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Federal Budget Released to Mixed Reviews

The Federal Government released its budget on March 32010 and as many suspected,
there were no big surprises. The government sees its continued investments as a means of
generating jobs and solidifying Canada’s economic recovery over the 2010-2011 fiscal
period. However for some the link between economic recovery and greening the economy
has weakened. Most of the concerns have focused on the failure to renew or expand
spending in several key areas including the ecoENERGY Technology Initiative, a critical
source of funding for clean technology projects since its inception in 2007. Some key
technology players like Sustainable Development Technology Canada (SDTC) seem to have
been left out of the budget process altogether and without a recapitalization of their
program it is difficult to see how Canadian technologies, in particular those focused on GHG
reduction, will be advanced in the future.

The full funding implications arising from the budget may take weeks or even months to
sort out but what seems likely is that programs that have not fared well may be in for a long
period of attrition. The government made clear that it is committed to the continuation of
the second year of spending for Canada’s Economic Action Plan, but when this fiscal period
is completed (March 31, 2011) the focus will shift to managing the deficit. Government
departments will be expected to contribute to this effort.

However the news is not all bad. The 2008 commitment of $2B to the Clean Energy and
Green Infrastructure Funds remains strong. The budget highlights the $800M that has been
committed to research and demonstration of Carbon Capture and Storage (CCS), more than
half of which has already been committed to CCS projects. The Pulp and Paper sector will
see an additional $100M to advance clean energy opportunities arising from the $1B
committed to the Green Transformation Program in June of 2009.

The government also continued its practice of considering fiscal instruments as a means to
encourage innovation. A previous commitment to investigate how CCS investments and
assets will be treated is restated, as is the expansion of technologies that are eligible for
accelerated capital cost allowance (Class 43.2). The expansion includes a broader range of
heat recovery applications and distribution equipment used in district energy systems.

Despite the continuation of investments in innovation noted above there are many who
believe that the commitments are only a fraction of those being made in the US. The
Pembina Institute’s analysis of the budget suggests that US investments in clean energy are
outpacing Canada’s 17 to 1 on a per capita basis. Canada’s strategy on climate change and
clean energy has been to match US actions - which many interpret should include spending
on innovation. 2010 is shaping up to be a year that will provide further contrast on green
economic recovery and fiscal management, much of which will be defined by our clean
energy investments.

By Bruce Dudley, bdudley@delphi.ca
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EU Commission Looks to Keep Climate

Negotiations Moving

The EU’s new Commissioner for Climate
Action, Connie Hedegaard, has started
an international tour as the European
Commission looks to build international
consensus on  global  warming.
European Commission President José
Manuel Barrosa indicated that the EU is
looking to “keep up the momentum” in
negotiations following Copenhagen.

Recognising the need for global
participation, the Commission is
looking to integrate the guidance from
the Copenhagen Accord into a roadmap
to achieve a politically binding
agreement at COP-16, which will be

held in Mexico at the end of 2010. The
roadmap, including specific deliverable
objectives, will be developed during two
negotiation sessions beginning in April.

Hedegaard has highlighted the need for a
legally binding agreement and hopes that
a deal can be reached in Mexico. The
Commission is pressing for the EU to show
leadership by starting to implement the
Accord, which was not formally adopted
as a UN decision and is not binding. The
Commission intends to outline a route for
Europe’s transition to a low-carbon
economy by 2050 later this year.

By Jason Grove, jgrove@delphi.ca
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WCI Holds Goods
Movement Collaborative

Canadian National Railway and the
Western Climate |Initiative (WCI)
hosted a collaborative meeting with
key stakeholders on emissions from
freight movement in Vancouver on
March 4. The event was moderated
by The Delphi Group and focused on
the marine, rail and trucking
subsectors. The purpose of the event
was to:

e highlight the North American
transportation industry's GHG
emission pathways  and the
differences in managing sectors
across WCI Partner jurisdictions;

e identify specific emission
reduction opportunities within the
subsectors;

e initiate dialogue on the treatment
of the industry within the WCI; and,

e determine next steps for
continued transportation industry
engagement in WCI.

