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The climate crisis

A changing climate poses real risks for Canadians and the planet

“Humanity is conducting an unintended, uncontrolled, globally pervasive experiment
whose ultimate consequences could be second only to a global nuclear war. . . .
Far-reaching impacts will be caused by global warming and sea-level rise, which are
becoming increasingly evident. . . . The best predictions available indicate potentially
severe economic and social dislocation for present and future generations. . ..

It is imperative to act now.”

This passage might sound like a recent United Nations speech, but in
fact it comes from the proceedings of the World Conference on the
Changing Atmosphere, which was held in Toronto in 1988.

Since then, the science has become far more definitive, the expected
effects have materialized, and the need for action to address what is
now a climate crisis has only increased. The Intergovernmental Panel
on Climate Change estimates that human activities have already
caused global warming of 1.1 degrees Celsius above pre-industrial
levels. Global surface temperature will continue to increase until at
least the mid-century and exceed 1.5 to 2 degrees Celsius during this
century unless there are deep reductions to greenhouse gas emissions.
Increases in greenhouse gases are a primary cause of climate change.
This is not merely a matter of global warming: The panel projects more
extreme heat in most inhabited regions, heavy precipitation in several
regions, and a higher probability of drought and precipitation deficits in
other regions. Sea-level rise, biodiversity loss, and species extinctions
will also increase. Research also reveals the human health effects of
climate change. For example, a recent study found that one third of
heat-related deaths worldwide can be attributed to climate change.

Once warming occurs, its effects may be long-lasting or effectively
irreversible. There is increasing evidence that the climatic system may
be approaching a series of tipping points, which are critical thresholds
beyond which a system reorganizes, often abruptly or irreversibly. This
can include, for example, loss of ice from the Antarctic Ice Sheet, loss

of forests, or weakening of ocean currents, which can change global
weather patterns. This further underscores the need for concerted action
to reduce greenhouse gas emissions and adapt to climate change’s
deadly effects.

Greenhouse gases—Gases in the atmosphere that warm the earth by trapping infrared
radiation. They include carbon dioxide, methane, and nitrous oxide.
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Report 5

For Canada, a vast and diverse country, climate change affects regions
differently. Several regions are already experiencing devastating heat
waves, wildfires, and flooding because of climate change. Modelling
from the Government of Canada shows that the North, much of which

is underlain by permafrost, is warming at more than double the global
rate. The ocean surrounding Canada has also warmed and has become
more acidic and less oxygenated over the past century. These waters are
expected to continue becoming less hospitable to marine life, while more
of the Arctic and Atlantic oceans will become ice-free. Flooding on the
Atlantic and Pacific coasts and the Beaufort coast in the North further
increases the risk of damage to infrastructure and ecosystems.

These effects translate into risks to physical infrastructure, coastal and
northern communities, natural resources, biodiversity, ecosystems,
ecological cycles, and human health (Exhibit 5.1). For instance, increased
numbers of wildfires, heat waves, and vector-borne diseases put lives
atrisk. The increased frequency of droughts in certain regions affects
forests and agriculture, posing a risk to production, livelihoods, and the
food supply. Ecosystem changes and shifts in species distribution affect
Canada'’s species at risk.

Economists largely agree that costs related to climate change will
increase as emissions grow. The Canadian Institute for Climate Choices
estimates that the average cost per disaster in Canada has increased
more than tenfold since the 1970s.

The experience of climate change is highly unequal. Certain populations
bear a disproportionate burden and are particularly vulnerable to the
effects of climate change because they are less able to anticipate,

cope with, and recover from adverse effects. These groups can include,
but are not limited to, racial minorities, women and girls, low-income
populations, and the elderly. Additionally, youth and future generations
face intergenerational equity issues as they will be burdened by the
consequences of an increasingly dangerous climate.

Geographic exposure or reliance on certain economic sectors can also
increase the vulnerability of certain communities to climate change.

In Canada, climate change has disrupted access to Indigenous and
northern communities, threatened cultural sites, and adversely affected
traditional activities, such as hunting, fishing, and foraging. In the Arctic,
the well-being of local communities is being affected as climate change
compromises the availability of traditional foods and water supplies.
Many coastal communities face the risk of tidal flooding and storm
surges, while some face irreversible effects of sea-level rise. Climate
change will also adversely affect certain economic sectors, such as
forestry, agriculture, and fisheries.

Reports of the Commissioner of the Environment and
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Exhibit 5.1—The physical effects of climate change pose real risks for Canadians

Reduced ice cover and
degrading permafrost in

the North affect community
infrastructure and traditional
ways of life.

Ecosystem changes
§ 4 Increased wildfires put and shifts in species
;ﬁﬁt/\\ lives at risk and pose distribution affect
L'A risks to wildlife. : Canada’s species at risk
and food supply.

Increased frequency of
drought affects forests
and agriculture, posing
a risk to production and
livelihoods.

More frequent heat waves
and vector-borne diseases
affect health and health
systems.

Rising sea levels and
increased erosion
affect coastal
infrastructure.

More intense rainfall
increases inland flood
risk, affecting urban
infrastructure and
housing.

Source: Adapted from Canada’s Sixth National Report on Climate Change: Actions to Meet Commitments Under the United Nations Framework
Convention on Climate Change, Government of Canada, 2014; Canada’s Top Climate Change Risks: Expert Panel on Climate Change Risks and
Adaptation, Council of Canadian Academies, 2019

About the report

The Commissioner of the Environment and Sustainable Development
and the Auditor General of Canada have been reporting to Parliament on
Canada’s climate change performance since 1998 (see Appendix). Major
international commitments to fight climate change, of which Canada

has been a part, date back to 1992. In undertaking this look at 3 decades
of Canadian action and inaction on climate change, we reviewed our
previous audit recommendations and interviewed senior climate experts,
former government officials, and former commissioners.

Lessons Learned from Canada’s Record on Climate Change Report5 |
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Drawing from this collective experience, this report identifies trends in
Canada'’s efforts to fight climate change, along with 8 lessons learned
from Canadian accomplishments and mistakes:

+ Lesson 1: Stronger leadership and coordination are needed to drive
progress toward climate commitments

+ Lesson 2: Canada'’s economy is still dependent on
emission-intensive sectors

+ Lesson 3: Adaptation must be prioritized to protect against the
worst effects of climate change

+ Lesson 4: Canada risks falling behind other countries on investing in
a climate-resilient future

+ Lesson 5: Increasing public awareness of the climate challenge is a
key lever for progress

+ Lesson 6: Climate targets have not been backed by strong plans
or actions

+ Lesson 7: Enhanced collaboration among all actors is needed to find
climate solutions

+ Lesson 8: Climate change is an intergenerational crisis with a rapidly
closing window for action

This is not an audit report. Instead, this report provides a historical
perspective on Canada’s action to address climate change mitigation
and adaptation in order to inform parliamentarians. Parliamentarians

are instrumental in ensuring that Canada transitions to a low-emission
economy and ultimately must hold the government to account in meeting
its climate change objectives. This report also aims to build Canadians’
awareness of the climate crisis, to share the Commissioner’s views, and
to position future work on Canada’s climate change efforts.

To help frame future discussions and actions on climate change, this
report provides some critical questions to consider as governments
across Canada move forward on their climate change commitments.
The aim is to help Canada learn from past failures so that it can translate
its good intentions into positive outcomes. Continued failure is not an
option if Canada and the rest of the world are to protect the earth and
humanity from catastrophic climate change.

Given the momentum created by the global climate conference in
Glasgow, Scotland, this year, the moment to act on climate is now.

4 | Report5 Reports of the Commissioner of the Environment and
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Canada’s commitments and actions on
climate change

Canada’s record on climate change should be judged not only on the
targets and commitments that Canada has made over the years, but also
on its actions. Despite commitments from government after government
to significantly reduce greenhouse gas emissions over the past

3 decades, Canada has failed to translate these commitments into real
reductions in net emissions. Instead, Canada’s emissions have continued
to rise. Meanwhile, the global climate crisis has gotten worse. However,
the recent coronavirus disease (COVID-19) pandemic has shown that
Canada does have the capacity to respond to crises. Will Canada finally
turn the corner and do its part to reduce greenhouse gas emissions?

Canada has participated in more than 30 years of international
collective action on climate change

Globally, scientific research has focused on climate change since

the late 1980s. The Intergovernmental Panel on Climate Change

was established in 1988 to assess changes in climate and provide
governments with scientific information to guide climate policies.
Through this panel, scientists and other experts from around the world,
including Canada, synthesize the most recent developments in climate
science, adaptation, vulnerability, and mitigation. Over decades, the
panel’s key findings have more definitively outlined the types and severity
of change in our climate—and attributed much of it to human activity.

In June 1992, Rio de Janeiro, Brazil, hosted the United Nations
Conference on Environment and Development. This conference
launched the United Nations Framework Convention on Climate
Change. Signatories, including Canada, agreed to stabilize greenhouse
gas concentrations in the atmosphere at a level that would prevent
dangerous interference with the climate. Canada has been party to all
major international climate change agreements since then (Exhibit 5.2).

In 2015, 196 countries adopted the landmark Paris Agreement, a

legally binding international treaty on climate change. The goal of the
Paris Agreement is to limit global warming to well below 2 degrees
Celsius, preferably to 1.5 degrees Celsius, relative to pre-industrial
levels. According to the Intergovernmental Panel on Climate Change,

to achieve this goal and a net-zero-emission world by 2050, countries
must significantly reduce their greenhouse gas emissions without delay.

