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Good afternoon. I’m delighted to join Minister Guilbeault and our
respective officials to contribute to your study of our proposed oil
and gas emissions cap.

I too will begin by addressing a development that now animates
world energy markets and climate policy -- Russia’s assault on
Ukraine.

Canada has joined the democratic world in a forceful response.
One that includes sending arms to Ukraine. Punishing Russia with
sanctions. And opening our borders and hearts to Ukraine’s many
refugees.

We and our allies are also ramping up oil and gas production. This
will help Europe begin the process of ending its vulnerability and
will ease, somewhat, the upward pressure on world energy prices.
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We’ve also joined our European allies in recognizing that this crisis
signals the need to move ahead with, and even accelerate, our
climate plans. And to expand renewable energy sources and
especially hydrogen.

PAUSE

I want to reiterate what my colleague said. Reducing carbon
pollution isn’t just a critical necessity to save our planet. It will also
create good jobs and opportunities in every region of the country.

This principle – the need for a strong environment and economy –
has been the basis of our major climate initiatives since 2015. And
why, just last week, we unveiled our 2030 Emissions Reduction
Plan.

Mr. Chairman, my colleague has set the context for why it is in our
vital national interest to pursue this plan. I’d like to focus the rest of
my time on the process that will get us to a cap.

Our starting point is that we want to set a realistic upper limit. And
then gradually reduce it in a way that, in concert with other policies,
allows us to meet our 2030 and 2050 targets.

We must develop a cap policy that is ambitious – yet achievable.
That maintains domestic, continental and global energy security.
And promotes investment in emission-reducing technology.

To get us there, we have been engaging with key stakeholders.

We are working closely with provincial governments. Some already
have complementary measures in place. They include methane



3

regulations, carbon pricing, and incentives to increase the use of
clean fuels and clean technology.

Mr. Chair, these federal-provincial discussions have convinced me
there are potential synergies that could play a role in our cap roll-
out.

We’re also consulting with academics, NGOs, and groups like the
Net Zero Advisory Body. As well as the clean tech and petroleum
industries. Investor groups. Major investors. And sector
organizations that share our net-zero 2050 ambition, like the Oil
Sands Pathways Alliance.

Also at the forefront are Indigenous groups, who are so central to
our broader reconciliation efforts.

They represent communities heavily impacted by climate change.
But at the same time, many benefit from natural resource
development and are concerned about jobs.

I also want to acknowledge that some stakeholders have spoken to
us about their concerns. Wondering if policy stringency could harm
industry competitiveness.

And conversely, some worry about risks if we aren’t sufficiently
aggressive.

Officials in both of our departments are considering all these
contributions. The methane consultation paper is already out, and
oil and gas will follow with a public discussion paper later this
spring.
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Then comes a formal, 60-day consultation period. Drawing views
from all the groups I just mentioned.

In fact, any Canadians who want to offer written submissions can
do so.

The bottom line is that we’re committed to meaningful and detailed
engagement.

We anticipate concluding this formal process by the fall. And being
poised to make a decision on a recommended approach by late
2022 or early 2023.

Mr. Chair, we’ve been through so much in the past two years. A
global pandemic. An ongoing climate crisis. Now a brutal war. And
there are many other challenges ahead.

I look forward to reviewing the final report of this committee and

your recommendations, as it will play an important part in the

development of this important emissions reduction initiative. Thank-

you for inviting us to participate in this process.



Work Plan – Oil and Gas Emissions Cap

Context

At COP 26, the Prime Minister announced Canada’s intention to cap oil and gas sector

greenhouse gas emissions, to ensure the sector makes an ambitious and achievable

contribution toward Canada’s 2030 and 2050 emissions reduction goals.

To fulfil this commitment at a pace and scale required to achieve the shared goal of net zero by

2050, the Government will set five-year benchmark emission reduction targets that the oil and

gas sector must meet, starting in 2025.

Ministers have asked the Net-Zero Advisory Body for advice on guiding principles to inform the

development of five-year interval emissions targets for the oil and gas sector.

In addition, the views of stakeholders, including provinces and territories, Indigenous partners,

the oil and gas industry, and environmental non-government organizations will be essential to

put in place an effective regime meeting the commitments for the oil and gas sector established

by Canada at COP 26.

Natural Resources Canada is working with Environment and Climate Change to develop policy

options for consideration by Ministers in fall 2022. Key milestones are summarized below.

Key Milestones

A two-phase engagement approach is being implemented. Phase 1, taking place from

December 2021 to March 2022, is underway with informal ministerial and departmental

outreach and engagement. This phase is targeting key stakeholders – including the Net-Zero

Advisory Body, provinces and territories, oil and gas industry representatives, and Indigenous

groups – to seek views on the process for engagement, key principles and emissions reduction

opportunities, as well as policy and/or regulatory options.

Phase 1 engagement will also gather views on the scope of the emissions cap, including its

boundaries (i.e. “what’s in and what’s out”), and will include dialogue on impacts to the

economy, sector competitiveness and labour markets.



Phase 1 will conclude in March 2022, followed by the publication of a whole-of-government

discussion document (i.e. “Green Paper”) in mid-April, indicating that the Government is

moving to implement the commitment to cap emissions from the oil and gas sector. The

document will summarize key elements identified in Phase 1, with a formal comment period of

60 days from date of publication. The post-comment period will provide the department an

opportunity to discuss individual submissions with key parties.

Phase 2 discussions (April to June 2022) with key stakeholders will focus on specific approaches

to achieve 2025 and 2030 milestones and further discussion of feedback received during Phase

1. Phase 2 will include considerations on how related measures such as carbon pricing, the

Clean Fuel Regulation, the CCUS tax credit and methane regulations would work concurrently to

reduce net emissions from the oil and gas sector.

Phase 2 consultations will inform the development of a Memorandum to Cabinet in August-

September 2022, including the appropriate instruments to achieve the prescribed emissions

targets (i.e. regulatory measures, cap and trade, funding tied to objectives, etc.).

Following cabinet consideration of the MC and the selection of recommendations in early fall

2022, it is expected that the emissions cap will be implemented in winter 2023.
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3a. Questions on the Oil and Gas Emissions Cap

Why is the government capping oil and gas sector emissions?

Answer:

 The science is clear that greenhouse gas emissions must be reduced
significantly, and with urgency, to avert the most catastrophic impacts of
climate change over the coming decades while limiting warming to less than
1.5 degrees.

 This is why Canada is taking action across all sectors in order to meet its
commitment under the Paris Agreement to reduce national greenhouse gas
(GHG) emissions by 40% to 45% below 2005 levels, by 2030. Canada is also
committed to reaching net-zero emissions by 2050.

 The oil and gas sector is the largest source of emissions in Canada, producing
26% of national emissions in 2019. In order for Canada to meet its 2030
emissions reduction target, the oil and gas sector’s projected contribution is a
reduction in emissions of about 31% from 2005 levels, or 42% from 2019
levels.

What is the Government’s reaction to the NZAB recommendations on the oil
and gas cap? What are the next steps?

Answer:

 In November, [Minister Guilbeault; Minister Wilkinson] and I asked the Net
Zero Advisory Body to provide advice on guiding principles to inform the
development of the 2030 Emissions Reduction Plan as well as other federal
strategies and plans, like the commitment to cap and cut oil and gas sector
emissions.

 Our departments are currently taking into account the preliminary advice we
received from the NZAB on February 2, 2022.

 The NZAB will share final advice in the near future.
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 We will carefully consider the advice of the Net Zero Advisory Body as we
develop our approach.

If pressed on what the NZAB’s advice was…

 The NZAB was asked to provide advice on principles for setting oil and gas
emissions caps.

 The NZAB’s advice is broadly aligned with much of what we have heard so far
in early engagement with stakeholders.

 For example, it will be important to set emission reduction targets as far in
advance as possible so that industry has the time to plan and invest.

 It will also be important that targets are realistic and align with technology
development expectations. This will promote investment in emission reducing
technology in Canada.

Is an emissions cap an indirect effort by the federal government to reduce oil

and gas production?

Answer:

 To be clear, the purpose of an emissions cap is to reduce oil and gas sector

greenhouse gas emissions, not to cap or reduce oil and gas production in

Canada.

 Our objective is to provide ambitious yet achievable emission reduction

targets for the oil and gas sector to promote deployment of emissions

reducing technologies that will drive down emissions, and to build Canada’s

clean industrial advantage.

 Good paying, long lasting jobs depend on the speed and success of our

decarbonisation efforts. Taking climate action now is a critical economic
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opportunity that will maintain and create Canadian jobs, and make the

economy more resilient and more competitive.

How will industry growth be accommodated, which will be important for
emerging opportunities including hydrogen, LNG, ammonia and
petrochemicals?

Answer:

 Governments and industry can work together to make the sector
sustainable, support workers and cut emissions.

 Investments today in decarbonisation and diversification, during a period of
record profitability, will also better position the sector over the medium-
term, minimizing future climate-related financial risks for companies,
workers and Canadians.

Is the oil and gas sector target outlined in the Emissions Reduction Plan too
ambitious? If it costs too much, won’t it just scare investment away from
Canada?

Answer:

 The oil and gas sector is the largest source of emissions in Canada, producing
26% of national emissions in 2019. We recognize the commitment is
ambitious, and that we need to get the design right to avoid negative impacts
to investment in Canada.

 As we develop the approach to cap and cut oil and gas sector emissions, we
are considering ways that the design of the cap can support the transition to a
net-zero economy, provide investment certainty, and minimize carbon leakage
risks.

 The details of the plan to cap and cut oil and gas sector emissions require
consultation and engagement with provinces, territories, Indigenous peoples,
labour, industry, and civil society to make sure they are designed to be as
effective as possible.
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 Work has already begun. For example, the Oil Sands Pathways Alliance, which
represents 95% of Canada’s oil sands production, was formed with the
recognition that to stay competitive in a decarbonising economy the sector
had to drastically reduce it carbon footprint and achieve net zero emissions by
2050.

 The Government of Canada is committed to ensuring that Canada’s transition
to a low-carbon economy is achieved in a way that is fair and predictable for
businesses, and supports Canada’s international competitiveness.

What is the process and timeline for developing an approach to capping
emissions in the sector?  Will stakeholders be consulted?

Answer:

 Engagement with provinces, Indigenous groups, industry, academics and

stakeholders has already begun. We have also received preliminary advice

from the Net Zero Advisory Body. We are taking into consideration what we

have heard to guide the development and design of the emissions cap.

 Natural Resources Canada and Environment and Climate Change Canada are

working together to publish a discussion document to seek the views of

Canadians. Items raised in response to the document will serve as the basis for

future consultations. This document is planned for release this spring.

 We are committed to detailed, meaningful engagement. We anticipate

concluding the formal engagement process by the fall and being in a position

to make a decision on a recommended approach in late 2022 or early 2023.

What did you hear during early consultations?