Meeting materials are available on
WClI’s website.

By Eva Berton, eberton@delphi.ca

Saskatchewan Re-Introduces Climate
Change Legislation

Saskatchewan re-introduced its climate change legislation in December of 2009. A
December news release signaled the province’s intention to revise its 2020
greenhouse gas (GHG) reduction target from a decrease of 32% below 2004 levels
by 2020, to a reduction of 20% below 2006 levels by 2020. However these targets
are not included in the province’s Management and Reduction of Greenhouse
Gases Act, also tabled in December of 2009. The intent of the revised targets was
to harmonize with federal policy, and exclusion of the targets from the bill allows
for flexibility in harmonizing with federal policy as it unfolds. Given that federal
targets were revised in January to 17% below 2005 levels, further changes to
Saskatchewan’s 2020 target appear likely.

The Management and Reduction of Greenhouse Gases Act allows for the
regulation of GHGs from as-of-yet unspecified sectors. The program will set a cap
on emissions, and will permit the use of offsets and technology fund contributions
towards compliance, but will not allow for carbon trading. The Office of Climate
Change will be responsible for preparing, coordinating and implementing
Saskatchewan’s climate initiatives including the regulation of major emitters and
the establishment of registries and protocols for offsets.

Emissions reductions resulting from the regulation of GHGs will be supported by a
range of complementary regulations and programs, such as: performance
agreements with large emitters to reduce GHG emissions beyond the scope of
regulated activities and with non-regulated emitters in the agriculture,
transportation and commercial and residential building sectors; investments in low
carbon technologies; and the province’s Go Green Saskatchewan program. Climate
change adaptation measures are also being developed by the Ministry of the
Environment.

By Eva Berton, eberton@delphi.ca
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EPA Releases Draft Final Rules Limiting
Emissions from Cars and Light Trucks

The Environmental Protection Agency (EPA) and the Department of
Transportation submitted their draft final rule on limiting greenhouse gas
(GHG) emissions from cars and light duty vehicles to the White House for
review on March 9th. The fleet-wide ruling would require passenger cars,
light-duty trucks, and medium-duty passenger vehicles to meet an
estimated combined average emissions level of 250 grams of carbon dioxide
per mile, or the equivalent of a 35.5 miles per gallon (MPG) fuel economy
standard by 2016. Requirements would take effect beginning with the 2012
model year, and increase in stringency until the full standard would be met
in 2016.

The draft final rule follows a joint Notice of Intent released by the EPA and
Department of Transportation in May 2009, indicating that the two agencies
would work together to establish national vehicle GHG and fuel economy
standards for new cars and trucks sold in the United States. It is supported
by energy legislation passed by Congress in 2007 mandating a fuel economy
of 35 MPG by 2020, as well a 2007 Supreme Court ruling giving the EPA
authority to regulate GHGs from vehicles under the Clean Air Act,
contingent on its finding that GHG emissions from vehicles endanger public
health and welfare (Dec. 2009).

A resolution tabled in the Senate seeks to repeal the EPA’s authority to
regulate GHGs. If successful, regulation limiting GHG emissions from
vehicles could not be enacted (see related article Bumpy Road Ahead to El
Regulation. A final ruling is expected to be filed by the EPA at the end of
March.

By Eva Berton, eberton@delphi.ca

US Senate May Opt for
Sector-Based Approach to
Climate Regulation

Senators Kerry, Graham and
Lieberman continue to work on the
framework for a bipartisan climate
and energy bill, and hope to table a
draft climate and energy proposal in
the Senate before the spring recess
begins at the end of March. The
Senators are actively engaging with
industry to craft a business-friendly
solution, and their efforts are being
bolstered by strong support from
the White House. President Obama
hosted over a dozen Democratic
and Republican Senators at the
White House on March 9th in the
hopes of building consensus around
Congressional action, re-stating his
belief that climate and energy
legislation is needed to help
revitalize the US economy.