Coronavirus disease (COVID-19)—The disease caused by severe acute respiratory
syndrome coronavirus 2 (SARS-CoV-2).
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However, current global commitments fall far short of this, leading to
projections of warming by 3 degrees Celsius by 2100.

Exhibit 5.2—Canada’s climate action and participation in major international climate agreements

1988

1992

1997

Adopted

Intergovernmental Panel on
Climate Change

United Nations Framework
Convention on Climate
Change

Kyoto Protocol

Copenhagen Accord

Canada'’s withdrawal from
the Kyoto Protocol

Paris Agreement

Canada’s new greenhouse
gas emission target

Canada’s action

Canada hosts a major international climate event, the World
Conference on the Changing Atmosphere, and later that year
becomes an active member of the Intergovernmental Panel
on Climate Change.

Canada ratifies the United Nations Framework Convention on
Climate Change.

Canada signs the Kyoto Protocol in 1998 and formally
ratifies the agreement in 2002, committing to reducing its
greenhouse gas emissions by 6% below 1990 levels between
2008 and 2012.

Canada commits to this non-binding agreement and to
reducing its greenhouse gas emissions by 17% below
2005 levels by 2020.

Canada abandons its commitment to emission reduction
under the protocol.

Canada signs the Paris Agreement in 2016 and commits
to reducing its greenhouse gas emissions by 30% below
2005 levels by 2030.

The Paris Agreement asked countries to enhance targets over
time. Canada commits to a higher emission reduction target
of 40% to 45% below 2005 levels by 2030, which equates to
annual emissions of about 406 to 443 megatonnes of carbon
dioxide equivalent.

Canada’s greenhouse gas emissions have increased in the past
30 years

| Report5

Since 1990, the Government of Canada has made many domestic
and international commitments to address climate change, including
commitments to reduce its greenhouse gas emissions and reach
net-zero emissions by 2050. The 2 most recent domestic plans were
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the 2016 Pan-Canadian Framework on Clean Growth and Climate Change
and A Healthy Environment and a Healthy Economy in 2020 (Exhibit 5.3).
In 2021, the government announced a new target to reduce emissions
but has not yet issued an updated climate plan.

Repeated commitments, strategies, and action plans to reduce
emissions in Canada have not yielded results (Exhibit 5.4). According
to Canada’s 2021 National Inventory Report, Canada’s emissions

were 730 megatonnes of carbon dioxide equivalent in 2019, while

its target for 2020 was 607 megatonnes. Canada’s new target

for 2030 equates to approximately 406 to 443 megatonnes. Despite
progress in some areas, such as public electricity and heat generation,
Canadian emissions have actually increased by more than 20%

since 1990.

Exhibit 5.3—Canada has 2 climate change plans in effect

The 2016 Pan-Canadian Framework on Clean Growth and Climate Change was Canada’s first-ever national
climate plan, developed in collaboration with provinces and territories and with input from Indigenous
peoples. It included over 50 measures to reduce carbon emissions. Some of the key commitments in the
framework include

« carbon pricing in all jurisdictions by 2018

+ a nationwide strategy for electric vehicles by 2018

- a federal clean fuel standard that will require liquid fuel suppliers to reduce carbon intensity by 2030
+ an accelerated nationwide coal phase-out by 2030

+ methane regulations for the oil and gas sector

+ investment in clean technology

Canada’s A Healthy Environment and a Healthy Economy plan, launched in 2020, builds on the framework
and the 2018 Generation Energy Council report, which outlined 4 pathways that could lead Canada to an
affordable, sustainable energy future. A Healthy Environment and a Healthy Economy contains 64 new

or strengthened federal policies, programs, and investments to cut carbon emissions. The plan’s 5 key
pillars are

+ making the places Canadians live and gather more affordable by cutting energy waste

« making clean, affordable transportation and power available in every Canadian community

+ continuing to ensure pollution isn't free and households get more money back

* building Canada’s clean industrial advantage

+ embracing the power of nature to support healthier families and more resilient communities

The plan also contains new measures to support Indigenous climate leadership, to cut emissions from
waste and from federal operations, and to introduce nature-based climate solutions, such as planting
trees and restoring grasslands.

Megatonne of carbon dioxide equivalent—The amount of a greenhouse gas that has
the same warming potential as a million tonnes (a megatonne) of carbon dioxide over a
specified period.
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Exhibit 5.4—Canada’s overall emissions grew from 1990 to 2019, despite numerous plans for
reducing greenhouse gas emissions

Government of
Canada Action

Greenhouse gas emissions Plan 2000 on
(in megatonnes of carbon Climate Change Project Green
dioxide equwalem) Climate Pan-Canadian
800 — Change— A Climate Change Plan Framework on A Healthy
National Action Achieving Our for the Purposes of Clean Growth Environment
775 Canada's Program on Commitments Turning the  the Kyoto Protocol and Climate and a Healthy
Green Plan Climate Change Together Corner Implementation Act Change Economy
750 —
725
700 —
675
650 —
625
600 —
575+
0/I/|||||||||||||||||||||||||||||||
1990 1995 2000 2005 2010 2015 2020
Year

Source: Based on emission data from Canada’s 2021 National Inventory Report

Canada has made some progress in decoupling emissions from
population growth and its gross domestic product: Canada’s population
and economy have grown faster than emissions have. However, Canada'’s
greenhouse gas emissions have increased since the Paris Agreement
was signed, making it the worst performing of all G7 nations since

the 2015 Conference of the Parties in Paris, France.

Climate change and the Sustainable Development Goals

In September 2015, Canada joined 192 countries in committing to

the United Nations’ 2030 Agenda for Sustainable Development. This
agenda is a universal call to action to end poverty, protect the planet,
and improve prosperity, peace, and partnership, with a focus on helping
the most vulnerable first and leaving no one behind. The agenda sets
out 17 Sustainable Development Goals, which cover a broad range

of social, economic, and environmental issues, such as poverty,

health, gender equality, sustainable economic growth, water, and
climate change.

| Report5 Reports of the Commissioner of the Environment and
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In 2017, the Office of the Auditor General of Canada committed to
examining in its performance audits and special examinations how

DEVE:_.OPMENT federal organizations are contributing to the United Nations’ Sustainable
é‘ QALS Development Goals. The matters examined in this report relate to

- Goal 13, which commits governments to “take urgent action to combat
climate change and its impacts.” Many of the other Sustainable
Development Goals contain elements relevant to climate change, such
as the goals of

SUSTAINABLE

- affordable and clean energy (Goal 7)

+ decent work and economic growth (Goal 8)

+ industry, innovation and infrastructure (Goal 9)
+ reduced inequalities (Goal 10)

+ sustainable cities and communities (Goal 11)

+ life below water (Goal 14)

- life on land (Goal 15)

* peace, justice and strong institutions (Goal 16)

We have undertaken several audits related to these goals and their
targets and will continue to do so as a means of contributing to the
monitoring of national and international progress toward the agenda and
the goals.

What Canada can learn from the COVID-19 crisis

The COVID-19 pandemic has shown that strong, concerted government
action can avert the worst of a crisis. But the longer-term crisis of
climate change looms larger than ever.

Governments in Canada and around the world responded to COVID-19 in
various ways: lockdowns and curfews, mask mandates, vaccine rollouts,
support for workers and small businesses affected by economic
shutdowns, and the procurement of personal protective equipment and
ventilators. Jurisdictions whose governments took strong initial steps
and followed scientific advice generally fared better than those that

did not.

Like pandemics, climate change is a global crisis, which experts have
been raising alarms about for decades. Pandemics and climate change
both carry risks to human health and the economy, and both require
whole-of-society responses to prevent further catastrophe.

Lessons Learned from Canada’s Record on Climate Change Report5 | 9



This suggests that Canadians can draw crisis management lessons
from the COVID-19 pandemic. As well, pandemic economic recovery
efforts will provide opportunities for the emergence of a stronger, more
climate-resilient society—if governments at all levels, citizens, the private
sector, and civil society work together.

Lessons learned from 30 years of climate change
challenges and opportunities in Canada

The Commissioner of the Environment and Sustainable Development
and the Auditor General of Canada have been reporting to Parliament on
Canada’s climate change performance since 1998. However, mentions
of climate change in audit reports started as early as 1985, delving

into topics such as reducing greenhouse gas emissions, mitigating the
effects of severe weather, adapting to the changing climate, phasing out
fossil fuel subsidies, and developing sustainable infrastructure and clean
energy technologies. We have audited Environment and Climate Change
Canada and Natural Resources Canada most frequently on these topics,
but we have also included Agriculture and Agri-Food Canada, Transport
Canada, Health Canada, and the Department of Finance Canada, among
others.

A series of 8 lessons emerge from the findings of these many audits.

In turn, these lessons—along with some examination of examples from
other jurisdictions—suggest opportunities for Canada to turn its climate
commitments into lasting results.

Lesson 1: Stronger leadership and coordination are needed to
drive progress toward climate commitments

The challenge

—+—
-
-
~
-~r
o~ ol

Photo: BLFootage/
Shutterstock.com
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Addressing the climate change crisis requires leadership and
coordination among many government actors—not only federal
organizations, but also the provincial, territorial, and

municipal governments.

