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on the Wall

Whether you believe in climate change or not one thing is certain: in a blink, tens of
thousands of North American CEOs, directors, managers and shareholders will have to
face a new reality. GHG reporting regulation is coming to the continent and as early as
2010 it will likely affect between 15,000 and 20,000 North American businesses.

With cap-and-trade regulation now emerging in Canada and the US, things are about
to change — and quickly. From the Western Climate Initiative and its 11 US and
Canadian Partner jurisdictions to the American Clean Energy & Security bill (ACES)
currently making its way through Senate Committees, mandatory reporting regulation
appears increasingly probable if not arguably certain for most of the continent — and
as early as next January.
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Reporting Jurisdiction Reporting threshold Reporting Period | Report Submission
Start Date (actual or expected)

Alberta 100 kt CO,e Jul 2007 Mar 2008

Regional Greenhouse Gas Initiative 225 MW electricity Jan 2009 Mar 2009

Western Climate Initiative 10 kt CO,e Jan 2010 Apr 2011

Canadian Federal 50 kt CO,e Jun 2009 Jun 2010

Ontario 10 kt CO,e Jan 2010 Apr 2011

Quebec 10 kt CO,e Jan 2010 Apr 2011

British Columbia 10 kt CO,e Jan 2010 Apr 2011

Manitoba 10 kt CO,e Jan 2010 Apr 2011

US EPA 25 kt COe Jan 2010 Mar 2011

US Federal (ACES) 10 kt CO,e Jan 2010 Mar 2011

Midwestern GHG Reduction Accord 20 kt CO,e Jan 2010 Jan 2011

California Air Resources Board 25 kt CO, Jan 2008 Jun 2009
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All Political Parties could Gain by Tinting

their Platforms Green

Polling data helps to inform
policymakers as they craft their
political platforms. A recent poll
revealed that more than 7 in 10
Canadians consider the environment
to be more important today than
they did a few years ago. While the
responses were fairly consistent
across income and gender lines, they
split across political lines.

Conservatives  were  significantly
more likely than people with any
other political affiliation to say that
society’s focus on the environment

government should focus on economic
growth rather than environmental
initiatives.

With election speculation reaching a
fevered pitch and Copenhagen around
the corner, it is expected that the
Conservative party will “lean left” to grab
Bloc and Liberal votes and Liberals and
NDP will aim to retrieve lost voters from
the last election and woo Greens. All
political parties therefore stand to make
gains in the next federal election by
developing an aggressive environmental
platform.

has gone too far and that By Jeff Beyer, jbeyer@delphi.ca

Protecting the environment is of growing importance for Canadians. To attract voters, all

parties might propose public policy options to achieve deeper GHG reductions.

Update from Asia

Climate change and greenhouse gas
reductions  were prominently
featured in Asia’s two largest
economies in August.

The Democratic Party of Japan
decisively defeated the long-
standing Liberal Democratic Party,
promising Japanese many changes,
including green reforms. The new
government promises GHG
reductions of 25% over 1990 levels
by 2020, which is significantly more
aggressive than previous goals, and
a challenge for a country that is
already one of the most efficient in
the world.

On August 27th, China’s National
People’s  Congress passed a
resolution that said China will “draft
laws...for fighting climate change”
and will strive to “strengthen
energy saving and emission
reductions,” on top of ambitious
renewable energy targets, which
call for a 15% renewable energy mix
by 2020.

By Jeff Beyer, jbeyer@delphi.ca

Against Waxman-Markey: Legitimate
Opposition or Self-Interested Lobbying?

Without doubt, the US American Clean Energy and Security Act (ACES) — also known as
the Waxman-Markey bill — is a massive piece of legislation. At over 1400 pages, the bill
is not only a huge document but if it does eventually become law it will have enormous
and far reaching impacts on both the US and global economy.

However, while most accept that unfettered greenhouse gas emissions are not tenable
economically, environmentally or morally, accepting the cost of climate change
mitigation through cap-and-trade legislation doesn’t appear very welcome either.

Since the Waxman-Markey bill passed a vote in the lower House in June, opposition has
been steadily growing and there is now a strong contingent of well-funded and well-
organized heavyweights lobbying against the bill.

The American Petroleum Institute asked its 400 corporate members to oppose the bill,
and recently released a study in which API President and CEO Jack Gerard stated that if
ACES is passed, “investment in US refining capacity could plummet;” the impact on US
jobs and US energy security could be devastating; and, that “climate legislation should
not come at the expense of US economic and energy security.”

In a July statement, Tom Donohue, President and CEO, US Chamber of Commerce
stated that “ACES is fundamentally flawed” and “many American jobs would likely be
shipped overseas where energy is cheaper and environmental restrictions are more
lax.”

In August, the National Association of Manufacturers launched a multi-state, multi-
million-dollar advertising campaign opposing ACES “encouraging manufacturers, small
business owners and the public to Speak Outagainst the bill and its potentially
devastating impact on the economy.” Others that oppose the bill include the American
Farm Bureau Federation, the National Federation of Independent Business and
Americans for Tax Reform.

Clearly, although there is uncertainty about the true future impact of climate
legislation, there is absolute certainty about one thing — as the battle on Capitol Hill
heats up, the success of ACES is by no means a fait accompli.

By Hewitt Roberts, hroberts@delphi.ca
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Incorporate the Cost of Carbon into your
Business Planning

Legislators in Canada, the US and Mexico are all in the process of defining laws that
will eventually see the development of carbon markets across the continent. This
legislation will ultimately move the engine of our economies away from traditional
fossil fuels and toward cleaner forms of energy in an attempt to mitigate climate
change. Clearly, a transformation of this magnitude will have profound economic
impacts and will invariably create both big winners and big losers.