While some Senators (including
some Democrats) are advocating for
an energy-only bill, others, such as
Republican Senator Graham argue
that energy independence will not
be possible “in a meaningful way”
until there is a price on carbon. A
number of measures are being
considered to rally bipartisan
support around pricing carbon,
most notably support for increased
offshore drilling, and incentives for
nuclear power production. A
sector-based approach to climate
regulation may also emerge. Initial
caps on greenhouse gas (GHG)
emissions may be limited to power
plants, and slowly expanded to
include other industrial sectors. A
separate tax on the carbon content
of transportation fuels may provide
an alternative to capping emissions
resulting from the combustion of
transportation fuels, as is the case
in Waxman Markey legislation
passed by the House last June.

By Eva Berton, eberton@delphi.ca
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Bumpy Road Ahead to EPA Regulation

The Obama administration has supported substantive measures over the past six
months to advance the Environmental Protection Agency’s (EPA) mandate to regulate
greenhouse gas (GHG) emissions through the Clean Air Act. Most recently, the EPA
submitted draft final rules that would limit greenhouse gas (GHG) emissions from cars
and light duty vehicles to the White House for review (see related article EPA Release
Draft Final Rules Limiting Emissions from Cars and Light Jr&ekslation of vehicle
GHG emissions under the Clean Air Act would also trigger emissions limits on new and
modified stationary sources - but the scope of sources to be included under EPA
regulation remains to be determined. Tailoring provisions are currently being

considered that would modify the regulated gases and emissions thresholds for new
and modified stationary sources. Thresholds for CO,-equivalent could be set at 75,000
tons annually in 2011/2012 and eventually fall to 25,000 tons annually. Final tailoring
rules are expected at the end of March.

The EPA’s authority to regulate GHGs has triggered substantial controversy within
both Republican and Democratic ranks, and amongst industry groups. Senate bill S.
3072, tabled by Democratic Senator Jay Rockefeller from West Virginia, would
prohibit the EPA from regulating stationary source emissions for a period of 2 years,
ostensibly to allow Congress sufficient time to address the issue of climate regulation.
A companion bill was introduced in the House by Democratic Senators from West
Virginia, and Virginia. A more drastic resolution that would remove the EPA’s
authority to regulate GHGs altogether was tabled in the Senate (S.). Res. 26) by
Republican Senator Lisa Murkowski from Alaska. Industry groups are also using the
judicial process to challenge the EPA’s authority to regulate GHGs from stationary
sources, with four lawsuits filed in the U.S. Court of Appeals for the District of
Columbia last month.

Those opposed to EPA regulation argue that it would unfairly target States that rely
on coal-based electricity generation, prove to be very costly to industry, adversely
impact numerous small sources such as hospitals and dry cleaners, and consequently
result in significant job losses. Those in favour of EPA regulation point out that the
same arguments were used for a number of other historical regulatory measures,
such as EPA regulation to phase-out ozone-depleting substances thirty years ago. EPA
Administrator Lisa Jackson defended the agency’s approach, stating that “well-
conceived, effectively implemented environmental protection is good for economic
growth” and that “without a clear picture of greenhouse gas regulations, there will be
little incentive to invest in clean energy jobs and America will fall further behind our
international competitors in the race for clean energy innovation.”

Legislative measures to limit or eliminate the EPA’s authority to regulate GHGs must
be passed by both Chambers of the US Congress and ratified by the President before
being enacted.

By Eva Berton, eberton@delphi.ca

Errata

The Delphi Group wishes to acknowledge and encourage feedback on the content of our

Policy Updates. We thank our readers for pointing out the following errors in our

February edition:

. The title of article “US Democrats Lose Senate Majority” should have read “US
Democrats Lose Senate Supermajority”

. In response to our article on Quebec Vehicle Emissions Standards, a reader pointed
out that there are slight differences between California and Quebec’s standard
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