Answer:

 Canadians, including the oil and gas and clean technology industries have

expressed a desire to work with the Government of Canada on

decarbonisation approaches and solutions for the oil and gas sector.
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 These groups have reaffirmed the need for flexible policy, and have

expressed support for maximizing the use of existing tools. In some cases,

stakeholders have flagged opportunities to develop new approaches and

noted the importance of ensuring that the sector continues to contribute to

clean tech development in the country. Interested parties have also raised

the importance of timing in the context of technology development and

ensuring adequate runway or lead time to implement the best of the best

clean technologies to help to meet the 1.5 degree scenario.

 We have also heard about potential risks, including risks to the

environment based on inaction and risks to industry competitiveness

related to policy stringency and policy design.

 National Indigenous Organizations have expressed interest both for strong

action to reduce emissions as well as efforts to protect jobs for Indigenous

communities who rely on the oil and gas sector.

Will the provinces be able to align their processes with a federally imposed cap
on oil and gas sector emissions?

Answer:

 A number of provincial measures that aim to reduce oil and gas sector
emissions are in place or are under development across Canada, including
methane regulations, carbon pricing, and measures to incentivise or require
the use of clean fuels and clean technology.

 The interactions with existing measures and potential for synergies will be
carefully considered in the design of the approach to cap and cut oil and
gas sector emissions.

 Coordination across jurisdictions is key to designing an effective approach

to cap and cut oil and gas sector emissions.
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 We will continue to engage with provincial and territorial partners –

including on the issue of alignment – moving forward.

How would an emissions cap affect our oil and gas exports and Canada-US
energy security?

Answer:

 To be clear, the purpose of an emissions cap is to reduce oil and gas sector

greenhouse gas emissions, not to cap exports or oil and gas production in

Canada.

 We need to be mindful that the design of the emissions cap does not
compromise our continental energy security. Recent conversations with US
Energy Secretary Granholm have further underlined this point. Canada
remains a reliable energy partner to the US, and our energy trade is of great
benefit to both countries.

 When designing the emissions cap, we also need to consider the risk of
“carbon leakage,” where oil and gas production is simply displaced from
Canada to other jurisdictions that may have far weaker or no climate policies.

 We will be considering competitiveness and energy security concerns in the

current global context.

How would an emissions cap affect global energy security, given the already

high oil and gas prices that have only become more volatile with Russia’s

invasion of Ukraine?

Answer:

 Canadian exports of oil and gas are important to energy security in North

America and globally. Domestic production and continental trade help reduce

reliance on imports from OPEC+ countries such as Russia.
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 Allies are seeking reliable energy supply to ensure energy security and support

the transition away from coal. This is particularly relevant given the impacts

we are seeing as a result of the invasion of Ukraine.

 The design details of the cap will consider how best to mitigate carbon leakage

risks to avoid exacerbating energy security concerns in the current global

context.

 90% of Canada’s oil and gas exports go into or through the US for processing,

with much of the Canadian production also consumed in the US.

 The US has already engaged with major net exporters including Canada,

Norway, Mexico, Saudi Arabia and the UEA to gauge ability to increase

production.

 In 2020, oil and gas made up 16% of our total exports, valued at $86 billion.

98% of these exports went to the US, where they help reduce reliance on

imports from OPEC+ countries.

 We will be considering these issues carefully over the coming months as we

develop our approach.
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The oil and gas sector already faces significant regulatory burden. In addition,
the Government is advancing other initiatives that affect the oil and gas sector,
including the output-based pricing system, methane regulations, clean fuel
regulations, and the clean electricity standard. How will the approach to the cap
recognize the interplay between these measures? How will the design of the
emissions cap avoid regulatory overlap?

Answer:

 When designing the oil and gas emissions cap, our government will consider

the effects on industry of the other measures we are implementing to reduce

emissions.

 Our government will work with stakeholders to ensure the design of the

emissions cap works together with other measures.

Given the strong cash flow reported by oil and gas companies over the past
year, will the government provide support [or subsidies] for oil and gas sector
investment in reducing emissions?

Answer:

 The objective of the cap is to reduce emissions in the oil and gas sector.

 To do this at a pace and scale required to achieve net zero emissions by 2050,
significant investment will need to be directed toward the large-scale
deployment of emissions mitigation technologies that will help the sector
achieve net-zero.

 We recognize the importance of being strategic when it comes to Government

spending so as to support building a future we want – a more globally

competitive, resilient and sustainable future where Canada achieves net-zero

emissions by 2050.

 While some direct government support will likely be needed such as the
investment CCUS investment tax credit, a key question we are considering is
how can the cap can be designed to promote private sector investment.
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What is the real potential for CCUS as a way to reduce emissions? Has the
Government done any work on the potential for CCUS to be part of the
solution?

Answer:

 Carbon Capture, Utilization, and Storage (CCUS) technologies hold significant
potential to help the oil and gas sector to meet net-zero targets.

 CCUS is one of many mitigation technologies identified by major oil sands
producers to realize net-zero by 2050.

 Large-scale CCUS deployment is dependent on having offsite infrastructure,
such as CO2 pipelines, and access to cost-effective sequestration sites.

 Provinces are leading the effort to develop offsite infrastructure, including CO2
pipelines (e.g. Alberta Carbon Trunk Line), and ensuring the availability of CO2
sequestration pore space.

 CCUS has the potential to achieve significant GHG emissions reductions from
energy intensive industries, such as oil and gas and heavy industry, and can
enable low-carbon pathways, like hydrogen, and deliver negative emissions to
support CO2 removal.

 However, CCUS will require significant up-front infrastructure investment, and
can only be accomplished by effective government-industry collaboration.

 In Budget 2021, the government implemented CCUS measures to help drive
the market for CCUS and ensure that Canada has the tools necessary to deliver
on its climate commitments.

 This includes $319M over seven years, starting in 2021-22, for Natural
Resources Canada to support research, development, and demonstrations to
improve the commercial viability of developing CCUS technologies.

 Budget 2021 also announced a commitment to create an Investment Tax
Credit to address the capital barriers to deploy commercially viable, large-scale
CCUS projects, with the goal of reducing emissions by at least 15 megatonnes
of CO2 annually by 2030. Further details will be provided in Budget 2022.
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 Furthermore, the government has also been engaging with key partners and
stakeholders to help shape a comprehensive CCUS Strategy for Canada.

What is the scope of application? Will the emissions cap apply to the refining

sector?

Answer:

 No design elements of the cap have been determined yet, including which

subsectors will be included within the scope of coverage. We will be consulting

with provinces, industry, Canadians and other stakeholders to determine how

best to proceed.

What are the most promising decarbonisation pathways for the oil sands?

Answer:

 Large-scale deployment of multiple technologies are required for oil sands
producers to reduce GHG emissions.

 Some key mitigation pathways to help the oil sands contribute to Canada’s
2030 and 2050 targets include steam displacement (which includes solvent
injections), CCUS, co-generation, small modular reactors, fuel switching and
energy efficiency applications.

 These decarbonisation pathways will need to be fully deployed to realize
sufficient levels of decarbonisation needed to meet the net-zero by 2050
objective.
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3b. Other Questions on Oil and Gas

How do emissions from Canada’s oil and gas sector compare against
international competitors?

Answer:

 While emissions from Canada’s oil and gas sector have decreased by 30% per
barrel in the last three decades, there is still work to do.

 Independent research suggests that most oil sands crude is associated with
31% per cent more emissions than the average North American crude (which is
a much lighter grade and does not provide the same range of value-added by-
products), from the point of extraction through its lifecycle to the point of end
use.

 However, on an apples to apples basis, the emissions intensity of Canada’s
heavy oil production is comparable to or better than heavy oil production in
other jurisdictions that produce heavy oil, such as Mexico, Venezuela, and
California. The emissions intensity of heavy oil production depends mainly on
the technology used to extract and process it. For example, the emission
intensity of oil sands production that uses paraffinic froth treatment is among
the lowest of heavy oils and falls within the average global intensity of all oil
production.

 Canada’s oil and gas sector recognizes the importance of addressing climate
risk and adapting to the increasing weight given to Environmental, Social, and
Governance performance by investors, in order to ensure competitiveness and
attract capital.
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How does Canada’s Environment, Social and Governance (ESG) performance
fare against its competitors?

Answer:

 Canada’s oil and gas industry is a global leader in voluntarily reporting its
emissions performance, and is setting the standard for other countries to
follow.

 For example, many oil and gas producers in Canada produce annual
sustainability reports that track their progress towards Environment, Social
and Governance goals, such as environmental performance and relationships
with Indigenous communities.

 That performance is being increasingly recognized by third parties. A 2020
report from BMO concluded that Canada’s oil sands producers continue to
demonstrate industry leadership compared other major oil producing regions
when considering a wide spectrum of ESG factors. Other studies by Yale and
the World Bank have supported these findings.

 Canadian producers are positioning the sector as the responsible energy
supplier of choice on a global scale. This past January, during the launch of the
International Energy Agency’s Canada 2022 report, their Executive Director
stated that he would prefer the supply comes from “good partners” like
Canada.

 The Canadian energy sector has and is continuing to invest in low-carbon
energy and clean technology.

 The government will continue to encourage investments in Canada, and work
with provinces and territories, as well as industry, to make Canada the most
competitive jurisdiction in the world for clean energy and clean technology
companies, and create well-paying jobs for Canadians.
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How will Canada’s oil and gas industry be positioned in the event the US and EU
implement a border carbon adjustment?

Answer:

 Border carbon adjustments, or BCAs, are policies that complement domestic

carbon pricing by levelling the playing field between domestic and

international producers. BCAs account for differing carbon costs on imports

from countries with lower climate ambition, so that their products face the

same costs as those supplied by domestic producers.

 By doing so, they would reduce the risk of “carbon leakage”, maintain the

competitiveness of domestic producers, and support greater climate

ambition.

 The European Commission proposed a draft Carbon Border Adjustment

Mechanism in July 2021 that continues to be studied there. The proposal for

CBAM is scheduled to take effect in 2023 as a reporting requirement for the

first three years; CBAM certificates would be required as of 2026. The oil and

gas sector is not currently included in the measure.

 Policy discussions in the U.S. are at an early stage and the Government is

closely watching U.S. developments on this file.

 The Government is exploring the potential of border carbon adjustments for

Canada. No decision has yet been made as to whether BCAs are appropriate in

the Canadian context.

 The Government has been engaging stakeholders on BCAs to seek input and

understand different perspectives on the issue. Internal analysis is ongoing on

the potential for a Canadian BCA.

 Canada also continues to work with international partners, including the U.S.,

to consider how potential BCAs could potentially fit into a broader strategy to

meet climate targets while avoiding carbon leakage, fostering green

innovation and promoting global ambition on climate action.
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 The Leaders Roadmap for a Renewed Canada-U.S. Partnership commits both

countries to work together to address impacts on trade from global disparities

in climate policies. Canada remains in close contact with the U.S to advance

this commitment.

How will your government ensure a “just transition” for Canada’s oil and gas
sector workers? What is the Government’s reaction to TD Economics’ study on
the potential job losses associated with decarbonising the oil and gas sector?