Provincial and territorial jurisdiction and interests. Some
responsibilities relevant to climate change fall under provincial

and territorial jurisdiction, and climate actions are often subject to
divergent regional interests. For example, Alberta, Saskatchewan, and
Newfoundland and Labrador produce 97% of Canadian crude oil. In
addition, Alberta and British Columbia account for 97% of Canadian

Reports of the Commissioner of the Environment and
Sustainable Development to the Parliament of Canada—2021



production of natural gas and natural gas liquids. Canada’s climate goals

cannot be met without taking the oil and gas industry into account,
but the debate about fossil fuel development risks both partisan and

regional division. Experts that we interviewed told us that Canada needs

to depolarize the climate change discussion to move the debate from

whether the country should significantly reduce its emissions and toward
a discussion on how emissions should be reduced.

Coordination of federal responsibilities. Many federal government

organizations have an increasing number of responsibilities related to
climate change, which creates complications at the national level. This

risks an uncoordinated policy approach among government entities,
which can hamper progress on climate action. Potentially competing

mandates and responsibilities can lead to policies and decisions that can

appear to be at cross-purposes—as seen in the government’s actions

on the Trans Mountain Pipeline Expansion (Exhibit 5.5) and the Onshore

Program of the Emissions Reduction Fund (Exhibit 5.6).

Exhibit 5.5—Investing in the Trans Mountain Pipeline Expansion (TMX) is an example of policy

incoherence with progress toward climate commitments

The federal government made a direct and significant investment in fossil fuel infrastructure while trying
to position itself as a global leader on climate action

December 2013 October 2017 May 2018

Kinder Morgan, an A court case challenging The federal government
American fossil fuel the National Energy agrees to purchase the
transportation and Board's approval of TMX for $4.5 billion.
infrastructure company, the TMX begins at the
applies to build the TMX Federal Court of Appeal.
at an estimated cost of
$5.4 billion.

L L J L L J @ L J @ L
November 2016 April 2018 August 2018 February 2020

The federal government Kinder Morgan suspends
approves the TMX but activities on the TMX
faces opposition from because of escalating

some First Nations, costs, construction
environmental groups, delays, and the
and several municipalities uncertainty of regulatory
in British Columbia. processes.

Lessons Learned from Canada’s Record on Climate Change

June 2019

After fulfilling
consultation and
environmental impact

assessment obligations,
the federal government
reapproves the TMX,
1 day after declaring a
climate emergency in

The Federal Court
of Appeal quashes
government approval of
the TMX, noting the need
for further consultations
and environmental impact
assessments prior to
project approval.

The cost of the TMX's
construction is estimated
by the Parliamentary
Budget Officer at
$12.6 billion.

The Federal Court of
Appeal finds the federal
government’s decision
to reapprove the project
in June 2019 was
reasonable.
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Exhibit 5.6—The Emissions Reduction Fund is an example of a program that aims to support the
energy sector while also reducing emissions

In fall 2020, the government launched the Onshore Program of the Emissions Reduction Fund as part
of Canada’s COVID-19 Economic Response Plan. The government saw the program as a way to help

the energy sector deal with lower oil prices during the COVID-19 pandemic. The program was designed
to provide financial support to struggling companies in the sector while at the same time supporting
emission reduction efforts. It offered up to $675 million to help onshore (that is, land-based) oil and gas
companies maintain employment, attract investments, increase global competitiveness, and accelerate
their deployment of equipment to reduce greenhouse gas emissions, particularly methane emissions.

Our 2021 audit found that Natural Resources Canada did not design the Onshore Program of the
Emissions Reduction Fund to ensure credible and sustainable reductions of greenhouse gas emissions in
the oil and gas sector or value for the money spent.

The Commissioner of the Environment and Sustainable Development’s audit findings on Canada’s
Emissions Reduction Fund can be found on the Office of the Auditor General of Canada’s website.

Environment and Climate Change Canada is the lead federal department
responsible for climate change. However, because the department

is not a federal central agency, it cannot compel other federal
organizations to undertake work related to climate change under their
respective mandates.

Several of our audits on the subject of climate change have pointed to
the importance of coordinating actions across federal departments

and agencies and all levels of government. For example, in 2018, most
provincial and territorial auditors general, together with the Auditor
General of Canada, coordinated their efforts to report on climate change
activities in their jurisdictions. This resulted in a collaborative summary
report that was submitted to Parliament that highlighted limited
coordination among and within federal, provincial, and territorial levels
of government. The findings also showed limited coordination between
provincial and territorial governments and their municipal governments.
The summary report stated that this limited coordination led to an

ad hoc response to climate change across the country. This lack of
coordination also meant that important opportunities or challenges may
have been overlooked and that redundant or contradictory policies may
have been developed.

The Department of Finance Canada is responsible for analyzing and
advising the Minister of Finance on tax measures relevant to Canada’s
2009 G20 commitment to phase out and rationalize inefficient fossil

fuel subsidies. Our reports in 2017 and 2019 found that Canada'’s
assessments to identify inefficient tax subsidies for fossil fuels were
incomplete, and the department did not clearly define what an inefficient
fossil fuel subsidy was. Our reports have recommended that the
Department of Finance Canada clearly define the criteria for determining
whether tax subsidies for fossil fuels are inefficient and conduct an
analysis of all tax measures that apply to the fossil fuel sector to support
the phase-out and rationalization of inefficient fossil fuel subsidies.

12 | Report5 Reports of the Commissioner of the Environment and
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Opportunities

In our review, we identified several opportunities to address leadership
challenges in the fight against climate change.

Centralizing responsibility within the federal government. In France, the
Council of Ministers, which is equivalent to the Cabinet in Canada, has
made the centre of government—rather than an individual department or
ministry with more limited jurisdiction—responsible for climate change.
We heard in our interviews with experts that recent strides have been
made to put climate change closer to the centre of Canadian government
policy through ministerial mandate letters, for example. However, we also
heard that stronger collaboration and leadership from central agencies,
such as the Privy Council Office and the Department of Finance Canada,
would further drive this important agenda.

Taking provincial and territorial needs into account. Our expert
interviewees identified the Pan-Canadian Framework on Clean Growth
and Climate Change as a successful driver of federal-provincial
coordination, as it was developed to reflect the varying needs of each
province, territory, and federal organization. They also raised carbon
pricing as an instance where the federal government was able to institute
climate policy that could be applied at the provincial level, given the
flexibility that the policy allowed provinces to have in managing their own
systems, so long as they adhere to the federal benchmark (Exhibit 5.7).
Experts we interviewed identified a recent Supreme Court of Canada
decision that upheld the constitutionality of the Greenhouse Gas
Pollution Pricing Act as providing some certainty about federal power
and responsibility.

Depolarizing climate action discussions. Some countries, such as the
United Kingdom, have successfully depolarized some aspects of the
climate change discussion. The United Kingdom has an independent
climate body (the Climate Change Committee), established as part of the
country’s Climate Change Act, that advises the government on emission
targets. It also reports to the Parliament of the United Kingdom on
progress made in reducing greenhouse gas emissions and in preparing
for and adapting to the effects of climate change. The legislation and
the establishment of an independent advisory body have been useful

in cementing consensus and holding the government accountable to
ensure that climate action remains a priority in the face of competing
political agendas and periodic changes in government.

Lessons Learned from Canada’s Record on Climate Change Report5 | 13



Exhibit 5.7—Canada has applied minimum requirements for pricing carbon across all provinces
and territories

Carbon pricing is widely recognized as one of the most efficient and effective tools for reducing
greenhouse gas emissions. It spurs low-carbon innovation and investment while encouraging businesses
and households to lower their emissions. According to a World Bank Group report, 61 carbon pricing
initiatives have been established or are scheduled for implementation. Together, these would apply to
about 22% of global emissions. As of 2019, all Canadian provinces and territories had carbon pricing
systems, some where the provinces ran the system and some where the federal system applied.

Carbon pricing is a core element of the Pan-Canadian Framework on Clean Growth and Climate

Change. In October 2016, the federal government published its carbon pricing benchmark, which aims

to ensure that carbon pricing covers a broad set of emission sources across Canada and increases

in stringency over time. The benchmark provides flexibility for provinces and territories to design and
implement their own carbon pricing systems, provided that the systems meet certain criteria. The federal
government completed its review of the benchmark criteria and confirmed an increase in the carbon
price by $15 per tonne each year, starting in 2023, to $170 per tonne in 2030. The federal government

has also implemented a federal carbon pricing backstop, a carbon pricing system that applies only in
jurisdictions that requested it or those whose carbon pricing systems do not meet the benchmark criteria.
On 25 March 2021, the Supreme Court of Canada released its decision upholding the constitutionality of
the Greenhouse Gas Pollution Pricing Act.

In 2022, the Commissioner of the Environment and Sustainable Development will present to Parliament a
performance audit that examines the federal carbon pricing system.

In 2021, the Canadian Parliament passed the Canadian Net-Zero
Emissions Accountability Act, which enshrines in law Canada'’s

2050 target of net-zero emissions. It remains to be seen whether this
legislation and the new Net-Zero Advisory Body—an independent group
of experts charged with providing advice to the Minister of Environment
and Climate Change on the most efficient and effective ways to

reach net-zero emissions by 2050—will help to depolarize climate
change discussions.