Understandably, potential winners and losers have a vested interest in lobbying for
and against such change. Since June, when the Waxman-Markey bill passed a vote in
the US House of Representatives and cleared its first legislative hurdle, this is exactly
what has ensued. Lobbyists on both sides of the equation have been developing
economic impact predictions to support their case and cause.

Regardless of the motive behind these predictions and the ranges in the values
predicted, smart money will be on accepting that there will be a future price on a
tonne of carbon and it will likely be within the estimates presently being predicted.

Since June, a number of organizations including the US Energy Information
Administration, the Congressional Budget Office, and the US EPA have all made
predictions on the future price of carbon. Predictions range between $13 and $26 per
tonne in 2015; between $17 and $93 per tonne in 2020; and between $40 and $190
per tonne in 2030.

Obviously, the future cost of a tonne of carbon is uncertain and will ultimately be
determined by a wide number of variables and factors. However, forward-thinking
businesses should make their own estimates (likely within these ranges) and ensure
that the cost of carbon is included in capital decisions, acquisitions, divestitures,
compliance plans and corporate climate change strategies.

By Hewitt Roberts, hroberts@delphi.ca

Nova Scotia Power

Capped

Following through with its Climate
Change Action Plan, Nova Scotia has
introduced regulated caps on Nova
Scotia Power that will reduce
emissions  from the  power
generator by 25% over 2007 levels
by 2020.

Emissions in 2007 were about 10
million tonnes (46% of Nova Scotia’s
total GHG emissions) and under this
regulation emissions must fall to 9.7
million tonnes by 2010, 8.8 million
by 2015 and 7.5 million by 2020.

Since thermal coal power
generation accounts for so much of
the province’s emissions, setting
decreasing caps on this sector is
seen as a crucial step in adhering to
Nova Scotia’s Environmental Goals
and Sustainably Prosperity Act,
which calls for emissions reductions
of 10% over 1990 levels by 2020 (or
about 20% from today’s levels).

This goal is commensurate with
Nova Scotia’s commitments as
described under the New England
Governors and Eastern Canadian
Premiers Climate Change Action
Plan of 2001. Nova Scotia is also an
observer to the Western Climate
Initiative, an international
partnership dedicated to reducing
greenhouse gas emissions from
partner states and provinces.

By Jeff Beyer, jbeyer@delphi.ca
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North American Offsets System

Prime Minister Stephan Harper, US President Barak Obama, and Mexican President
Felipe Calderén met at the North American Leader’s summit in Guadalajara in early
August to discuss trilateral issues facing the three countries. Among security,
economic and trade issues, the leaders discussed a coordinated approach to
managing climate change and energy issues. On August 10th, they released the North
American Leaders' Declaration on Climate Change and Clean Energy to reaffirm their
commitment to tackling climate change and coordinating trading regimes and energy
efficiency standards.

Arguably the most important outcome of the declaration was the leaders’
commitment to “building capacity and infrastructure with a view to facilitate future
cooperation in emissions trading systems.” A future trading system would be
legitimized by the development of “comparable approaches to measuring, reporting,
and verifying emission reductions.”

Also of note was the mention of “sustainably managing our landscapes for GHG
benefits,” which includes forest, wetland, and cropland protection and enhancement.
This clause might portend increasing monetization of ecosystem services, which are
already being valued and marketed internationally through initiatives like the UN-
REDD Programme (Reducing Emissions from Deforestation and Forest Degradation).
Mexico already boasts among the world’s largest share of these projects.

All three countries stand to benefit from the possible inclusion of landscape
management in an offset system. Such a system would offer protection to Mexico’s
vast and threatened tropical forests and Canada’s Boreal forests and temperate
rainforests. Modifying the three countries’ agricultural practices could generate
significant sequestration opportunities. The US has a penchant for agricultural offset
projects and is giving them special attention as it continues to develop the American
Clean Energy & Security Act (ACES).

Rules on pollution are more lax in Mexico and labour is less expensive than in either
Canada or the US. It is therefore believed that Mexico holds many opportunities for
achieving GHG reductions at a lower cost than would be possible for many projects in
Canada or the US. Cheap reductions could translate into inexpensive carbon offsets,
which could be purchased by firms in Canada and the US to help them comply with
forthcoming domestic greenhouse gas regulations at a lower cost.

Both Canada and the US are in the process of developing national cap-and-trade
legislation, and a general framework for domestic emissions trading was announced
in April by Carlos Mufioz, director-general for international cooperation at Mexico’s
environment ministry. All three systems are being designed for easy integration, and
carbon offsets are expected to factor heavily into the suite of possible compliance
options for industrial emitters. Harmonized reporting, verification and measurement
standards might also help to obviate the complications associated with differing
eligibility rules, prices and values for ‘domestic’ versus ‘international’ offsets. The
current draft of ACES discounts the value of international offsets after 2017 because
it is argued that they are more difficult to verify and could be of lower quality. But
harmonization might allow for offsets to be treated equally across the continent,
therefore decreasing cost, bureaucracy, and risk.

If and when a North American continental trading system gets up and running, some
experts predict it will become a $1 trillion market by 2020, which would dwarf the
European Union’s Emissions Trading System, now valued at over $100 billion
annually. But a North American system hinges on the passage of ACES, which would
form the centerpiece of the program. Canada and Mexico have a few cards they can
leverage when hammering out a fair deal with the US, including their significant
energy resources and protections offered under NAFTA, but the US will most likely
dominate the regulatory conversation. Before there is any certainty, however, each
country must get its own house in order and pass legislation that allows for offsets
and that clears a path toward a coordinated and integrated continental emissions
trading system.

By Jeff Beyer, jbeyer@delphi.ca
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