSR_2010_full.pdf
mailto:jbeyer@delphi.ca
http://www.ceres.org/Page.aspx?pid=1260
mailto:jbeyer@delphi.ca

The Delphi Group

428 Gilmour Street
Ottawa, ON, K2P OR8
613 562 2005
hroberts@delphi.ca

196 Spadina Ave, Suite 402
Toronto, ON, M5T 2C2

647 727 4726
spacifico@delphi.ca

Find us on the Web:
www.delphi.ca

Delphi .

Emvironmental Strategies. Business Soktions

Disclaimer:

The information, concepts and
recommendations expressed in this
document are based on
information available at the time of
the preparation of this document.
Action or abstinence from acting
based on the opinions and
information  contained in this
document are the sole risk of the
reader and Delphi shall have no
liability for any damages or
losses arising  fromuse of the
information and opinions in this
document.  All information is
provided “as is” without any
warranty or condition of any kind.
The document may contain
inaccuracies, omissions or
typographical errors.

The Delphi Group © 2010

Some Provinces Advance, Others Retreat

British Columbians saw the price of gasoline and light fuel oil rise by 1.12 and 1.27 cents
per litre respectively at the beginning of July. Following its schedule, the province
continues to phase in its unpopular carbon tax, with new taxes on gasoline and fuel oil
now standing at 4.45 and 5.11 cents per litre.

BC’s government has collected $848 million since the introduction of the tax two years
ago, and has returned over $1 billion to taxpayers, making the program more than
revenue neutral. Some believe that to maximize the impact of the tax, which is a
negative price incentive, revenue should be reinvested into renewable energy programs
or other complementary policies to create corresponding positive incentives. But to
make the tax more palatable for voters, the government chose to channel tax revenues
directly back to the public through tax cuts and income credits, with lower income
families receiving additional funds through the B.C. Low Income Climate Action Tax
Credit.

New Brunswick recently released an assessment of its progress towards meeting the
goals outlined in the 2007 New Brunswick Climate Change Action Plan. Fully 95% of the

commitments outlined in the plan have been achieved in the three years since its
publication, and emissions have fallen by 15% between 2004 and 2008.

Wind power capacity in the province will reach 249 megawatts by the end of 2010, home
energy audits and retrofits continue to climb, emissions from industry and the electricity
sector are falling, and lighting upgrades, new construction guidelines, and energy
efficiency programs have seen emissions from commercial buildings decline. Overall, the
province scored an “A-” on its annual climate change report card, which bested last
year’s “B” score.

Ontarian legislators are going back to the drawing board after hastily retracting the eco
fees program that ignited a major backlash after its introduction at the beginning of July.
The eco fees were designed such that retailers would add predetermined fees at the
point of sale to compensate for the costs of expanding Ontario’s Orange Drop program.
The program creates a place for Ontarians to dispose of hazardous materials like paints
and solvents in an environmentally responsible way, and was expanded on July 1 to
include thirteen new categories of hazardous materials. The categories added to the
Orange Drop program range from batteries and fire extinguishers to pesticides and
syringes.

While the program will still accept these additional materials for safe handling and
disposal, the province will have to figure out another way to pay for it. It is possible that,
rather than charging consumers who purchase the hazardous materials at the point of
sale, the government will instead charge the companies that manufacture the products.
If the province does so, economists expect that companies will pass those costs on to
consumers anyway through higher prices.
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