Considerations for parliamentarians

+ How can coordination across all levels of government be
strengthened?

+ How will the federal government ensure that lead departments on
climate change are given the resources and authority they need to
provide leadership to other departments and agencies?

+ How will the federal government ensure that policies within
various jurisdictions are complementary rather than redundant
or contradictory?

+ |Is there a way to depolarize aspects of the issue and ensure that the
necessary elements of Canada’s climate actions remain consistent
through changes in government?
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Lesson 2: Canada’s economy is still dependent on
emission-intensive sectors

The challenge

Canada has an abundance of energy resources, including crude oil, coal,
natural gas, uranium, the highest tides in the world, and space for
hydroelectric dams and wind and solar farms. The energy industry is a
vital part of both the production and consumption sides of the Canadian
economy. Natural Resources Canada'’s Energy Fact Book 2020-2021

: states that the oil and gas industry directly accounted for more than 5.3%
Fhoto: Bruice Raynor/ of the country’s gross domestic product in 2019, rising to 7.8% when
accounting for indirect contributions. It directly employed nearly
176,500 people and indirectly employed 422,500 people in 2019. The
sector also employs 10,000 Indigenous workers. The industry is also an
important contributor to international trade, accounting for 23% of
Canada’s exports and 8% of its imports in 2019. However, the industry is
also the largest greenhouse gas emitter in Canada (Exhibit 5.8),
accounting for 26% of Canada'’s total emissions in 2019.

Exhibit 5.8—0il and gas production accounts for the largest share of Canada’s greenhouse gas
emissions by economic sector (2019)
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Regional divisions. Even with substantial reductions in oil sands
emissions per barrel, Canada'’s growing oil and gas production remains

a key barrier to meeting its climate targets. Because of these competing
pressures, aggressive climate policies face not only climate skepticism,
but also pushback from powerful industry interests and voter concerns
about higher energy costs and economic losses caused by a transition
to cleaner sources of energy. Partly because the provinces and territories
have very different economies and priorities, climate change has been a
polarizing regional issue in Canada.

While Canada represents about 1.6% of global emissions, it is among
the top 10 largest emitters globally and one of the highest emitters per
capita (Exhibit 5.9). Canada is also the world’s fourth-largest producer
and exporter of oil, with about 53% of oil produced in 2019 being
exported and burned elsewhere. The Canada Energy Regulator projects
that Canadian fossil fuel production will continue to grow because of oil
and gas exports, even while domestic consumption declines.

In this sense, Canada’s greenhouse gas emissions are much higher than
those accounted for under the Paris Agreement because the agreement
considers only emissions released within national boundaries, rather
than exports, which are attributed to the consumer countries. Regardless
of the accounting approach, Canada continues to play a large role in the
dangerous accumulation of greenhouse gases in the atmosphere.

Exhibit 5.9—Total and per capita economy-wide greenhouse gas emissions vary widely across
provinces and territories (2019)
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One way that countries can more fairly share the burden of reducing
emissions is through border carbon adjustments—that is, by ensuring
that imported goods are subject to the same emission costs as
domestically produced goods are. In 2021, the Government of Canada
opened a consultation to explore the possibility of partnering with other
economies to introduce border carbon adjustments.

Opportunities

Governments that heavily rely on fossil fuels as sources of revenue

are at risk of not being fiscally sustainable over the long term if they

do not properly adapt to the phasing out of fossil fuels. Experts we
interviewed told us that the Canadian government will need to adapt to
decarbonization and must be aware of the shifting revenue base that will
accompany the transition to a low-emission economy. Because of shifts
away from emitting activities, an economic transition will increase the
risk that assets may be stranded—for example, oil and gas that will never
be extracted or equipment that will not be used for its whole life cycle—
and that workers may require government support to mitigate its social
and economic effects. Additionally, diversifying economic activity will

be essential to transitioning away from an emission-intensive economy.
As the fossil fuel tax base erodes, governments will need to identify new
streams of revenue.

We identified several opportunities to address the challenges of such
a transition.

Long-term funding. Some oil-exporting countries have successfully
begun to transition their economies. For example, Norway manages its
oil wealth through the Government Pension Fund Global, which it set

up to shield the economy from ups and downs in oil revenue. The fund
serves as a financial reserve and long-term savings plan so that both
current and future generations benefit from the country’s oil wealth. The
fund also invests in renewable energy technologies and decided in 2019
to divest from unsustainable companies.

Diversifying energy production. The Commissioner’s 2017 audit on
funding clean energy technologies examined clean energy technology
demonstration projects in 3 funds. The audit found that the government
had a rigorous and objective process in place to assess, approve, and
monitor projects. However, the audit recommended that the government
clearly document its project assessment and approval decisions and
report publicly on the emission reductions that result from all the
relevant demonstration projects it funds.

Several other countries that rely on fossil fuels have also begun to
transition to a low-carbon economy. Countries, such as the United Arab
Emirates, the fifth-largest producer in the Organization of the Petroleum
Exporting Countries, have committed to diversifying their economies
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away from oil and natural gas and sourcing a greater proportion of their
electricity from renewable sources. In Canada, steps have been taken
to diversify by investing in clean technology. For example, in 2020, the
Government of Canada released its hydrogen fuel strategy (Exhibit 5.10).

Shielding workers and communities. A key consideration of transitioning
an economy away from fossil fuels is the need to shield communities
and workers who might be negatively affected by the climate policy.
Many countries, including Canada, have begun to address vulnerable
workers and communities through “just transition” initiatives

(Exhibit 5.11). The European Union established the Just Transition
Mechanism to direct about $183 billion to the fossil-fuel-producing

and carbon-intensive regions most affected by the energy transition
from 2021 to 2027. Germany’s Energiewende (energy transition) is a
mission-oriented program aimed at creating a low-carbon energy system
while phasing out nuclear power by 2022 and coal-fired power by 2038.
Germany’s coal phase-out includes compensation claims by coal plant
operators and paves the way for economic support programs worth

€40 billion (CANS59 billion) in coal regions.

Exhibit 5.10—Canada aims to add hydrogen to its energy mix as part of its transition to a
clean economy

Hydrogen is viewed as an option for meeting net-zero targets by decarbonizing hard-to-abate sectors,
such as heating and power generation, and reducing Canada'’s dependence on high-carbon fuels.
Hydrogen is a carbon-free energy carrier that emits only water and heat when burned; no greenhouse
gases or other pollutants are released. However, hydrogen extraction may require large quantities of
energy and, depending on the energy source, could result in emissions.

An increasing number of countries, including Japan and Germany, have released strategies and visions for
a hydrogen-fuelled economy. In Canada, the provinces of Alberta, British Columbia, Ontario, and Quebec
have also made hydrogen announcements.

In December 2020, Natural Resources Canada released the Hydrogen Strategy for Canada. The policy
document demonstrates what a hydrogen-fuelled economy could look like in Canada where clean
hydrogen can deliver up to 30% of Canada’s end-use energy by 2050, abating up to 190 megatonnes of
carbon dioxide equivalent. This would be accomplished through deployment in transportation, heating,
and industrial applications. The strategy also views hydrogen as an opportunity to expand Canada’s
export market that could reach $50 billion by 2050.

In 2022, the Commissioner of the Environment and Sustainable Development will present to Parliament a
performance audit that examines the role of hydrogen in reducing greenhouse gas emissions.
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Exhibit 5.11—The government supports a just transition for coal workers

In 2016, the Government of Canada committed to phasing out traditional coal-fired electricity by 2030
to help meet Canada'’s emission reduction targets. However, the coal phase-out could also lead to
job losses, income insecurity, and social effects. It will eventually affect nearly 50 communities and

roughly 3,900 coal workers, mostly in Alberta, but also in Saskatchewan, New Brunswick, and Nova Scotia.

The status of coal mines and coal plants varies across these provinces; some are already closed and
others are scheduled to close by 2030.

The Pan-Canadian Framework on Clean Growth and Climate Change acknowledges the importance
of supporting coal workers and communities in a just and fair transition to a low-carbon economy.
To identify possible solutions to support a just and fair transition, the government launched its
Task Force on Just Transition for Canadian Coal Power Workers and Communities in 2018. Its key
recommendations included

« prioritizing infrastructure projects in affected communities
« funding locally driven transition centres in affected communities
+ dedicating funds for economic redevelopment and skills retraining

The government began to allocate funds from a $35-million Canada Coal Transition Initiative in 2018
and is now disbursing $150 million from a similar fund for infrastructure projects and economic
diversification. The Atlantic Canada Opportunities Agency and Prairies Economic Development Canada
(established in 2021 when Western Economic Diversification Canada divided operations between Pacific
Economic Development Canada and Prairies Economic Development Canada) are administering these
funds to affected communities. Natural Resources Canada and Employment and Social Development
Canada are working toward federal support for a just transition toward a low-carbon economy.

In 2022, the Commissioner of the Environment and Sustainable Development will present to Parliament a
performance audit that examines Canada’s just transition for coal workers.

National energy strategy. A robust economic transition at the necessary
scale and pace will require long-term planning coordinated by the federal
government with strong involvement from the provinces and territories.

A national energy strategy could help to unify Canada’s diverse energy
interests and map a path forward for governments and industry. The

strategy should align with climate targets and the varying energy needs
across all regions. It should also incorporate elements needed to shield

workers and communities from the effects of an industrial transition.