Answer:

 Canada has the talented contractors, workers, construction crews and labour
needed to build and maintain energy systems of all types.

 Canada is working with provinces and businesses to get the transition right –
so that we achieve our pollution goals and ensure economic competitiveness,
prosperity and good jobs for Canadians.

 Government is advancing legislation and comprehensive action to achieve a
Just Transition. This work is being guided by ongoing consultations with
workers, unions, Indigenous partners, employers, and provinces and territories
to support the future of workers and their communities in the transition to a
low carbon economy.

 Combatting climate change requires skilled workers. We believe those who
helped build our oil and gas sector are the same who will work towards
lowering emissions.  This is why Canada’s petroleum sector has invested an
average $1B a year in Research and Development (R&D), representing 64% of
all energy R&D.

 By creating prosperity today, Canada can invest in the clean jobs, technologies,
and infrastructure of the future — and help Canadians benefit from
opportunities presented by a rapidly changing economy.
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Is the Government going to fix the lengthy regulatory process so that the oil and

gas sector is able to invest in emissions reduction technology – and the

supporting infrastructure – to start realizing the emissions reductions before

2030?

Answer:

 The government recognizes that reducing our emissions will require significant
infrastructure investment, combined with the application of technologies that
have yet to be or are still in their early stages of development. Such
transformational changes within the oil and gas sector will require time to
consult with stakeholders and receive the necessary approvals from
regulators.

 In order to promote climate goals, the government is committed to working
closely with stakeholders, including oil and gas producers regarding issues such
as infrastructure investment and technological progress.

 The government put in place new rules for major project reviews in 2019 (Bill
C-69) to protect our environment, communities, and waterways, restore public
trust and respect Indigenous rights, and strengthen the economy and
encourage investment.

 The new regulatory review system brought in through Bill C-69 recognizes and
respects Indigenous rights, cultures and interests in project reviews, and
promotes working in partnership with Indigenous peoples from the start. With
this process, the government is advancing Canada’s commitment to
reconciliation, and engaging directly with Indigenous peoples on any major
infrastructure project reviews.
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How should we balance the need for government support to transition the oil
and gas sector to net zero with commitments to phase out inefficient fossil fuel
subsidies?

Answer:

 We remain committed to end new direct public support for fossil fuel
production and focussing attention on real, measurable decreases in pollution.

 This will help support the transition to a prosperous net-zero emissions
economy and allow Canada to continue to work with its domestic and
international partners to address climate change, while ensuring sustainable,
resilient and inclusive global economic development.

 We have already taken action to phase out eight tax measures supporting the
fossil fuel sector.

 Canada can lead in the low-carbon investment, innovation and brain power
behind ambitious climate action. That means quickly winding down new public
international investments in unabated fossil fuels and powering up the shift to
clean sources of energy.

 The oil and gas sector is one of Canada’s largest investors in clean energy
technology and innovation. Indeed, many Canadian oil and gas companies –
including five of Canada’s largest oil sands producers – have already
committed to achieving net-zero by 2050.

What is the government doing to ensure that Line 5 does not shut down?

Answer:

 Formal negotiations are underway and we will work constructively with the
United States in these formal negotiations to bring Enbridge and the state of
Michigan to a resolution where Line 5 remains open and operating safely, and
placed in a tunnel at the Straits of Mackinac as soon as possible—making a
safe pipeline even safer.

 While a Line 5 shutdown would affect supply, it would not reduce demand for
oil and gas or offer climate benefits. As long as hydrocarbons continue to play
a role in our society, these products will find their way to market – if not by
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pipeline, then by other modes, such as rail, with higher emissions and costs
and without increasing safety.

Based on this government’s response to the US administration revoking the
Keystone XL license, do you still support market access for Canadian oil and gas?

Answer:

 Access to a secure, reliable source of energy is an important goal for any
country. Canada is well-positioned to fill that role for the U.S.

 We are the largest and most secure foreign source of crude oil, natural gas,
hydroelectricity, and uranium for the United States. Canadian oil exports to
the United States are currently close to the record highs achieved before the
pandemic.

 Over 70 pipelines and almost three dozen transmissions lines already cross the
Canada-U.S. border, connecting our energy sectors like no two other countries.

 While we were disappointed with the Keystone XL decision by the U.S.
administration, it will not derail this growing integration of North America’s
energy sectors and the transition toward clean energy.

 The integration of energy sources benefits both countries by strengthening our
mutual energy security, lowering energy and capital costs, and enhancing
reliability of supply.

 While no major projects are being planned that would replace KXL, other
projects that are in service or under way will increase Canada’s market access.

 For example, the Enbridge Line 3 replacement came into service last fall and
the Trans Mountain Expansion is being constructed in British Columbia and
Alberta.

 Projects like these, and the $40 billion LNG Canada project in B.C., are creating
thousands of jobs and will increase our market access when they come into
service.
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What is the government’s current position on oil sands development and
fracking?

Answer:

 Canada works with the provinces and territories to provide scientific based
policy advice to support safe and environmentally responsible resource
development.

 The government supports the use of evidence to inform those engaged in
responsible natural resource development, including for hydraulic fracturing
and oil sands development. Support for sustainable resource development
includes direct research, or funding of research, that improves on-site safety
and mitigates the environmental impacts of shale oil and gas development. For
example, as part of its effort to better understand the impacts of hydraulic
fracturing, Natural Resources Canada has established specific research projects
to address critical knowledge gaps on issues related to public safety and the
environment.

 To address emissions in the oil and gas sector, the government has committed
to cap emissions at current levels to ensure the oil and gas sector reduces its
emissions at a pace and scale needed to align with the achievement of net-
zero emissions by 2050, with five-year targets to stay on track. The
government is currently consulting with provinces, industry, Indigenous groups
and ENGOs on how best cap emissions in the oil and gas sector.

Given the situation in Europe, and Canada’s current position as a net energy
exporter, why isn’t Canada taking steps, either unilaterally or by working with
the US, to become the energy provider of choice?

Answer:

 Canada has positioned itself as a reliable and responsible provider of energy.
As a rules-based producer with high climate ambition, Canada is uniquely
positioned to provide world energy markets with products that will not only
contribute to energy security, but also help economies to decarbonise.

 In response to the ongoing Ukraine crisis and calls from the U.S. and the IEA,
Canada is also working with provinces and industry to increase energy
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production to stabilize world energy markets and helping allies to diversify
their energy mixes.

 We are also in constant contact with our partners in the U.S. to dynamically
address energy security and infrastructure questions.

3c. Questions on LNG

Will LNG export projects result in incremental emissions? How will they fit
within current and future emissions reduction efforts? How can we justify
supporting LNG when the IEA Net Zero scenario is saying we need to end new
fossil fuel production?

Can Canada export LNG to Europe to help with European energy security and
counter Russia’s influence?

Answer:

 Everybody understands that the world is and must turn toward a low
carbon future including more renewable energy as well as hydrogen. Doing
so can reduce the impact of global crises on energy prices.

 We are in this transitional period where we need to address the immediate
energy security crisis that has arisen because of Russia’s actions in the Ukraine.

 Options for LNG need to be looked at and how they could contribute in a

manner that is low emission, displaces high-emitting fuels, and will support

a transition to even lower emission energy.

Why advance LNG if Canada is investing in advancing hydrogen development?

Answer:

 Low carbon fuels such as hydrogen are expected to take time to bring to

market at substantial levels. For instance, Japan’s hydrogen strategy aims for

hydrogen to compete with LNG on a cost basis by 2050.

 Natural gas can also be used to make hydrogen, and LNG has the potential to

be a key feedstock to support global production.
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The 2030 Emissions Reduction Plan:

Canada’s Next Steps for Clean Air and a Strong Economy

KEY MESSAGES

ISSUE/QUESTION: On March 29, 2022, pursuant to the Canadian Net-Zero Emissions Accountability

Act, the Government of Canada published the Emissions Reduction Plan to achieve its 2030 target of

40-45% below 2005 levels.

KEY MESSAGES

 The 2030 Emissions Reduction Plan is the Government of Canada’s next major step in taking

action to address climate change and create good, sustainable jobs in Canada.

 This plan is all about healthier communities, reliable and affordable energy, good jobs, clean air

and a strong economy.

 An important early deliverable under the Canadian Net-Zero Emissions Accountability Act, the

plan is a roadmap that goes sector by sector with the measures needed for Canada to reach its

ambitious and achievable emissions reduction targets of 40-45% below 2005 levels by 2030,

and net-zero emissions by 2050, in a fair and affordable way.

 The scientific and economic imperative to reduce emissions is clear. As countries and

businesses around the world race to transform their operations to net-zero emissions, it is

critical that Canada be a leader, not be left behind.

 To create good jobs, grow a strong economy, and build a brighter, healthier future for everyone,

enhanced climate action in our country is needed today.

 Over the past two years, we have had to endure the stress of various crises including the

pandemic and, now, international conflict. Climate change is the crisis that persists, and we

must manage all these issues, while doubling down on our fight against climate change.

 From transportation to the oil and gas sector to heavy industry, agriculture, buildings and waste,

every sector in all regions has a role to play in meeting Canada’s 2030 climate target.

 This plan includes $9.1 billion in new investments and a suite of new measures to help mobilize

Canada toward a truly sustainable economy and a leading competitor in the global transition to

cleaner industries and technologies.

 For example, the plan makes it easier for Canadians to switch to electric vehicles by committing

$1.7 billion to expand the iZEV purchase incentive program for light-duty vehicles and make

ZEVs more affordable;

 It helps reduce to energy costs for our homes and buildings with a commitment of $150 million

for a new Canada Green Buildings Strategy and over $450 million to expand the popular

Canada Greener Homes Grants program.
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 Canada is uniquely positioned to be a global leader in this century of climate mitigation and

adaptation, thanks to our abundance of natural resources, a highly-skilled workforce, and a

strong financial system.

 Canada is delivering investments to enable industries to be environmentally responsible and

competitive, while ensuring that the costs of fighting climate change does not fall on the

shoulders of everyday Canadians.

 This plan builds on the strong foundation set by the Pan-Canadian Framework on Clean Growth

and Climate Change and the strengthened climate plan. Since 2015, the Government has

delivered $100 billion in investments for climate action.

 These efforts are working. Thanks to the actions of millions of Canadians, we have been able to

halt our once upwards trending emissions curve and bend it downward. This roadmap will build

on this progress and chart the course to lowering emissions by 40% below 2005 levels.

 The 2030 Emissions Reduction Plan is an evergreen plan that will evolve as Canada moves

toward its 2030 and 2050 targets. The Canadian Net-Zero Accountability Act ensures that the

Government will continue to be transparent and accountable to Canadians as it implements the

plan. In accordance with the legislation, there will be three progress reports in 2023, 2025, and

2027. These plans will provide more details on the measures and strategies that are still under

development.

