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Breaking News

Budget Focus: Jobs, Green Economy

Ottawa, Jan 26. Green jobsandthe clean econony are thefocusof thefederal budge to be
announed later today, say gowernment and oppostioningders. Over $25billion of loans
and spending will bedirected at creating Ogreen collarOjobsby providing stimulusdollars
into renewvable energy, building retrofits, public transt, clean cars, training andother green
econony initiatives. Combined with an accelerated cap-and-tradesystem, theannounement
is earning applause fronE .

It isamoment for decisive action. The Pembinalnstitute recommendspolicies tha are
significant in scale yet evidence-based with a demondrable track record in creating jobsand
generating economic growth in relevant jurisdictions The Pembinalnditute has prepared the
following set of recommendaionsfor an econonic GurgeDaimed at stimulating the creation of
jobswhile hdping Canada private sector vault into the clean econory, al while meeting our
commitment to reduce pollution. Thefocusis on expanding and leveraging existing federal and
provinda programs and initiatives.

Our recommendaionsare guided by thefollowing objectives:
1) maximize job creation
2) stimulate private investment
3) prepare Canadal econony for GHG condraints
4) pay back thepublicinvestment asfast as possible
5) strengthen Canada® competitiveness

With recent announ@ments from U.S. President-Elect Barack Obama, it is clear tha our single
largest trading partne is guided by similar objectivesin its approach to address the economic
chdlenge

With these five objectivesin mind, our recommendaionsare for strategically targeted
investmentsin energy efficiency, renewable energy, public trangt, and the manufacturing of high
efficiency vehicles. We a'so recommend moving quickly to implement a cap-and-trade system
on greenhoug gas emissions This portfolio of recommendaionsis aimed at providing increased
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certainty for investorsin Canadain therapidly emerging Qrlean energy and infrastructureO
indudry. In the next few years, we expect tha thisindugry could leveragesignificant private
investments, create on the order of 50,000jobs, and put Canada® economy on course to be
competitivein aworld of increasing pressure to significantly reduce greenhou® gas emissions

Our recommendaionsare evidence-based usng pdicies with atrack record in comparable
jurisdictions We have tested ourideas with many stakeholders, induding busness, other non
profit organizations and academia. We congder this public investment to bemodest in scale,
given thechdlengebefore us Below, please find a summary of our recommended economic
stimulus portfolio, followed by additiond details for each.

For further information and idess, fed free to contact:
Marlo Raynolds
Executive Director, Pembinalngitute
cel: 403-607-9427
marlor@pembinaorg
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Summary of Recommendations

Federal
investment

Estimated
new jobs;l

Estimated GDP
contribution

Energy Efficiency: Protect low/fixed income households; help small business; lower costs for
schools and public buildings; stimulate commercial investments; support energy efficiency products
manufactured in Canada; increase the skills of our tradespeople

yrs)

1) Energy auditors, training and direct $3 B over 5 yrs 2,500B5,500 | $4.3BD$5.3B
investments over 5 yrs

2) Make capital available through low $2.5 B over 5 yr 14,500 b $4.8BD$5.9B
interest loans (1/2% below prime) (recover over 15 24,600 over 5yrs

Renewable Energy: Provide certainty for Canada® emerging renewable energy industry; kick-start a
National Research Network for Renewable Energy; energy self-sufficiency in the North

match funding)

yrs

3) Renew and expand ecoEnergy $2.8 B over 15 8,000 $6 B over 5 yrs
Program with specific set-asides for yrs
Northern and remote communities

4) National Research Network (provinces | $200 M over 10 700 $380 M over 5 yrs

Public Transit: Accelerate necessary public transit investments with a focus on infrastructure
technology manufactured in Canada (e.g. buses and light rail).