The United Kingdom’s Energy White Paper is the country’s
national 10-point plan that sets out how the country will clean up its
energy system to reach net-zero emissions by 2050. The strategy’s

focus areas include reducing energy consumption in buildings, industry,

and transportation. It also includes commitments in the areas of green

finance and innovation. The strategy focuses on wind, nuclear, and

hydrogen energy and carbon capture, use, and storage for transitioning

to a low-carbon economy. In addition, the plan lays out ambitious
objectives for the transportation industry, such as accelerating the
transition to green ships and planes and ending the sale of new petrol
and diesel cars and vans by 2030.
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Considerations for parliamentarians

+ How much financial support does Canada provide to the oil and gas
industry? Could this support be reallocated to workers?

+ How can Canada deliver on its promise to reduce fossil
fuel subsidies that undermine the achievement of climate
change actions?

+ What role could a national energy strategy play in diversifying
Canada’s economic interests and mitigating risks to the energy
supply across Canada?

+ How can the federal government identify and assist
communities and workers most affected by the transition to a
low-carbon economy?

Lesson 3: Adaptation must be prioritized to protect against the
worst effects of climate change

The challenge

-

Photo: FDR Stock/
Shutterstock.com
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Climate change is increasing the frequency and magnitude of extreme
weather events, such as droughts, floods, heat waves, wildfires, and
storms, and causing more gradual changes, such as melting permafrost
and rising sea levels (Exhibit 5.12). The associated costs from
weather-related disasters in Canada have risen over the past decade and
are now equivalent to 5% to 6% of the annual gross domestic product
growth. The costs per disaster have increased drastically as well,
jumping 1,250% since the 1970s. For example, the devastating

2016 wildfires in and around Fort McMurray, Alberta, necessitated the
evacuation of over 80,000 people and incurred $11 billion in economic
losses. Wildfire smoke is thought to cause hundreds to thousands of
premature deaths each year in Canada and cause health effects that
cost the Canadian economy billions of dollars annually. Loss of property
is another concern because an estimated 10% of Canadian households
are at very high risk of flooding.

Because of the accumulation of long-lasting greenhouse gases in

the atmosphere, the effects of climate change cannot practically be
reversed, even if emissions were to drop sharply. Nevertheless, some
vulnerabilities related to climate change can be reduced through
measures to adapt to the effects. The Commissioner’s climate audits
have repeatedly found deficiencies in the federal government’s climate
adaptation plans. Reports in 2010 and 2017 found that concrete actions
had not been taken to adapt to the effects of a changing climate.

In 2018, a collaborative summary report with most of Canada’s provincial
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auditors general identified similar deficiencies in climate adaptation
efforts across Canada. The summary report’s findings highlighted that
most Canadian governments had not assessed the risks they faced and
the actions they should take to adapt to a changing climate.

Exhibit 5.12—Climate-related infrastructure failures can pose real risks to Canadians

Climate change is already affecting Canadian infrastructure, particularly in vulnerable northern and
coastal regions. Climate-related infrastructure failures threaten health and safety and can interrupt
essential services, disrupt economic activity, and incur high costs for recovery and replacement. To better
adapt to climate change, the government has committed billions to fund infrastructure projects that
incorporate climate considerations into infrastructure planning. Proper design and rehabilitation will help
Canadians withstand climate effects, protect the health and safety of Canadians, and generate long-term
cost savings.

Infrastructure Canada launched a Climate Lens tool in 2018 to help promote the consideration of climate
risks and greenhouse gas emissions in the design and planning of new infrastructure. The Climate Lens
tool includes a greenhouse gas mitigation assessment, which provides an estimate of the anticipated
emissions impact of federally funded infrastructure projects funded through the Investing in Canada
Infrastructure Program, the Disaster Mitigation and Adaptation Fund, and the Smart Cities Challenge.

It also includes a climate change resilience assessment, which employs a risk management approach to
the projected impacts of future climate change.

An updated Climate Lens approach, which directly integrates climate considerations, is starting with
the 5-year, $1.5-billion Green and Inclusive Community Buildings program. This program supports green
and accessible construction, retrofits, repairs, and upgrades of public community buildings that serve
high-need or underserved communities.

In 2022, the Commissioner of the Environment and Sustainable Development will present to Parliament
a performance audit that examines the evolution and application of Infrastructure Canada’s Climate Lens
approach.

Opportunities

The effective implementation of adaptation measures depends on
policies and cooperation at all levels of government and can be improved
through integrated responses that link mitigation and adaptation with
other societal objectives. For example, nature-based climate solutions
that sequester carbon or help prevent floods can simultaneously

assist in mitigation and adaptation and address the related crisis of
biodiversity loss.

Federal action. Through the Pan-Canadian Framework on Clean Growth
and Climate Change, the federal government committed to several
actions to build climate resilience across Canada. This included

+ translating scientific information and traditional knowledge into
action—for example, by providing authoritative climate information
and building regional adaptation capacity and expertise

+ investing in infrastructure and developing climate-resilient codes
and standards
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+ protecting and improving human health and well-being by
addressing climate-related health risks and supporting health in
Indigenous communities and in particularly vulnerable regions

+ reducing climate-related hazards and disaster risks by investing
in infrastructure that minimizes disaster risk, advancing
flood-protection efforts, improving management practices
in the forestry sector, and supporting adaptation efforts in
Indigenous communities

Through our audits, the Commissioner has recommended that the
government develop a federal adaptation action plan and common
guidance for assessing climate risks and build government-wide
awareness of climate change risks and opportunities to inform
adaptation planning. The 2020 A Healthy Environment and a Healthy
Economy plan commits Canada to developing its first national
adaptation strategy. This strategy would establish a shared vision

for climate resilience in Canada, identify key priorities for increased
collaboration, and establish a framework for measuring progress at the
national level.

Subnational actions. The need for adaptation will vary across

Canada'’s provinces and territories. Municipal governments,

Indigenous communities, businesses and industry groups, and local
non-government actors are closest to the problem and well positioned
to offer context-specific, adaptive solutions. The federal, provincial, and
territorial governments can draw on this local knowledge and provide
forums for planning and implementation to enable the sharing of
experience and expertise.

The 2018 collaborative summary report on climate change undertaken
by most auditor general offices across Canada found that among the
provinces and territories, only Nova Scotia had undertaken a detailed,
government-wide assessment of climate risks. In most other provinces
and territories, risk assessments had been completed for individual
communities, sectors, or government departments. Nova Scotia was
also the first province to require local climate action plans when it
mandated the creation of municipal climate change action plans by 2014.

Action is also occurring at the municipal level. For example, in 2012,
Vancouver adopted a Climate Change Adaptation Strategy to identify
and prioritize vulnerabilities and to guide the development of policies and
programs to build resilience. Indigenous communities in Canada are also
taking action to prepare for the effects of climate change. For example,
the Tsleil-Waututh Nation in British Columbia has initiated a Community
Climate Change Resilience Planning project, which includes a hazard and
vulnerability assessment and the development and implementation of

a 10-year climate action plan.
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Implementing adaptation measures early. Compared with the high
costs of cleaning up disasters after the fact, investing early in adaptation
measures avoids losses and generates significant economic, social,

and environmental benefits, such as through reducing risk, increasing
productivity, and driving innovation. A 2019 report found that a global
investment of $1.8 trillion in early warning systems, climate-resilient
infrastructure, improved dryland agriculture crop production methods,
global mangrove protection, and more resilient water resources from
2020 to 2030 could generate $7.1 trillion in total net benefits.

Considerations for parliamentarians

+ How will the federal government ensure that all sectors of society
are involved in developing and implementing adaptation strategies?

+ As the federal government dedicates resources to adaptation, how
can it ensure that the most pressing risks are prioritized?

+ How can the federal government catalyze nature-based solutions as
a route to adaptation?

+ How will the federal government ensure that funding is available for
adaptation projects and initiatives?

+ How can the federal government better integrate local and
community-level insights into federal adaptive planning and action?

Lesson 4: Canada risks falling behind other countries on investing
in a climate-resilient future

The challenge

The risks that climate change pose to the economy also have deep
effects on the financial system. For example, damage from flooding,
hurricanes, droughts, and wildfires raises costs for home and business
owners and consequently for insurance companies. In addition, chronic
effects, such as melting permafrost and rising sea levels, will have

- long-term economic effects. Costs also rise because of the need to
e Ao Ak ™ adapt to the physical effects of climate change and to shift to a
Shutterstock.com lower-carbon global economy. Financial decisions in Canada must take
climate change into account if risks to Canadians are to be mitigated.
However, we heard through our interviews with experts that Canada has
not been a key player in the international discussion on sustainable
finance. Canada risks being left behind while countries with very
different economies set the agenda.
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Mitigating risks to the financial system. Investors and authorities can
better mitigate the risks that climate change poses to financial systems
when they know what the exposures are and how these can be managed.
In 2015, the Financial Stability Board, an international body, established
the Task Force on Climate-related Financial Disclosures to develop
voluntary and consistent climate-related financial risk disclosures for
companies to use when providing information to investors, lenders,
insurers, and other stakeholders. The task force, which consists

of 32 members from across the G20, recommends that firms publish
climate-related financial information (Exhibit 5.13). However, this
practice is not universal. Few firms disclose the financial impact of
climate change on their assets, and there are inconsistencies in how
climate-related risks are reported across industries and regions.