SUPPLEMENTAL MESSAGES – GREEN BUILDINGS STRATEGY

 Supporting communities to upgrade homes and buildings, including affordable housing, is key to

reaching Canada’s climate goals.

 The Government of Canada will invest $150 million to develop a national net zero by 2050

buildings strategy, the Canada Green Buildings Strategy. Working with partners, the strategy will

build off existing initiatives and set out new policy, programs, incentives and standards needed

to drive a massive retrofit of the existing building stock, and construction to the highest zero

carbon standards.

 The Government will provide $458.5 million in contribution and loan funding to support the low-

income stream of the Greener Homes Loan Program, which will support increased energy

savings.

 The Government will provide $200 million to support retrofits of large buildings through a retrofit

accelerator initiative, which will provide help to address barriers to deep retrofits (such as audits

or project management).

The Government will also provide $183 million to support a decarbonized and climate resilient

construction sector through the development of standards and building codes, the establishment

of a Centre of Excellence, research and development activities -- including a concrete and

cement R&D initiative, timber construction R&D initiative, and multi-sector collaboration

challenges -- and a procurement challenge.

SUPPLEMENTAL MESSAGES – ELECTRICITY AND RENEWABLE ENERGY
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 The Emissions Reduction Plan sets out continued and enhanced support for the deployment of

commercially ready renewable energy technologies to support grid decarbonization in the near

term.

 Looking out to 2050, investments in emerging technologies such as geothermal and tidal power,

small modular reactors (SMRs), carbon capture, utilization and storage (CCUS), and electricity

storage will allow Canada to be a world leader in these new technologies.

 To support the development and deployment of these technologies, the Government will make

additional investments, including $250 million to support predevelopment work of large clean

electricity projects – in collaboration with provinces and territories – through the Electricity

Predevelopment Program.

 The Government will support de-risking and accelerating the development of transformational,

nation-building inter-provincial transmission lines that connect supplies of clean power to

locations that currently rely heavily on fossil fuels for power generation.

 This includes an investment of $600 million in the Smart Renewables and Electrification

Pathways Program to support additional renewable electricity and grid modernization projects.

 The Government will also establish Regional Strategic Initiatives to work with provinces,

territories and relevant stakeholders to develop regional net-zero energy plans.

SUPPLEMENTAL MESSAGES – OIL AND GAS

 The oil and gas sector is Canada’s largest source of greenhouse gas emissions. In 2019, it

accounted for 26% of national emissions.

 We won’t be able to reach our target without significant contributions from our highest emitting

sector. That means capping pollution from Canada’s oil and gas sector at current levels, then

reducing emissions over time.

 Competing in a carbon-constrained future means not only diversifying our energy mix but

offering lower carbon oil and gas to the world.

 The Emissions Reduction Plan presents modelling of the most economically efficient pathway to

meeting Canada’s 2030 target. This modelling projects that emissions from the oil and gas

sector could decline by about 31% from 2005 levels to reach 110 Mt in 2030. This is a guidepost

for action, and will guide the Government of Canada’s work with industry, stakeholders,

provinces and territories, Indigenous peoples and others to develop the cap on oil and gas

sector emissions.

 Following consultations, the cap will be designed to lower emissions at a pace and scale

needed to achieve net-zero by 2050, reduce oil and gas methane by at least 75 percent by

2030, support clean technologies to further decarbonize the sector, and work to create

sustainable jobs.

 Canada is positioning our industries to be green and competitive by helping industries to adopt

clean technology in their journey to net-zero emissions. This includes increasing the stringency

of the Clean Fuel Standard and creating greater incentives for clean technologies and fuels.
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SUPPLEMENTAL MESSAGES – ZERO EMISSION VEHICLES

 With this plan, we’re making it easier for Canadians to switch to electric vehicles through

investments in zero-emission vehicles (ZEV) charging infrastructure and incentives. This is good

for Canadian households, it is good for businesses, good for workers and good for Canadian

supply chains. These investments include:

o $1.7 billion to extend the Incentives for Zero-Emission Vehicles Program (iZEV) for light-

duty vehicles for three years. This program provides rebates for puchases of ZEVs to

encourage their acquisition and use. Budget 2022 will provide additional detail on the

program’s design.

o $400 million in additional funding for ZEV charging stations, in support of the

Government’s objective of adding 50,000 ZEV chargers to Canada’s network.

o $547.5 million for a purchase incentive program for medium- and heavy-duty vehicles

(MHDVs), with a purchase eligibility date to be announced in Budget 2022.

 The Government will develop a light duty vehicle (LDV) ZEV sales mandate, which will set

annually increasing requirements towards achieving 100% LDV ZEV sales by 2035, including

mandatory interim targets of at least 20% of all new LDVs offered for sale by 2026 and at least

60% by 2030.

 The Government will launch an integrated strategy to reduce emissions from medium-and

heavy-duty vehicles – such as trucks and buses – with the aim of reaching 35% of total MHDV

sales being ZEVs by 2030.  In addition, the Government will develop a MHDV ZEV regulation to

require 100% MHDV sales to be ZEVs by 2040 for a subset of vehicle types based on

feasibility, with interim 2030 regulated sales requirements that would vary for different vehicle

categories based on feasibility, and explore interim targets for the mid-2020s.

 The Government will also support municipal transit agencies and school boards in transitioning

their bus fleets to zero-emission technology by supporting the planning, purchase and

deployment of at least 5,000 zero-emission buses, and the associated infrastructure.

 From critical minerals to vehicle parts and assembly, we are supporting the supply chain for

zero emission vehicles so that it can keep up with soaring global demand.

 With the transportation sector responsible for a quarter of emissions in Canada, helping

Canadians switch on to electric vehicles, would be one of the most impactful things we can do in

our climate efforts.

SUPPLEMENTAL MESSAGES – AGRICULTURE AND RURAL COMMUNITIES

 The Government of Canada will provide additional funding to top up the current successful

applicants of the Agricultural Climate Solutions: On-Farm Climate Action Fund, broaden support

to additional key climate mitigation practices, extend the program past its current sunset of

2023/24, and support adoption of practices that contribute to the fertilizer emissions target and

Global Methane Pledge.
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 The Government will also:

o Invest $150 million for a resilient agricultural landscapes program to support carbon

sequestration, adaptation and address other environmental co-benefits

o Provide $330 million to triple funding for the Agricultural Clean Technology program by

broadening and expanding the scope of the program

o Invest $100 million in transformative science for a sustainable sector in an uncertain

climate and net-zero economy for 2050. This funding will support fundamental and

applied research supporting a path to net zero emissions, knowledge transfer, and

developing metrics.

 In those provinces where the federal price on carbon pollution applies, families in rural and

remote communities get a 10 percent top-up on the Climate Action Incentive payments they

receive. Most households receive more money back than they pay as a result of the federal

pollution pricing system.

 The Government of Canada is committed to supporting farmers and those who live in rural

communities while maintaining the primary purpose of a price on pollution, which is to

incentivize individuals and businesses to reduce emissions and find clean solutions.

 The proceeds of the federal price on carbon pollution returned to farmers in provices where the

federal fuel charge applies will increase from $100 million in 2021-22 to $122 million in 2022-23.

BACKGROUND

 Climate change is one of the most important and urgent issues of our time. The effects of

climate change are being felt by Canadians in all parts of the country, from wildfires, to floods, to

extreme heat and more.  As environmental and economic impacts intensify, society’s

responsibility to take climate action has never been clearer.

 Given the urgency to act, the Government of Canada committed last year to reducing Canada’s

greenhouse gas emissions by 40-45% from 2005 levels by 2030, and putting Canada on a path

to reach net-zero emissions by 2050. This aligns with what scientists from around the world say

we need to do to limit global warming.

 The 2030 Emissions Reduction Plan builds on significant progress Canada has already made to

address climate change, including the actions outlined in the Pan-Canadian Framework on

Clean Growth and Climate Change in 2016, and Canada’s strengthened climate plan “A Healthy

Environment and a Healthy Economy”, released in 2020.

 Provinces and territories, Indigenous Peoples, the Net-Zero Advisory Body, Canadians, and key

stakeholders were all engaged when establishing this 2030 Emissions Reduction Plan. With

30,000 submissions received, it’s clear that fighting climate change is a priority for Canadians.

 The important insights provided by these groups are reflected throughout the plan. The

Government will continue to explore new and innovative ways to engage partners and

stakeholders on future emissions reduction plans.



INEFFICIENT FOSSIL FUEL SUBSIDIES (ECCC NOTE)

 Inefficient fossil fuel subsidies slow down our

transition to a net-zero carbon economy.

 Along with our G20 partners, we have committed to

phase out inefficient fossil fuel subsidies. We have

now accelerated the deadline for this important work

from 2025 to 2023.

 We have already phased out or rationalized eight tax

preferences and we are continuing to review

measures in our tax system. We have also committed

to eliminating flow through shares for oil, gas and coal

projects. Work is continuing on reviewing additional

tax and non-tax measures.

 Canada has committed to undertaking a peer review

through the G20 process. The peer review process

will increase transparency on Canada’s actions to

fulfill the G20 commitment to climate action.



BACKGROUND

 In 2009, G20 Leaders made a commitment to “rationalize and phase out over the medium
term inefficient fossil fuel subsidies that encourage wasteful consumption”, while noting that
“inefficient fossil fuel subsidies encourage wasteful consumption, reduce our energy
security, impede investment in clean energy sources and undermine efforts to deal with the
threat of climate change.” At the North American Leaders’ Summit in June 2016, Canada,
the United States and Mexico committed to phasing out inefficient fossil fuel subsidies by
2025 and called on other members of the G20 to do the same. Most recently, in June 2021,
G7 Leaders reaffirmed their commitment to phase out inefficient fossil fuel subsidies by
2025, and called on all countries to join them.

 The Minister of Environment and Climate Change Canada’s December 2021 mandate letter
accelerated the timeline to complete this work to 2023,and stated: “Work with the Deputy
Prime Minister and Minister of Finance, and with the support of the Minister of Natural
Resources, to accelerate our G20 commitment to eliminate fossil fuel subsidies from 2025 to
2023, and develop a plan to phase out public financing of the fossil fuel sector, including by
federal Crown corporations”.

 As with other G20 commitments, this commitment applies only at the federal level.

 In 2015, the Minister of Finance and the Minister of Environment and Climate Change were
tasked with fulfilling Canada’s G20 commitment. Finance Canada is leading the work with
respect to tax measures; Environment and Climate Change Canada (ECCC) is coordinating
a review of federal non-tax measures.

 In June 2018, it was announced that Canada and Argentina would be partnering to perform
peer reviews to ensure both countries are on track to phase out inefficient fossil fuel
subsidies. The peer review requires Canada to produce a self-review report, which will be
reviewed by an international review panel. Finance Canada is leading the peer review
process. As is convention under the G20 peer review process, Canada’s self-review report,
as well as a report from the international review panel, will be made public once the peer
review process is complete.

 In April 2019, the Commissioner of the Environment and Sustainable Development (CESD)
published her performance audit of the work on the review of federal non-tax measures
conducted by ECCC. In March 2019, the Minister of Environment and Climate Change
launched a public consultation on the Government’s draft framework to review non-tax
measures. The consultation invited comments from all Canadians with an interest in
Canada’s climate change commitments and policies. At the same time, targeted
consultations with key stakeholders were undertaken. The results of the public and targeted
consultation will inform Canada’s self-review report as a part of the peer review with
Argentina, which will be made public.

DEFINING INEFFICIENT FOSSIL FUEL SUBSIDIES

 The G20 commitment did not include a definition of what constitutes “fossil fuel subsidies”
nor what is considered “inefficient”. Instead, these terms were left for countries to define
based on their national circumstances.



 While there is no commonly held definition of a fossil fuel subsidy, there has been a general
understanding that fossil fuel subsidies are government financial contributions or a form of
income or price support that confers a benefit to the fossil fuel sector. This is based largely
on the WTO definition of a subsidy.

 The term “inefficient” was also not defined in the G20 commitment. However, the G20
commitment did specify that inefficient fossil fuel subsidies “encourage wasteful
consumption, reduce …energy security, impede investment in clean energy sources and
undermine efforts to deal with the threat of climate change.” The commitment further states
that inefficient fossil fuel subsidy reform “will not apply to support for clean energy,
renewables, and technologies that dramatically reduce greenhouse gas emissions”.

ACTIONS TAKEN TO DATE

 Canada has taken substantial action to phase out eight tax preferences available for the
extraction of oil and gas and coal:

 Phase-out of the accelerated capital cost allowance for oil sands (announced in
Budget 2007; completed in 2015)

 Reduction in the deduction rates for intangible capital expenses in oil sands projects
to align with rates in conventional oil and gas sector (announced in Budget 2011;
completed in 2016)

 Phase-out of the Atlantic Investment Tax Credit for investments in the oil and gas
and mining sectors (announced in Budget 2012; completed in 2017)

 Reduction in the deduction rate for pre-production intangible mine development
expenses to align with rate for the oil and gas sector (announced in Budget 2013;
completed in 2018)

 Phase-out of the accelerated capital cost allowance for mining (announced in Budget
2013;  completed in 2021)

 Allowing the accelerated capital cost allowance for liquefied natural gas facilities to
expire as scheduled in 2025 (announced in Budget 2016)

 Rationalize the tax treatment of expenses for successful oil and gas exploratory
drilling (announced in Budget 2017;  completed by 2021)

 Phase out tax preference that allows small oil and gas companies to reclassify
certain development expenses as more favorably treated exploration expenses
(announced in Budget 2017; completed in 2019)

NEXT STEPS

 Finance Canada and ECCC are continuing to work with a number of federal departments
and agencies to develop a comprehensive framework and guidance to assess whether tax
or non-tax measure may constitute an “inefficient fossil fuel subsidy”.



 Once the framework is agreed upon by the two departments and approved by the Ministers
of Finance and Environment and Climate Change, officials will complete a review of federal
tax and non-tax measure to identify inefficient fossil fuel subsidies and propose a path for
their reform. The results of the review will be incorporated into Canada’s self-review report
as a part of the peer review with Argentina, which will be made public.
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CAP AND CUT EMISSIONS FROM OIL AND GAS
PLAFONNER ET RÉDUIRE LES ÉMISSIONS DU

SECTEUR PÉTROLIER ET GAZIER

Q1.
What is the approach to cap and cut oil and gas sector emissions?

 Canada is taking action across all sectors in order to meet its commitment to
reduce GHG emissions by 40% to 45% below 2005 levels by 2030 and to reach
net-zero emissions by 2050.

 The oil and gas sector is the largest source of emissions in Canada, producing
26% of national emissions in 2019. It is also a major employer and contributor to
Canada’s GDP.

 The government has committed to cap emissions from the oil and gas sector and
ensure they decline in line with our economy wide net-zero objective.

 New and existing policies will contribute to oil and gas sector reductions,
including the new 75% methane reduction target for oil and gas; the CCUS
investment tax credit; and R&D for CCUS. However, more action will be needed.

 We have not designed the emissions cap yet. We have begun relatively informal
discussions, and plan to launch formal engagement.

 We are also asked the Net-Zero Advisory Body for advice.

Q2.
How would an emissions cap affect oil and gas production, exports, and energy
security?

 To be clear, the purpose of the cap is to reduce GHG emissions, not to cap oil
and gas production in Canada.

 Canadian exports of oil and gas are important to energy security in North
America and at global levels.

 In designing the cap, we will consider how best to mitigate carbon leakage risks
to avoid exacerbating energy security concerns in the current global context.

 90% of Canada’s O&G exports go into or through the US for processing, with
much of the Canadian production also used in the US.
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 et une grande partie de la production canadienne est également utilisée aux
États-Unis.

Q3.
Is the oil and gas sector target achievable? If it costs too much, won’t it just scare
investment away from Canada?

 The target is ambitious, but there are significant opportunities to reduce
emissions in the oil and gas sector.

 The oil and gas sector has cut back in recent years in response to low oil prices,
but as demand and prices rebound, now is a good time to help direct the sector’s
considerable capital toward low-carbon innovation.

Q4.
What are the most promising decarbonisation pathways for the oil and gas
sector?

 Large-scale deployment of multiple technologies are required for oil sands and
other oil and gas producers to reduce GHG emissions.

 Some key mitigation pathways include steam displacement (which includes
solvent injections), CCUS, co-generation, electrification, fuel switching and
energy efficiency applications.
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METHANE EMISSIONS REDUCTIONS
RÉDUCTIONS DES EMISSIONS DE MÉTHANE

Q1.
Why is methane important?  Why is it necessary to have a strategy focused
specifically on methane, rather than all greenhouse gases?

 Methane is a potent greenhouse gas and a short-lived climate pollutant with a
global warming potential of more than 25 times greater than carbon dioxide over
100 years, and 86 times greater than carbon dioxide over a 20-year period.

 Methane is responsible for about 30% of the global rise in temperature and half a
million premature deaths globally each year. The IPCC has made it clear that
there is no pathway to limiting warming to 1.5 degree Celsius without strong,
rapid and sustained reductions in methane, in addition to reductions of carbon
dioxide.

 Unlike other greenhouse gases, methane is also an energy source (it’s the main
component of natural gas), so there is economic value from capturing methane
emissions or preventing methane leaks.

 Natural gas is composed almost entirely of methane, and is a valuable resource
used by Canadians to heat their homes and power factories. However, a
significant amount of the natural gas extracted by the oil and gas industry is
wasted due to leaks and intentional releases into the air. In addition to oil and
gas, landfills and agriculture are Canada’s other major sources of methane
emissions.

Q2.
What is the government doing or planning to do about methane emissions?

 At the November 2021 UN Climate Summit (COP26), Canada joined the Global
Methane Pledge, along with the United States, the European Union and over 100
other countries. The Pledge aims to reduce global anthropogenic methane
emissions across economic sectors by at least 30% below 2020 levels by 2030.

 Our government is now developing a methane strategy to reduce methane
emissions across the broader Canadian economy, consistent with the Global
Methane Pledge.

 The strategy will outline plans for addressing methane from the three sectors that
account for over 90% of Canada’s anthropogenic methane emissions: oil and gas
(40%), agriculture (29%), and landfills/waste (27%).
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 In 2016, Canada set a target of reducing methane emissions from the oil and gas
sector by 40–45 percent below 2012 levels by 2025, and has had regulations in
place since 2018 to help achieve it.

 In late 2021, we published a report on the effectiveness of the suite of federal
actions we have taken to achieve this 2025 goal. The report concluded that
Canada is on track to meet its 2025 target for methane reductions from the oil
and gas sector. This sets a strong foundation for continued progress on reducing
methane emissions. It provides a solid basis for launching consultations in early
2022 on new federal regulations that will be developed to reduce oil and gas
methane emissions by at least 75 percent by 2030 compared with 2012 levels.

 As part of Canada’s COVID-19 Economic Response Plan released in April 2020,
the Government launched the Onshore Program of the $750 million Emissions
Reduction Fund, to support emission reduction efforts by providing financial
support to struggling companies in the sector. It offered up to $675 million to help
onshore (that is, land‑based) oil and gas companies to, among other things,
accelerate their deployment of equipment to reduce greenhouse gas emissions,
with a particular focus on methane.

 Responding to the global imperative for further cuts, Canada has committed to
reduce oil and gas methane emissions by 75% below 2012 levels by 2030, and
will soon be releasing a discussion paper to launch discussions on Canada’s
approach to achieving this.

 We also plan to develop new federal regulations to increase the number of
landfills that collect and treat methane, and ensure that landfills already operating
these systems make improvements to collect all they can. We began
consultations on landfill methane regulations by publishing a discussion paper in
January 2022.

 We will also be supporting Canadian farmers and industry partners who are
taking action to reduce emissions, sequester carbon and make their operations
more sustainable, productive and competitive.
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Q3.

What is the status of the government’s commitment to develop an economy-wide
methane plan, as per the Environment Minister’s mandate letter?

 Our government is developing a methane strategy to reduce methane emissions
across the broader Canadian economy, consistent with the Global Methane
Pledge, which aims to reduce global anthropogenic methane emissions across
economic sectors by at least 30% below 2020 levels by 2030.

 It will focus on the three sectors that account for over 90% of Canada’s
anthropogenic methane emissions: oil and gas (40%), agriculture (29%), and
landfills/waste (27%).

 Timelines are still being determined, but we expect to publish the strategy later
this year, well before the COP27 conference in November.

Q4.
Is the Global Methane Pledge target of reducing methane economy-wide by 30%
by 2030 achievable? How are you going to achieve that target?

 Our government’s progress on addressing oil and gas methane shows that
significant methane reductions are achievable in Canada.

 In 2016, Canada set a target of reducing methane emissions from the oil and gas
sector by 40–45 percent below 2012 levels by 2025, and in 2018, we put
regulations in place to help achieve it.

 In late 2021, we published a review report on the effectiveness of the suite of
federal actions we have taken to achieve this 2025 goal. The report concluded
that Canada is on track to meet its 2025 target for methane reductions from the
oil and gas sector. This sets a strong foundation for continued progress on
reducing methane emissions.

 At the November 2021 UN Climate Summit (COP26), Canada joined the Global
Methane Pledge, along with the United States, the European Union and over 100
other countries. The Pledge aims to reduce global anthropogenic methane
emissions across economic sectors by at least 30% below 2020 levels by 2030.

 Our government is now developing a methane strategy to reduce methane
emissions across the broader Canadian economy, consistent with the Global
Methane Pledge. The strategy will outline plans for addressing methane from the
three sectors that account for over 90% of Canada’s anthropogenic methane
emissions: oil and gas (40%), agriculture (29%), and landfills/waste (27%).
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 Canada has now committed to reduce oil and gas methane emissions by at least
75% by 2030 below 2012 levels, which an approach that will include stronger
regulations. The government will soon be releasing a discussion paper to launch
consultations about Canada’s approach to achieving this.