Exhibit 5.13—Standards for climate-related financial disclosures are still emerging in Canada
and globally

A transition to a low-carbon economy will require significant investment to decarbonize certain industries
and develop others.

Climate change disclosures help investors make informed decisions to redirect their investment capacity
toward industries and market players that are aligned with the transition to a low-carbon economy. Such
disclosures provide information on the impact that climate change has on a project, a company, or an
investment fund’s returns, as well as the impact these entities have on the climate. These disclosures
describe and quantify how the entities identify, assess, measure, and manage climate-related risks

and opportunities.

Investors and other users of financial reports cite the inconsistencies in disclosure practices and
non-comparable reporting as major obstacles to incorporating climate-related risks and opportunities

as considerations in their investment, lending, and insurance-underwriting decisions. Evidence suggests
that the lack of consistent information also hinders investors and others from considering climate-related
issues in their asset valuation and allocation processes.

In 2015, the Financial Stability Board was asked by the G20 finance ministers and central bank governors
to look into how the financial sector could take climate matters into account. The board identified the
lack of available information as a key issue and created the Task Force on Climate-related Financial
Disclosures to address it. In 2017, the task force released its recommendations, which promote
transparency as a contributor to better climate risk management.

In its September 2020 consultation on sustainability reporting, the International Financial Reporting
Standards Foundation stated that “a process of ‘bottom up’ cooperation among regional initiatives or
existing standard-setters alone would not be sufficient to realise the goal of establishing even a basic set
of standards. To develop such standards, a global initiative would be needed, and it would be vital for that
global initiative to cooperate with regional initiatives to achieve global consistency and comparability.”

In 2021, the foundation proposed a new International Sustainability Standards Board, which will work on
developing a new set of sustainability standards that are based on existing frameworks, notably the task
force’'s recommendations.

Current securities legislation in Canada requires the disclosure of certain climate-related information
in an issuer’s regulatory filings only if such information is considered material, as with any other type
of risk. However, there is no standard framework to report such disclosures in a comparable and
transparent framework.

In 2022, the Commissioner of the Environment and Sustainable Development will present to Parliament a
study that examines climate-related financial disclosures.
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Opportunities

International climate finance. Developed countries continue to
consume a disproportionate share of the world’s natural resources.
Particularly with fossil fuels, this has contributed to the accumulation of
greenhouse gases in the atmosphere. While developed countries have
reaped economic rewards from this, developing countries—especially
those vulnerable to sea-level rise, desertification, and flooding—have
disproportionately felt many of the negative effects. Further, climate
change is expected to increase poverty because of its effects on
agriculture, water resources, and health. The developing world faces
many additional vulnerabilities relative to developed countries. For
example, they tend to be warmer than developed regions and suffer from
high rainfall variability. They also depend heavily on agriculture, the most
climate-sensitive of all economic sectors, and suffer from inadequate
health care and low-quality public services. Their low incomes combined
with these vulnerabilities make their adaptation to climate change
particularly difficult.

Adapting to the effects of climate change and enabling a global
transition to low-emission energy sources require developed countries
to provide more financial support to developing countries, particularly
vulnerable ones. The United Nations Framework Convention on Climate
Change, the Kyoto Protocol, and the Paris Agreement all call for such
financial assistance, recognizing differing capabilities in responding to
the climate challenge. Developed countries have committed to jointly
mobilizing USS100 billion per year by 2020 from a wide variety of
sources—public and private, bilateral and multilateral, and alternative
sources. Canada has committed to providing $2.65 billion over 5 years
(2016-21) in climate finance and has committed to increasing this figure
to $5.3 billion over the next 5-year period. However, the Organisation
for Economic Co-operation and Development reports that actual
financing has fallen short of the US$100 billion goal, having reached
US$79.6 billion in 2019.

In our review, we identified several opportunities in the field of
climate finance.

Disclosing climate-related risks. In the 2021 budget, the Government
of Canada announced that it would be making climate disclosures part
of regular disclosure practices for a broad spectrum of the Canadian
economy. This includes requiring Canada’s large Crown corporations
(those with over $1 billion in assets) to report on their climate-related
financial risks, starting in 2022. Smaller Crown corporations will

be expected to start reporting on their climate-related financial

risks in 2024. As well, under the new Canadian Net-Zero Emissions
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Accountability Act, the Minister of Finance will report annually on
government measures to manage climate-related financial risks and
opportunities.

In 2018, the European Commission released its action plan on financing
sustainable growth to establish a regulatory framework that supports
the goals of the Paris Agreement. This includes mandating climate risk
disclosures for investors and improving the methodologies and practices
of corporate risk disclosure.

Incorporating sustainable development into finance. Canada has
made progress on sustainable finance in recent years. In April 2018,
the Minister of Environment and Climate Change and the Minister of
Finance appointed an Expert Panel on Sustainable Finance. The panel
produced a report, Mobilizing Finance for Sustainable Growth, which
presented 15 recommendations, including

+ establishing a standing Canadian Sustainable Finance Action
Council, with a cross-departmental secretariat, to advise and
assist the federal government on implementing the panel’s
recommendations

+ embedding climate-related risk into the monitoring, regulation, and
supervision of Canada’s financial system

+ promoting sustainable investment as “business as usual” in
Canada’s asset management community

In 2019, the Bank of Canada joined the Network for Greening the
Financial System, a worldwide forum of central banks and financial
system supervisors that defines and promotes best practices in climate
risk management for the financial sector and conducts analytical work
on green finance.

Support for developing countries. In 2014, the Commissioner examined
international climate finance through Canada’s fast-track financing
initiative. Environment and Climate Change Canada (then named
Environment Canada) had developed an interactive website to provide
details on the projects funded by Canada'’s share of the initiative.
However, we found that the department could improve the consistency
and value of its public reports by including information about the status
of project spending and the flows of funds back to Canada. It could also
work with its federal and international partners to better predict and
assess results, including greenhouse gas emission reductions. This
collaboration and coordination are of continued importance, in view of
the global efforts to reduce emissions and adapt to a changing climate.
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Considerations for parliamentarians

+ How should the federal government incorporate climate disclosures
into the regular risk-disclosure practices of federal organizations
and Crown corporations?

+ How should the federal government mandate firms that are seeking
investment capital to disclose their climate risks?

+ How can the federal government better contribute to international
discussions on climate finance?

+ How can the federal government mandate investments that
are managed across its operations to decarbonize their
investment portfolios?

Lesson 5: Increasing public awareness of the climate challenge is
a key lever for progress

The challenge

Photo: HTWE/Shutterstock.com

Opportunities

Scientists and the Government of Canada recognize climate change as a
serious global threat. While Canadians’ awareness of the climate crisis
has increased in recent years, a 2020 poll showed that just three quarters
of Canadians agreed that human activities contribute to climate change.
It also showed that 60% agreed that the government would be failing all
citizens if it did not act to address climate change, which trails the global
average of 68%. As public support and collective action are important for
policy and behavioural change, insufficient public awareness of climate
change can hinder Canada’s progress on climate action.

In our review, we identified several opportunities to address the
challenges of climate awareness.

Sharing policy objectives. The United Nations Framework Convention
on Climate Change and the Paris Agreement call on governments to
educate, empower, and engage all stakeholders and major groups on
policies and actions related to climate change. An informed public is
better equipped to assess proposed government policies on climate
change and make decisions about the goods they consume. Building
awareness of some proposed policies, such as carbon pricing, can help
build support and dispel misinformation about costs to consumers.
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The government has taken some steps toward building public awareness
of climate change. For example, one of the objectives stated in the
national assessment, Canada in a Changing Climate: Advancing our
Knowledge for Action, issued by Natural Resources Canada in 2019, is

to “increase awareness of the relevance of climate change to Canadians
and the need for timely action.” Earlier this year, the government
announced an investment of $3 million to educate 300,000 children on
how they can help Canada meet its net-zero emission target by 2050.
However, building awareness and seeing the results of associated
behavioural shifts takes time.

Enhanced transparency. The government has an opportunity to build
awareness through increased transparency about its progress toward
meeting climate commitments and the policy measures it plans to

take. Transparency can help to hold the government to account and can
also help to build trust with citizens. The Commissioner has examined
transparency in many climate-related audits. For example, in 2009,

the Commissioner found a lack of transparency in climate change
modelling and reporting. In 2014, the Commissioner recommended

that climate change reports could be improved by describing key
assumptions, communicating uncertainty associated with estimates,
and describing emissions from Canada’s forests more consistently and
appropriately. Further, in 2019, the Commissioner found that statements
on progress against Canada’s greenhouse gas emission targets were not
fairly presented.

Climate change in public discourse. Concerted action taken by the
government to build awareness and counter misinformation will help
create a more informed public discourse. Building awareness of the
facts of climate change and the basis for climate policies helps to reduce
the amount of political polarization that can stem from the spread

of misinformation. It can also lay the groundwork for the individual
behavioural changes that Canadians can make to fight climate change.

Governments can benefit from a communications strategy that
incorporates clear objectives to ensure effectiveness and equity. The
strategy can involve partners and stakeholders to ensure coherency
while accommodating regional diversity. Governments can use social
media platforms in addition to traditional communication channels to
reach a broader audience of Canadians. Partnering with Indigenous
communities, trusted organizations, businesses, and community leaders
can help governments build awareness of the climate crisis and enhance
trust and credibility in the policy measures being implemented to combat
the climate crisis.
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Considerations for parliamentarians

+ How can the federal government strengthen Canadians’ awareness
of the climate crisis and the measures to address it?