 We also plan to develop new federal regulations to increase the number of
landfills that collect and treat methane, and ensure that landfills already operating
these systems make improvements to collect all they can. We began
consultations on landfill methane regulations by publishing a discussion paper in
January 2022.

 By going further on oil and gas methane reductions, introducing new methane
regulations for landfill methane, and exploring opportunities to address methane
from agriculture, we are confident that we can achieve economy-wide methane
reductions consistent with the Global Methane Pledge.

Q5.

Are the government’s methane plans going to impact farmers?

 Our government is exploring ways to reduce methane emissions from all of the
top-emitting sectors, including agriculture.

 We will be consulting with farmers and the agricultural industry about the best
opportunities and approaches for reducing methane from agriculture.

 Our government is committed to supporting Canadian farmers and industry
partners who are taking action to reduce emissions, sequester carbon and make
their operations more sustainable, productive and competitive.
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CLEAN FUEL REGULATIONS
RÈGLEMENT SUR LES COMBUSTIBLES PROPRES

Q1.
What is the timeline for the publication of the final Clean Fuel Regulations?

 The final Clean Fuel Regulations are on track to be published in spring 2022.

 At that time, an updated Regulatory Impact Assessment Statement will also be
published. It will include an up-to-date cost benefit analysis for the Regulations.

Q2.
What do the Clean Fuel Regulations cover?

 The Regulations aim to reduce greenhouse gas emissions from liquid fossil fuels
used in Canada for transportation, i.e. gasoline and diesel. The Regulations will
require liquid fossil fuel suppliers to reduce the carbon intensity of the fuels they
produce and import for use in Canada.

Q3.
Do the Clean Fuel Regulations duplicate what would be achieved by carbon
pollution pricing or the oil and gas cap?

 The Clean Fuel Regulations will complement carbon pricing.

o Carbon pricing sends a broad signal across the economy to spur the
lowest cost reductions wherever they may be found.

o The Clean Fuel Regulations will complement these general signals by
sending a targeted incentive to drive transformational changes along the
lifecycle of liquid fuels for longer-term capital investments such as carbon
capture and storage.

o Actions taken under the Clean Fuel Regulations can also reduce the
overall emissions of a refinery, helping it to meet compliance under other
provincial or federal regulations like the Output-Based Pricing System.

 As the oil and gas cap is designed, it will take into account the Clean Fuel
Regulations.

 The price on carbon, Clean Fuel Regulations, and oil and gas cap are needed in
order to help exceed Canada’s current 2030 GHG emission reduction target
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under the Paris Agreement target, and to put Canada on a path towards
achieving the goal of net-zero emissions by 2050.
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CARBON POLLUTION PRICING
LA TARIFICATION DE LA POLLUTION PAR LE CARBONE

Q1.
What is carbon pricing and why is it important?

 Pricing carbon pollution is widely recognized as the most efficient way to reduce
GHG emissions while driving innovation to provide consumers and businesses
with low-carbon options.

 The federal government is committed to ensuring that carbon pricing is in place
across Canada at a similar level of stringency while ensuring provinces and
territories have the flexibility to implement their own carbon pricing systems.

 Pricing carbon pollution is a pillar of Canada’s strengthened climate plan and is
critical to delivering on Canada’s targets of reducing GHG emissions to 40-45%
below 2005 levels by 2030 and reaching net-zero emissions by 2050.

Q2.
What is the federal benchmark and what does it do? Why not let provinces and
territories decide for themselves how to price carbon pollution?

 The Government’s approach to pricing carbon pollution gives provinces and
territories the flexibility to implement the type of system that makes sense for
their circumstances as long as they align with minimum national stringency
standards, or benchmark criteria.

 The federal benchmark has been updated to ensure that carbon pricing systems
are at a similar level of stringency across Canada (2023-3020) and that they
continue to drive low cost emissions reductions required for Canada to build a
cleaner, more prosperous economy.

 The federal carbon pollution pricing system applies in provinces and territories
that request it or that choose not to adequately price carbon pollution.

Q3.
How does carbon pricing impact competitiveness, and what is the impact on
Canadian industries?

 Carbon pollution pricing is designed to address competitiveness impacts.

 Under the federal approach, the Output-Based Pricing System (OBPS) is
designed to put a price on the carbon pollution of large industrial facilities, while
limiting the impacts of carbon pricing on their ability to compete in the Canadian
market and abroad.  Carbon costs can affect businesses that conduct activities
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that are emissions-intensive and highly internationally traded if they compete with
similar businesses in countries that do not have carbon pricing in place. This
approach minimizes the risk that businesses will move from Canada to
jurisdictions that do not price carbon.

 Instead of paying the fuel charge, an industrial facility in the federal OBPS faces
a compliance obligation on the portion of emissions that exceed an annual limit.
Covered facilities are required to provide compensation for GHG emissions that
exceed an emissions limit and are issued surplus credits if their emissions are
lower than the applicable emissions limit. Facilities can sell surplus credits or
bank them for use in future years.

 The Government engaged with industries and other stakeholders on the design
of this system for more than two years, and consultations are still on going.

Q4.
Has the federal government considered implementing border carbon adjustments
to help mitigate carbon leakage?

 Avoiding carbon leakage is key to good climate policy. Carbon leakage occurs
when companies move to countries with lower climate ambition to avoid carbon
costs. The result is that emissions shift from one place to another rather than
decline. Canada’s carbon pricing systems are designed to address this risk. The
federal Output-Based Pricing System and similar provincial systems send a
strong price signal while lowering costs compared to a full carbon price.

 Another way to address the risk of carbon leakage is with a border carbon
adjustment. This policy applies a price on imports based on their embedded
emissions. It helps level the playing field between domestic and foreign
producers.

 Canada has also started exploring whether a BCA makes sense in the Canadian
context. We will be working with like-minded economies, including the European
Union and our North American partners, to consider whether and how this
approach could fit into a broader strategy to meet ambitious climate targets while
avoiding carbon leakage, ensuring a fair and predictable environment for
businesses, fostering green innovation, and promoting global ambition on climate
action.
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Oil and Gas Sector Competitiveness

ISSUE

The world is facing dual crises of climate change and energy security.

Canada takes its role as a secure, reliable, and sustainable supplier of oil and
gas seriously. While transforming Canada’s energy systems will take time,

the Government of Canada is committed to continue working with all
provinces, territories, Indigenous peoples, industry, and stakeholders to

continue to decarbonize Canada’s energy sector to meet its net-zero target.
Canada’s oil and gas sector is recognized for world-leading environmental

standards and are also collaborating to reduce emissions.

KEY MESSAGES

 We must work together to address the dual crises of
global energy security and climate change.

 Oil and gas prices are the highest in years and energy
companies are expected to generate record revenues
and profits this year.

 The post-pandemic demand rebound has helped

companies improve their balance sheets by paying down
debt, and to return money to their investors in the form
of dividends and share buybacks.

 The Government of Canada remains committed to
working with industry, provinces, territories, Indigenous
peoples, and civil society in decarbonising the oil and
gas sector and setting a cap on emissions while
maintaining competitiveness, energy security,
affordability, and market access.

 Canada’s oil and gas sector is recognized for world-
leading environmental standards and are also
collaborating to reduce emissions.

 The federal government is considering measures to
support industry in this transition, including tax
incentives for carbon capture and storage.
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 Canada takes its role as a secure, reliable, and
sustainable supplier of oil and gas very seriously.

 Canadian exports of oil have already reached pre-
pandemic levels, and as the fifth largest oil and gas
producer in the world, our products play a critical
security and stabilizing role in global markets.

 Canada will continue to explore medium-term
opportunities to respond to the likelihood of ongoing
market instability and supply-demand imbalance, in a
manner that is consistent with our climate objectives
and the transformation of energy systems.
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Western Regional Considerations

ISSUE

Feelings of insurmountable political challenges among Western Canadians have
become more acute, with some calling for Western separation. Some members of the
Conservative Party have continued to address Western Canadians’ feelings of
discontent towards the Government of Canada, and argue that the Government’s
policies with respect to the energy sector, particularly oil and gas, are largely to blame.

KEY MESSAGES

 The Government of Canada recognizes the challenges facing
Western Canada.

 Canadians in Alberta and Saskatchewan are an essential part of
our great country, and our government is committed to addressing
their concerns and working hard to bring our nation together.

 To that end, we have:

o supported the TMX project, which has created over 12,700 jobs
in British Columbia and Alberta, and will provide access to
offshore markets;

o approved the NGTL system expansion projects;

o supported the Line 3 replacement project;

o invested in the operation of long-range fuel cell electric trucks
between Calgary and Edmonton; and

o committed to a transition to a net-zero economy that starts with
the workers who helped build this country.
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Clean Energy

ISSUE

The Government of Canada is investing heavily in clean technology in the resources
sector to support Canada’s low-carbon future. Opposition parties have been critical of
the government’s decision to invest in certain technologies as means to reduce
emissions, particularly with respect to hydrogen and small modular reactors.

KEY MESSAGES

 Investments in clean energy, clean technology, and innovation are
the foundation for achieving Canada’s target of net-zero emissions
by 2050 while also enhancing competitiveness and creating jobs.

 At GLOBE Forum 2022 in Vancouver last week, I joined Prime
Minister Justin Trudeau and Minister of Environment and Climate
Change Steven Guilbeault to announce the publication of Canada’s
2030 Emissions Reduction Plan: Canada’s Next Steps for Clean Air
and a Strong Economy.

 The plan describes the many actions already underway and
achieving significant reductions, as well as a number of new
actions. The plan charts a credible path to emissions that are 40
percent lower in 2030 than in 2005 and puts us on a path to achieve
net-zero emissions by 2050.

 As part of this plan we will:

o Diversify our energy mix by accelerating the shift to clean
power and clean fuels, while offering lower carbon oil and gas
to the world.

o Make it easier for Canadians to switch to electric vehicles and
retrofit homes and buildings to reduce energy costs.

o Help industries develop and adopt clean technology,
including carbon capture, utilization, and storage (CCUS).

 Our clean growth economy builds on our strong foundation of
clean energy resources, including hydro, wind, solar, and nuclear,
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and is one that unleashes our potential in electrification, energy
efficiency, clean fuels, and carbon capture.

 We will continue to invest in these areas, and work with provinces
and territories, as well as the private sector, to make Canada the
most competitive jurisdiction in the world for clean energy and
clean technology companies.

If pressed on Clean Energy Technology:

 Investing in clean technology is critical to helping industry
decarbonize over time while remaining competitive.

 We know that trusted global institutions, like the International
Energy Agency, have told us that approximately 50 percent of
global emissions reductions by 2050 will need to come from
technologies that are still in early stages of development.

 This is why our Government has made, and continues to make,
significant investments in clean technology and innovative R&D.

 We will continue to work with key partners to strengthen
investments in clean technology, with a focus on mission-oriented
innovation programs.

If pressed on the Government’s clean energy record:

 We are making generational investments in new technologies and
accelerating innovation to “future-proof” Canada’s energy sector
to achieve net-zero.

 Our efforts include:

o Creating the world’s cleanest petroleum industry, which is
also driving the largest investments in our clean-tech sector;

o Enhancing energy efficiency; and
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o Expanding one of the world’s cleanest electricity mixes to
produce even more clean energy to power even more of our
national economy.

 We are also working with partners to develop the secure supply
chains that we need for critical minerals, and that will enable the
deployment of clean technology.
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Just Transition

ISSUE

Just transition is an approach to economic, environmental and social policy that aims to
create an equitable and prosperous future for workers and communities as the world
builds a low-carbon economy. Opposition parties have been critical of the pace at which
the government is proceeding on this policy, and question whether it will be as inclusive
of all parts of the energy sector as is claimed.

KEY MESSAGES

 Economic opportunity is at the heart of the Government’s climate
ambition. How Canada seizes this opportunity will shape our future
jobs, communities and prosperity for decades to come.

 To empower workers and communities through the transition, we
must work to create and maintain jobs and promote economic
growth in ways that will establish the foundation for long-term
economic, social and environmental sustainability.

 This work is well underway as we:

o Continue to support workers and communities impacted by
the phase-out of coal;

o Create and maintain jobs and lower emissions in our oil and
gas sector;

o Implement Canada’s Strengthened Climate Plan as the
backbone of the Government’s plan for 1 million jobs; and

o Make significant investments in skills training – the measures
detailed in Budget 2021 are expected to deliver almost
500,000 new training and work opportunities for Canadians.

 We also remain committed to moving forward with legislation and
comprehensive action to support workers and communities as we
transition to a low-carbon economy.
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 It’s important to note that is not a conversation that can be had in
isolation, and does not have a one-size-fits-all solution for all
regions and sectors.

 It requires the participation, know-how, and innovative ideas of all
Canadians and partners.
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Trans Mountain Expansion (TMX) Pipeline

ISSUE

The Trans Mountain Expansion Project (TMX or the Project) involves twinning the existing
1,147 km Trans Mountain pipeline between Edmonton, Alberta, and Burnaby, British
Columbia, tripling its capacity to 890,000 barrels of Canadian oil products per day. The
Government of Canada approved TMX in June 2019, after having consulted extensively
with 129 Indigenous groups whose rights are potentially impacted by the project, because
it was deemed in the public interest. Opposition parties have been critical of the
government’s support for this project in the face of their stated climate ambitions, which
parties say run in direct opposition to one another. They have also been critical of the
costs associated with the project, with many arguing the purchase of the pipeline amounts
to further subsidy for the oil and gas industry. Some Indigenous groups and environmental
organizations remain opposed to the TMX Project.

KEY MESSAGES

 Our government remains committed to ensuring the Trans
Mountain Expansion project moves forward in the right way.

 TMX is creating thousands of good, middle-class jobs and will
unlock new global markets to boost the price of Canadian oil;
generate billions in revenues each year to help fund clean energy
solutions; and help advance reconciliation with Indigenous
peoples, including through economic opportunity.

 Construction is underway across all parts of the pipeline, and as of
March 2022, the project is 50% complete and has created over
13,500 jobs in British Columbia and Alberta.

 The Government of Canada has reviewed the recently revised cost
and updated schedule for the TMX Project, and is confident that the
Trans Mountain Corporation will meet its commitment to be in
service by the end of 2023.

 The Project remains commercially viable and a responsible
investment that will benefit Canadians.

 Moving forward with TMX will not undermine Canada’s efforts to
tackle climate change, nor will it limit our ability to achieve
Canada’s greenhouse gas reduction targets in line with the Paris
Accord.
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If pressed on how TMX will not undermine Canada’s efforts to
tackle climate change:

 The potential carbon emissions from the project are accounted for
in Canada’s national emissions projections and covered by
Alberta’s legislated cap on oil sands emissions.

 To ensure that TMX does not result in a net increase in emissions,
the Canada Energy Regulator requires Trans Mountain Corporation
to offset emissions from the project’s construction.

 Trans Mountain Corporation supports Canada’s commitment to
achieve net-zero emissions by 2050, and the company has
confirmed that it will set its own targets to reduce and/or offset its
direct and indirect emissions to meet this goal.

 The Government of Canada is committed to investing every federal
dollar earned from the project—including tax revenues and profits
from the sale of the assets—to fund its clean energy transition.

 The Government of Canada remains committed to investing all new
corporate tax revenues, as well as profits earned from the sale of
TMX, in the clean energy projects that will power our homes,
businesses, and communities for generations to come.

If pressed on increased Project cost:

 The newly revised cost estimate of $21.4 billion and planned in-
service date of late 2023 is due to project enhancements, safety
and security requirements, construction delays arising from the
COVID-19 pandemic and extreme weather events, as well as
financing costs.

 With 50 per cent of the pipeline already built and the project
significantly de-risked, the Government of Canada will spend no
additional public money on the project. Trans Mountain
Corporation will secure the funding necessary to complete the
project with third-party financing.

 The Project continues to be an important investment in Canada’s
economy that is creating thousands of jobs across the country, will
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generate revenue to boost investment in clean technology, open up
new avenues for Indigenous economic prosperity and will
responsibly deliver Canadian natural resources to global markets.

If pressed on BC Reconsideration Process:

 On February 24, 2022, British Columbia released its review of the
marine shipping impacts associated with the TMX Project and
amended Trans Mountain Corporation’s provincial Environmental
Assessment Certificate.

 Natural Resources Canada is reviewing the recommendations
made by the Province of British Columbia related to marine safety,
and will work with relevant federal departments to address these
recommendations, as appropriate.

 The government is confident in its world-class marine safety
system.

 We are committed to working in partnership with provinces, local
governments, and Indigenous communities to continuously refine
and improve marine spill preparedness, response, and recovery
plans.

If pressed on NRCan’s Diluted Bitumen Research:

 The government continues to conduct wide-ranging research into
the behaviour of diluted bitumen to understand how different
petroleum products behave in marine and freshwater
environments.

 NRCan’s oil spill research assesses the abilities of natural
processes to degrade petroleum crude oils and products spilled in
water environments over the range of Canadian temperature
conditions.

 NRCan’s Oil Spill Response Science Program also provides funds
for external research and development organizations to develop
and test new technologies for improved mechanical and chemical
oil spill response measures.
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If pressed on construction delays:

 Since 2019, construction activities on the TMX Project have been
paused and delayed at certain times due to the COVID-19
pandemic, workplace incidents, and more recently, extreme
weather and flooding in British Columbia.

 The Government continues to consider its investment in the Trans
Mountain entities to be sound, and remains confident that TMX will
generate a positive return for Canadians and support the Canadian
economy today and into the future.

If pressed on protest activity:

 The right to lawful, peaceful, and safe protest is a foundation of our
country’s rights and freedoms and our government respects that.
We expect people to express their views peacefully and in
accordance with the law.

 In 2018, the BC Supreme Court granted an injunction to Trans
Mountain Corporation applicable to all operational and project
construction locations across BC. This standing injunction
prevents interference to TMC facilities and work activities on both
the Trans Mountain Pipeline and the Expansion Project.

If pressed on Indigenous engagement:

 Our government continues to engage with Indigenous groups on
the project, including exploring opportunities for economic
participation and on the implementation of measures to address
potential impacts on rights and other concerns.

 To protect the environment and address concerns raised by
Indigenous groups, the Government of Canada has allocated $598
million in new funding over six years (2019-2025) to support a suite
of initiatives related to the Trans Mountain Expansion project
decision.
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 As of December 31, 2021, over $90 million in funding has been
allocated to Indigenous groups through these initiatives to support
building capacity and Indigenous-led studies and projects in areas
such as marine safety, spill prevention, terrestrial and marine
cumulative effects, fish and fish habitat, and quieter vessels.

 As part of our government’s commitment to reconciliation, we
continue to work collaboratively with the Indigenous Advisory and
Monitoring Committee for the Trans Mountain Expansion project,
through which Indigenous groups along the pipeline route and
shipping corridor are providing advice and monitoring this major
resource project.

If pressed on COVID-19:

 Trans Mountain Corporation continues to safely operate the Trans
Mountain Pipeline and construct the expansion project.

 Trans Mountain Corporation has implemented comprehensive
measures to keep workers and groups safe and is adhering to all
public health guidelines.
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Canada – U.S. Relationship

ISSUE

Canada and the United States share a number of common climate goals, including
ensuring a people-centred transition to net-zero while maintaining global energy
security. Over the last year, progress in the natural resource and energy sector bilateral
relationship has included renewing an MOU on energy cooperation; creating a
Framework for Collaboration on Cybersecurity in the Energy Sector; releasing the North
American Renewable Integration Study (NARIS); and finalizing the Joint Action Plan on
Critical Minerals Collaboration to secure supply chains for the clean energy transition.
Cross-border energy infrastructure issues such as Line 3 and Line 5 have affected
bilateral economic relations, as has the ongoing softwood lumber dispute and
protectionist “Buy American” policies.

KEY MESSAGES

 Canada and the United States have a highly integrated energy
network that ensures energy security and economic
competitiveness on both sides of the border.

 The U.S. and Canada have an excellent history of working
shoulder-to-shoulder on economic, security and geopolitical
issues. Our agendas are remarkably aligned, including on climate
change and clean energy.

 Our economies, workers, supply chains and infrastructure are
interlinked. Our biggest challenge is to build a net-zero economy in
a way that is fair and leaves no one behind.

Emissions Cap in the Oil and Gas Sector

 Canada announced it will place a cap on the oil and gas sector’s
emissions. The objective of this measure is to reduce the emission
intensity of production so that absolute emissions remain at, or
below, the targets set out in the cap.

 This measure does not place a cap on production level.

 The deployment of large-scale technologies to reduce emission
intensity will help mitigate emissions and achieve our
decarbonisation objectives. We know this will take time, and
significant investment.
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 The next step is to ensure clarity and structure, which, in turn, will
support businesses in their efforts to develop plans to meet this
new measure.

Canada – U.S. Energy Security Collaboration

 The Canada-U.S. energy relationship has never been more critical

to continental and global energy security.

 The ongoing global energy crisis, aggravated by the invasion of

Ukraine, demonstrates the fundamental role our oil and gas

industry can play in stabilizing the energy markets while exporting

clean, affordable and reliable energy to our allies and emerging

markets across the world.

 Canada and the U.S. can work together to enhance global energy

security while working alongside industry to foster innovative

technologies that can advance the energy transition.

Enbridge Line 5

 Line 5 remains the safest, most efficient way to transport fuel to
refineries and markets and is a reliable source of energy for
Michigan, Ohio, Pennsylvania, Ontario and Quebec.

 A shutdown of this pipeline would have a profound impact on jobs
and supply chains, raise the cost of supplies in the region, and
take a financial toll on many Canadian and U.S. refineries and
businesses.