« Where are the knowledge gaps and sources of misinformation on
the topic and how can they be addressed?

+ What are the best ways to relay climate-related messaging so that it
resonates with Canadians?

Lesson 6: Climate targets have not been backed by strong plans

or actions

The challenge
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Achieving the Paris Agreement goals to limit global temperature rise
requires an urgent, transformative response. While setting ambitious
emission reduction targets is necessary, countries must also ensure that
they are implementing policies and actions toward their goals.

Targets without follow-up. Since 1990, Canada has repeatedly made
domestic and international commitments to reduce greenhouse

gas emissions, to adapt to the effects of climate change, and to
support clean energy technology. However, as documented in the
Commissioner’s past climate reports, Canada has consistently failed to
meet its climate targets, including the specific emission targets set in
response to the Kyoto Protocol.

In 2017, the Commissioner noted that previous plans had failed to
produce concrete results and that the government had to start the

hard work of turning the Pan-Canadian Framework on Clean Growth

and Climate Change into tangible and measurable actions. Canada'’s
initial target under the Paris Agreement was to reduce greenhouse gas
emissions by 30% below 2005 levels by 2030, and under the Copenhagen
Accord, it committed to reducing emissions by 17% below its 2005 levels
by 2020. Despite these commitments, total national emissions have
declined by only 1.1% from 2005 to 2019. The timely implementation of
policies and actions outlined in the plans to meet targets has been sorely
lacking.
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Opportunities

In 2017, the Commissioner recommended that the government develop
an integrated approach to measure, monitor, and report publicly on

the federal, provincial, and territorial contributions toward meeting
Canada’s 2030 target for reducing greenhouse gas emissions. In 2021,
the Government of Canada announced its new target of a 40% to 45%
reduction below 2005 levels by 2030, accompanied by a new target

of net-zero emissions by 2050. These new targets signal heightened
ambitions, but the government also needs to ensure that the targets
are actually achieved through its plans and actions. New policy and
legislation present some opportunities to address the challenge.

Achieving the new targets. Taken together, full implementation of

the actions and measures outlined in the Pan-Canadian Framework

on Clean Growth and Climate Change, A Healthy Environment and a
Healthy Economy, and Budget 2021 are expected to yield reductions

of 36% below 2005 levels by 2030. While implementation of Canada'’s
current climate plans may fulfill Canada’s initial 2030 target of a 30%
reduction below 2005 levels, Canada now has a new, more ambitious
goal of 40% to 45%. Therefore, the government will have to revisit the
plans, policies, and actions needed to achieve the new targets. Looking
further ahead, Canada also needs to align its goal of having net-zero
emissions by 2050 with its new 2030 target and establish incremental,
5-year milestones leading up to 2050. Regardless of when Canada
makes a new plan to match its new targets, the emphasis this time
(unlike with its previous plans) should be on meeting the targets and not
just making plans. Sound plans are essential, but it is the outcome that
really matters. Some countries (for example, Costa Rica and Kenya) have
shown leadership in ensuring that their plans and related policies are
consistent with their Paris Agreement targets.

Recent legislative change. Canada’s new 2030 target provides a
window of opportunity for the government to better align its policies
and actions with its objectives. In 2021, Parliament passed the Canadian
Net-Zero Emissions Accountability Act, which enshrines in law Canada'’s
2050 target of net-zero emissions and requires a series of national
greenhouse gas emission targets at 5-year milestones starting in 2030.
The act also requires the Minister of Environment and Climate Change to
establish an emission reduction plan for 2030. Pursuant to the act, the
emission reduction plan for 2030 must include an interim greenhouse
gas emission objective for 2026. Each emission target under the act is
required to be more ambitious than the previous one. Additionally, the
Commissioner’s mandate has been expanded by the Canadian Net-Zero
Emissions Accountability Act. This act requires the Commissioner to
examine and report on the government’s implementation of measures
aimed at mitigating climate change. This reporting may include
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recommendations on improving the effectiveness of the implementation
of these measures.

Considerations for parliamentarians

+ How can the federal government tangibly demonstrate
accountability and transparency in its results?

+ How will Parliament ensure that the federal government is held to
account for action on climate change?

+ What steps will the federal government take to ensure that Canada'’s
climate plan, policies, and actions align with its new targets?

+ How can the federal government (advised by the Net-Zero Advisory
Body) advance the implementation of the Canadian Net-Zero
Emissions Accountability Act and its incremental 5-year milestones?

Lesson 7: Enhanced collaboration among all actors is needed to
find climate solutions

The challenge

Governments cannot meet climate objectives alone. Without broad,
collaborative action, Canada’s emission reduction goals are out of reach.
At the 21st Conference of the Parties in Paris in 2015, participants
agreed to mobilize action from non-government partners, including civil
society, the private sector, financial institutions, local communities, and
Indigenous peoples.
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Further, ensuring diverse interests and competing interests are
represented and reflected in climate solutions is crucial to ensuring a
robust, inclusive response to the climate crisis. Yet much of the potential
for collaboration between government and non-government partners
remains untapped.

Opportunities

We identified international and domestic examples of how to include
Indigenous communities and stakeholders to the table.

International examples. Globally, non-government actors are building
momentum for climate action, and governments are finding ways to
better cooperate with these actors. For example, the Climate and Clean
Air Coalition is a voluntary partnership of 73 state partners (including
Canada), 19 intergovernmental organizations, and 59 non-governmental
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organizations that aims to reduce powerful, short-lived climate
pollutants, such as methane.

Numerous actors in the private sector have been joining forces to lead
climate change action. For example, the We Mean Business Coalition
now includes more than 2,000 companies committed to climate action;
these companies represent $24.8 trillion in market capitalization
worldwide. Canada can look to these private sector leaders as examples
of how to leverage and strengthen collaboration.

Domestic examples. In addition to delivering emission reductions,
non-government actors can put policies into action and, in turn, spur
more climate ambition. Many Canadian actors—including Indigenous
communities, the private sector, and non-profit organizations—are
already demonstrating their leadership:

+ The First Nations Major Projects Coalition and the First Nations
Climate Initiative, which represent more than 70 First Nations across
Canada, aim to lead and own economic development projects that
contribute to national and global strategies to achieve net-zero
emissions by 2050 while supporting economic self-determination
for their communities.

* In July 2020, the International Institute for Sustainable Development
published 7 principles for enabling Canada to meet its commitment
to having net-zero emissions by 2050 while fostering economic
resilience and creating quality jobs. Several leading Canadian
environmental non-governmental organizations have signed on to
these principles.

« Canada’s new Climate Action and Awareness Fund, announced
in 2020, will invest $206 million over 5 years to support Canadian-led
projects that contribute to Canada’s emission reductions. The
fund is designed to support youth climate awareness and
community-based climate action and advance climate science
and technology.

+ Canadian companies are among the more than 160 private sector
partners that are advocating for broad adoption of carbon pricing
through the Carbon Pricing Leadership Coalition.

+ Canadian oil and gas companies are exploring new technologies,
such as the use of solvents in oil sands production, to reduce both
costs and emissions.

+ Fifteen Canadian universities have signed the Investing to Address
Climate Change charter, which commits them to incorporating
environmental, social, and governance factors into how they
manage their long-term investment portfolios, measuring the carbon
emissions of their investments regularly, and setting targets for
reducing their investment portfolios’ carbon emissions in order to
accelerate the transition to a low-carbon economy.
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Considerations for parliamentarians

+ What steps can the federal government take to better collaborate
with all sectors of society to meet Canada’s climate targets and
develop mitigation and adaptation strategies?

* How can Parliament facilitate more effective ways for
non-government actors to hold the federal government to account
for its climate objectives?

+ How can the federal government support industry, trade, and
professional associations to help them equip their members for the
effects, risks, and opportunities of climate change and the transition
to the low-carbon economy?

+ How can the federal government help sectors create transition plans
to accelerate the transition to a low-carbon economy?

Lesson 8: Climate change is an intergenerational crisis with a
rapidly closing window for action

The challenge

Photo: HQuality/
Shutterstock.com

Opportunities

Governments often struggle with long-term problems. Governments—
and those who wish to form a government—often plan around the next
election, rather than around longer-term challenges. Internal government
planning cycles also favour short-term thinking at the expense of long-
term planning. Past inaction on climate change has created the present
crisis. Meanwhile, continued inaction unfairly burdens future
generations, who will experience even greater effects from the
long-lasting greenhouse gases that have already been emitted.

We identified examples of how other countries are addressing the
intergenerational aspect of fighting climate change. Hungary and Wales
have instituted government bodies to protect future generations by
overcoming short-term political interests. Courts, particularly in the
countries of the European Union, notably in the Netherlands, France,
and Germany, have recently made landmark decisions that force
governments to take stronger climate action.
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The Parliament of Canada, through the Canadian Net-Zero Emissions
Accountability Act and the Greenhouse Gas Pollution Pricing Act, has
integrated climate action into legislation in recent years. However,
Parliament—as a custodian of our democratic institutions and of our
collective future—must intensify efforts in the fight against climate
change to make up for decades of missed opportunities and missteps.