 The Canada-U.S. energy relationship has never been more critical
to continental and global energy security.

 The ongoing global energy crisis demonstrates the fundamental
role our oil and gas industry can play in stabilizing the energy
markets while exporting clean, affordable and reliable energy to
our allies and emerging markets across the world.
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RESPONSIVE ONLY - Keystone XL

 The Government of Canada remains disappointed in the decision
to revoke Keystone XL’s presidential permit.

 We are focusing on creating conditions to attract investment,
create jobs, and move our resources to new export markets,
including:

- Approving new pipeline capacity, including the Line 3

replacement project that came into service in October 2021

that has transported 760,000 barrels of oil per day.

- Advancing the construction of the Trans Mountain expansion

project, which will increase market access for Canadian oil

and gas.

- Approving other key natural gas pipeline projects, including

the NGTL 2021 and the NGTL North Corridor System

Expansion project which provides natural gas producers

better access to markets for their products and contributes to

the phase-out of coal-fired electricity by 2030.

- Supporting the implementation of the single largest private

sector investment in Canadian history – the $40 billion LNG

Canada project expected to come into operation by 2025.

RESPONSIVE ONLY – U.S. Outreach to Venezuela and Iran on oil
supply

 As our energy partners know, Canada takes its role as a secure,
reliable, and sustainable supplier of oil and gas seriously.

 As the fifth largest oil and gas producer in the world, our products
play a critical security and stabilizing role in global markets.
Exports of oil have now reached pre-pandemic levels.

 We understand the U.S. is ramping up diplomatic efforts to
enhance energy supply chains. We encourage such efforts to the
extent that the long-term impact of such engagement serves to
stabilize global energy systems.
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 We highlight the importance of supporting secure, reliable and
sustainable partners as we look mitigate the adverse effects of a
Russian dictatorship enriched by energy profits.
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Line 3 Project

ISSUE

Enbridge’s $9.3 billion Line 3 Replacement Project, extending from
Edmonton, Alberta to Superior, Wisconsin, entered into service on October

1, 2021. Line 3 serves as a vital link from North American production regions
to Minnesota, Wisconsin and other North American refinery markets. The

project replaces the original line with a new pipeline, built to modern safety

standards, and restores the full 760,000 b/d capacity.

The Government of Canada approved the Canadian segment of Line 3 on
November 29, 2016, but the project experienced significant legal and

regulatory delays in Minnesota.

In the U.S, Line 3 required approval by each state through which it passes,

which is different than in Canada where interprovincial and international
pipelines are approved through a single process. The majority of the project

is in Minnesota, with smaller segments in North Dakota and Wisconsin. The

North Dakota and Wisconsin segments have been built, and are currently in

service.

There continue to be several outstanding legal challenges against the project
in U.S. federal and state courts. Environmental activists and Indigenous

groups are calling on the Biden Administration and state authorities to

revoke existing operating permits for the project.

The Conservative Party of Canada (CPC) has been critical of the federal
government’s approach to advocacy with respect to certain trans-national

pipelines between Canada and the U.S. They have argued that in recent
years, Canada has not been sufficiently vocal in defending Canada’s energy

interests in discussions and negotiations with the Biden administration.

KEY MESSAGES

 In 2016, the Government of Canada approved the Line 3
Replacement Project to replace aging pipeline
infrastructure from Hardisty, Alberta to Superior,
Wisconsin with new thicker pipe and modern safeguards
to improve safety and integrity of the energy network.
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 Since 2019, the project has been complete and in-
service on the Canadian side of the border.

 Now completed on the U.S. side, the Line 3 Replacement
Project will transport 760,000 barrels of oil per day —
over 370,000 new barrels per day in additional export
capacity.

 We support job creation in the energy sector. The Line 3
Replacement Project created an estimated 7,000
construction jobs in Canada and approximately 20% of

the workforce was Indigenous.

 Our government will continue to support good projects
that meet environmental requirements and standards.
We will also defend our energy security, economic
prosperity and Canadian jobs.

 The right to lawful, peaceful and safe protest is a
foundation of our rights and freedoms in Canada.
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Line 5 Project

ISSUE

The State of Michigan is taking legal action to shut down Enbridge’s Line 5
pipeline, which would strand supply of oil in Western Canada and reduce access

to propane and crude oil for refineries in Ontario and Quebec. Line 5 is also an
important source of oil and propane to Michigan, Ohio and Pennsylvania.

Michigan is concerned about the possibility of a large oil spill into the Great

Lakes. Litigation between Michigan and Enbridge continues in US federal court.

KEY MESSAGES

 This critical piece of energy infrastructure has safely
operated at the Straits of Mackinac for more than 65 years,
and Enbridge’s plan for encasing it in a concrete tunnel
under the Straits would make a safe pipeline even safer.

 On October 4, 2021, Canada invoked article IX of the 1977
Transit Pipeline Treaty to request formal negotiations with
the United States on Line 5.

 Canada has raised the importance of Line 5 through

engagements with the highest levels of the U.S.
Administration and collaboration with the provinces of
Alberta, Saskatchewan, Ontario and Québec, along with
industry and labour sectors.

 Our government will continue to defend our energy
security, economic prosperity, and Canadian jobs.

 By invoking the Treaty, Canada is acting to protect its
national energy and economic interests. We do not take

this decision lightly, and have pursued other avenues
before invoking the Treaty’s dispute mechanism to no
avail.
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IEA’s Net Zero by 2050 Roadmap

ISSUE

As the major source of global emissions, the energy sector holds the key to
responding to the world’s climate challenge. The Net Zero by 2050 Roadmap

proposes a pathway to reach this goal, setting out more than 400 milestones
for what needs to be done, and when, to decarbonise the global economy in

three decades.

KEY MESSAGES

 The International Energy Agency’s (IEA) Net Zero by
2050 Roadmap makes it clear that all countries will need
to do more to address climate change, and on a faster
timeline.

 The IEA identified three pillars that will be at the heart
of the transformation to net-zero:

o technology and innovation to reduce GHG
emissions;

o behavioural change in energy consumption and the
use of renewable energies; and

o improvements in energy efficiency.

 Our government agrees and is committed to fostering
innovation and advancing clean energy to help meet our
climate change targets.
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Carbon Capture, Utilization and Storage

ISSUE

The development and deployment of Carbon Capture, Utilization, and
Storage (CCUS) technologies is a key component of the suite of measures

needed to meet GHG emission reduction targets and enable clean economic
growth. NRCan is leading the development of a CCUS Strategy for Canada,

as called for in Canada’s Strengthened Climate Plan. Further, Budget 2021
included important CCUS RD&D and deployment measures, which will help

Canada achieve net-zero emissions by 2050 while positioning our global

leadership.

KEY MESSAGES

 Our government is committed to achieving a 40-45%
reduction in its greenhouse gas emissions by 2030, and
to reaching net-zero emissions by 2050.

 A number of international organisations, including the
UN’s Intergovernmental Panel on Climate Change
(IPCC), the International Energy Agency (IEA), and the
International Renewable Energy Agency (IRENA) expect

a strong reliance on CCUS as a means to achieve our
global energy and climate objectives.

o In the IEA’s Net Zero by 2050 Roadmap CCUS would
account for approximately 15% of global GHG
reductions. The IEA also finds that achieving
climate goals hinges on dramatically scaling up and
accelerating CCUS RD&D and innovation, almost half
of the needed CCUS reductions in 2050 are from
technologies that are still in development.

o In its World Energy Transitions Outlook – 1.5°C
Pathway 2021 report, IRENA forecasts 126 Gt of CO2
captured and stored between 2021-2050. IRENA also
acknowledges in its Reaching Zero with Renewables
– Capturing Carbon report that even a very
aggressive ramping up of renewables will not be
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sufficient to address all emissions and that CCUS will
be needed to supplement energy efficiency and
renewables.

o The Canadian Institute for Climate Choice (CICC)’s
Canada’s Net Zero Future report concludes that
mature CCUS technologies are needed in all
scenarios to meet Canada’s 2030 and 2050 emissions
targets; while CDR solutions and advanced “next-
generation” forms of CCUS – which are currently at
the development and demonstration stage – may

play a significant role on the path to net zero by
2050.

 The recently published 2030 Emissions Reduction Plan
outlines CCUS’ economy-wide applications in its sector-
by-sector path for Canada to reach its emissions
reduction targets.

 CCUS can help to tackle emissions from the toughest-to-
abate but crucial sectors of Canada’s economy, such as

oil and gas and heavy industry,

 It can also enable low-carbon pathways like hydrogen,
green concrete and low-emissions power, and deliver
negative emissions to support carbon dioxide removal.

 CCUS presents a multi-billion dollar market opportunity,
and Canada is already home to leading CCUS companies
– five of which made the 2022 Global Cleantech ‘Top
100’.

 That is why Canada is implementing Budget measures
that will help drive the market for CCUS:

o Budget 2021 announced $319M to support
research, development, and demonstrations
(RD&D) to advance the state of technology and
improve the commercial viability of CCUS
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technologies and shortly after NRCan began
launching calls for CCUS projects. The first call is
focused on Front-End Engineering Design studies to
be announced this Spring. The second call centers
on earlier-stage RD&D will be launched by early
summer 2022.

o The Government will soon announce details of a
new Investment Tax Credit for capital invested in
CCUS projects, with the goal of reducing emissions
by at least 15 megatonnes annually by 2030.

 Further, the federal government has been engaging with
key partners and stakeholders to develop a
“comprehensive CCUS Strategy for Canada”. We plan to
release the Strategy in the coming months.

 Like any pre-commercial technology, every new CCUS
pilot, demonstration, and deployment project helps to
improve the technology. They support cost reductions,
learning-by-doing, performance improvements, and

knowledge sharing, and contribute positively to
Canada’s CCUS innovation system.

o NRCan supported Quest’s upfront costs. Since 2015,
the project has been reducing emissions by up to
35% from hydrogen production units at the
Scotford Upgrader at an amount of 1.1 megatonnes
per year.

o Quest remains one of the most successful CCUS
projects in the world, and is one of only 3 oil
refinery complexes with carbon capture globally (of
approximately 700 oil refining complexes globally).

o Thanks to the learnings and cost reductions from
Quest, Shell is pursuing the Polaris project – which
illustrates how Quest is successfully paving the way



Departmental Version

for project replications that will no longer require
government support.

 Internationally, there are several large-scale CCUS
projects that are in operation.

o The Gorgon project on Barrow Island in Western
Australia has been storing CO2 from the Gorgon
liquefied natural gas (LNG) operations since 2019.
Gorgon is the largest dedicated geological storage
operation in the world with a capacity of up to 4

megatonnes per year.

o Since 2013, the Air Products CCUS project has been
capturing approximately 1 megatonne per year from
hydrogen production units located in the Valero oil
refinery at Port Arthur, Texas.

o Offshore oil and gas CCUS projects operating in
Norway, Australia, Brazil and China.
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