Considerations for parliamentarians

Conclusion

Report 5

+ How can the federal government be held to account for solving
long-term issues such as climate change?

+ How can the federal government ensure that the interests of future
generations are included in present decisions?

+ How can the principle of intergenerational equity be incorporated
into institutional decision making?

+ How can the federal government better involve youth in
climate policy?

The need for action on climate change has never been more pressing.
Global momentum on climate change action is growing, and Canada has
set strong emission targets by committing to a reduction of 40% to 45%
below 2005 levels by 2030 and to reaching net-zero emissions by 2050.
However, as previous reports by the Commissioner of the Environment
and Sustainable Development and the Auditor General of Canada
demonstrate, Canada has consistently failed to meet its emission
reduction targets. Over the past 30 years, Canada has gone from being

a climate leader to falling behind other developed countries despite
recent efforts.

Canada can learn from 3 decades of results by

+ strengthening leadership and coordination at the national and
subnational levels

+ transitioning the economy and vulnerable communities away from
emission-intensive sectors

+ prioritizing adaptation to protect against the worst effects of
climate change

« prioritizing finance and investment to support climate objectives
both domestically and internationally

+ increasing climate awareness among Canadians to support the
policy choices needed to transition to a low-carbon future

Reports of the Commissioner of the Environment and
Sustainable Development to the Parliament of Canada—2021



+ backing climate targets with strong plans and effective
implementation

« inviting all players to the decision-making table, including Indigenous
communities, the financial sector, businesses, industry, professional
associations, academia, and non-governmental organizations

+ acting now to protect future generations against the worst effects of
climate change

With strong, concerted action from parliamentarians and Canadians,
Canada can move past its poor track record on climate change and meet
its international climate obligations. Building on momentum around the
globe and at home, including recent climate legislation, stronger plans,
and increased funding, Canada can achieve a cleaner, net-zero-emission
future for generations to come.

Report team
Principal: Kimberley Leach
Director: Elsa Da Costa

Vanessa Alboiu
Kate Kooka
Julia Sweatman
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Appendix—Reports of the Commissioner and
Auditor General on Canada'’s climate performance

The Commissioner of the Environment and Sustainable Development and the Auditor General of
Canada have been reporting to Parliament on Canada’s climate change performance since 1998.
However, mentions of climate change in audit reports started as early as 1985. Themes range

from mitigation and adaptation to governance and delve into topics such as reducing greenhouse
gas emissions, mitigating the effects of severe weather, phasing out fossil fuel subsidies, and
developing sustainable infrastructure and clean energy technologies. We have audited Environment
and Climate Change Canada and Natural Resources Canada most frequently on these topics, but
we have also included Agriculture and Agri-Food Canada, Transport Canada, Health Canada, and the
Department of Finance Canada, among others (Exhibit 5.14).

Exhibit 5.14—Summary of the Office of the Auditor General of Canada’s climate-related audits and
key findings

2021—Investing in Canada Plan (Auditor General's report)
+ The plan includes funding for mitigating climate change'’s effects on existing infrastructure.

« The federal government was unable to provide meaningful public reporting on the plan’s overall
progress toward its expected results.

2019—Review of the 2018 Progress Report on the Federal Sustainable Development Strategy
(Commissioner of the Environment and Sustainable Development’s report)

« The government'’s projected 2030 greenhouse gas emission values and documentation failed to
demonstrate that its existing and planned actions would enable Canada to meet the country’s
2030 target for emission reductions.

2019—Non-Tax Subsidies for Fossil Fuels and Tax Subsidies for Fossil Fuels (Commissioner’s reports)
+ The government did not have a complete inventory of potential fossil fuel subsidies.

+ The government did not conduct a rigorous assessment of its potential non-tax subsidies inventory to
determine whether they were actual subsidies.

+ Canada’s assessments to identify inefficient tax subsidies for fossil fuels were incomplete and did not
clearly define how a tax subsidy for fossil fuels would be inefficient.

2018—Perspectives on Climate Change Action in Canada—A Collaborative Report from Auditors General
(Commissioner’s report)

+ Canada was not on track to meet its 2020 target for reducing greenhouse gas emissions.

+ Meeting Canada’s 2030 target would require substantial effort and actions beyond those currently
planned or in place.

+ Most Canadian governments had not assessed and did not fully understand what risks they face and
what actions they should take to adapt to a changing climate.

2018—Climate Change in Nunavut (Auditor General'’s report)

+ The Government of Nunavut was not adequately prepared to respond to climate change. It lacked
implementation plans for its adaptation and emission strategies.

« The Government of Nunavut did not fully assess the risks of climate change to Nunavut.
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2017—Progress on Reducing Greenhouse Gases (Commissioner’s report)

+ Canada was not on track to meet its 2020 emission target and had shifted its focus to a 2030 emission
target.

2017—Adapting to the Impacts of Climate Change (Commissioner’s report)

+ No priorities were set and no adaptation action plans were instituted to advance the Federal Adaptation
Policy Framework across the federal government.

2017—Climate Change in Yukon (Auditor General’s report)

+ The Government of Yukon created a strategy, an action plan, and 2 progress reports to respond to
climate change. However, the commitments were weak and not prioritized.

« Deficiencies in reporting made it difficult to assess progress.
2017—Climate Change in the Northwest Territories (Auditor General’s report)

* The territory’s Department of Environment and Natural Resources did not identify climate change risks
and did not establish a territorial adaptation strategy.

+ The Government of Northwest Territories departments and communities pursued their own adaptation
efforts, resulting in a piecemeal and uncoordinated approach to adaptation.

2017—Fossil Fuel Subsidies (Auditor General’s report)

« The government did not define what the 2009 G20 commitment to phase out and rationalize inefficient
fossil fuel subsidies meant in the context of Canada'’s national circumstances.

2017—Funding Clean Energy Technologies (Commissioner’s report)

+ The government had rigorous and objective processes in place to assess, approve, and monitor
projects.

2016—Muitigating the Impacts of Severe Weather (Commissioner’s report)

2016—Federal Support for Sustainable Municipal Infrastructure (Commissioner’s report)

*+ The government could not adequately demonstrate that the Gas Tax Fund had resulted in reduced
greenhouse gas emissions.

2014—Mitigating Climate Change (Commissioner’s report)

+ Canada would not meet its 2020 emission reduction target.

+ The federal government had no plan for working toward the greater reductions required beyond 2020.

+ There was no coordination with provinces and territories to achieve the national target.
2012—Meeting Canada’s 2020 Climate Change Commitments (Commissioner’s report)

« Canada was not on track to meet its 2020 emission target under the Copenhagen Accord.
2011—Climate Change Plans under the Kyoto Protocol Implementation Act (Commissioner’s report)

+ Canada was not on track to meet its Kyoto Protocol greenhouse gas emission target.

+ The governance mechanisms for climate change were inadequate.

2010—Adapting to Climate Impacts (Commissioner’s report)

+ No concrete actions were taken to adapt to the effects of a changing climate.

+ The government had not done enough to help mitigate the anticipated effects of severe weather events.
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2009—Kyoto Protocol Implementation Act (Commissioner’s report)
* The climate change plans overstated the reductions that could be reasonably expected.
+ Climate plans lacked transparency.
* Reporting was deficient.

2006—Adapting to the Impacts of Climate Change (Commissioner’s report)

« The government had not put in place key measures to support climate adaptation and had no strategy
for federal adaptation efforts to indicate expected results and timelines and for which departments
would assume responsibilities.

« Federal progress in working with provinces and territories was limited.

2006—Managing the Federal Approach to Climate Change (Commissioner’s report)

+ Canada was not on track to meet its Kyoto Protocol greenhouse gas emission target.

+ Governance mechanisms for climate change were inadequate.

* Reporting was deficient.
2001—Climate Change and Energy Efficiency: A Progress Report (Commissioner’s report)

+ Despite some progress, the federal government had a great deal of work left to do to engage partners to
take action on climate change.

« Action Plan 2000 lacked specific performance expectations.

1998—Responding to Climate Change: Time to Rethink Canada’s Implementation Strategy
(Commissioner’s report)

+ Governance mechanisms for climate change were inadequate.

1997—Report of the Commissioner of the Environment and Sustainable Development to the House of
Commons (Commissioner’s report)

* This was the first of the Commissioner’s reports. Climate change is mentioned as a key issue of
concern to Canadians and as the subject of one of the first reports to be issued by the Commissioner.

Future work from the Commissioner of the Environment and Sustainable Development

The Commissioner’s mandate has been expanded by the Canadian Net-Zero Emissions
Accountability Act. This act requires the Commissioner to examine and report on the government’s
implementation of measures aimed at mitigating climate change. This reporting may include
recommendations on improving the effectiveness of the implementation of these measures. The
Commissioner welcomes the formalization of the requirement to report to Parliament on Canada’s
climate change performance given that the Office of the Auditor General of Canada has been
issuing reports on climate change regularly since 1998.

Given the magnitude of the climate crisis, the Office of the Auditor General of Canada will devote
significant resources to audits and studies related to climate change. For example, the release
of this report coincides with a performance audit of Canada’s Emissions Reductions Fund. And
in 2022, we look forward to sharing with Parliament and Canadians our upcoming audit work on
carbon pricing, just transition, hydrogen, greening government operations, and climate-resilient
infrastructure, as well as a study on climate-related financial disclosure.
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