5) Direct investment in bus and light rail
infrastructure

$17.4 Bover5
yrs

20,500 b
42,700

$24BD$31 B
over 5yrs

average fuel efficiency to 45 mpg by 2020

Automotive Sector: Support automotive parts manufacturers to design, develop and provide parts
and services for high fuel efficiency vehicles (lighter materials, hybrid components); improve corporate

6) Low interest loans for retooling, invest
in R&D for high efficiency vehicles,
regulate to 45 mpg by 2020

TBD

TBD

TBD

of public investments

Cap-and-trade Policy: Help prepare the economy by designing and implementing a cap-and-trade
system, starting first with large point source emissions in 2010; auction all permits to cover the costs

7) Implement cap-and-trade on GHG
emissions

revenue through
auction

TBD

TBD

! Cautionary note: Job and GDP contribution estimates were estimated by applying M-level employment and output
multipliers from Statistics Canada (2005). Pembina acknowledges the limitation of using these multipliers. Due to
time and resource constraints an extensive modeling exercise with an input-output or CGE model could not be

performed. These numbers should be considered estimates and further analysisis required to adequately assess the
job and GDP impacts of each of these program areas.
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Energy Efficiency
Insulating Canada@ Economy Against Volatile Energy Prices

The Opportunity: Energy prices are volatile andfirst and foremog affect the security of low-
and fixed-income housholds and the profitability of our small busnesses. There are mgjor
untappead oppotunities for energy efficiency throughoutall sectors. A major scale up in energy
efficiency retrofits for housholds public and private buildingsand Canadian schools yieldsa
short-term dud benefit N suppoting growth in the condruction, manufacturing and building
supply sectors, while ddivering long-term cog savingsto taxpayers and homeowners. In
addition, in Canada, residential, commercia and institutiond buildingsdirectly and indirectly
produce more than onethird of ourtotal greenhou® gas emissions.

Commercia buildingsrepresent amajor untapped oppotunity for energy efficiency retrofits.
The440000commercial buildingsin Canada, providing 672 million square meters of floor
space, spend approximately $17 8 billionon energy annudly. Energy efficiency retrofitsin the
commercia building sector can result in upwardsof 50%redudionin energy consumption.

Suggested Actions

1) Direct Investments and Training ($2.5 Billionover 5 years + $500Millionfor training)

¥ Inject $25 billion over thenext 5 years into direct investments suppoting theretrofit and
re-commissioning of Canada® homes and buildings. This would not only putthousnds
of people back to work, butalso lower energy billsand free upincome jud like atax cut.
Investments should encourage upgrades tha go beyondbasic improvements by rebating
audit cogs on completion of high efficiency upgades, providing grants for selected high
efficiency produds/measures, and giving free technical advice. $1 Billion of the
investment would be earmarked for low-income homeowner &/ renter s/fixed income,
schools, and small businesses induding the multiple-unit soaa housng (MUSH)
sector.

0 Providevery low cod accessto energy auditorsfor small busnesses and housholds;
free access to low-income housholds schools and other pubiic buildings and
patialy subsdized access for larger commercia and indudrial buildings Auditors
would aso continueto providetechnical and financial advice throughoutthe retrofit
process, and enaure the upgraded building opeates at pesk efficiency.

0 Providefull fundingto directly ingal improvements to low-income housng and
schools throughCanadaMortgage and Housng Corporation, provinda govenments
and gas/electric utilities.

o Combination of tax rebaes and incentives for high efficiency products'measures
induding high-level insulation upgrades, high efficiency windows, integrated heating
and cooling systems, and solar hot water.

o Direct suppot for marketing of Canadian manufactured energy efficiency and solar
water heating systems.

2 National Roundtable on the Environment and Economy. Energy Related GHG Emissions in Canada 2050 Report.
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Energy Efficiency

¥ Longterm eduction and training, on-the-job expeience, certification and apprenticeship
programs are thekey to new goodjobsin the green energy sector. Budge 2009should
establish and finance a nationd program to train and certify auditors, renovaors,
ingallers, finanders, designas and opeators. Thiswould hdp tradespeople adgot thar
skills, and mobilize the network of trades-schools to provide intengve training programs.
This requires $500millionover 5 years.

o Direct investment in trades schools across Canadato provideintendve trainingin
energy efficiency and solar hot water indallations Every province becomes able to
offer atraining program for enoughtradespeople needed for the province®@
popuktion.

2) LowInterest Loans ($25 Billion madeavailable, paid badk over 15 years)

¥ Smart Energy Fund: For energy efficiency and small-scale renewable energy systems,
access to capital can bea primary barier. Budge 2009should establish a $25 Billion
Smart Energy Fundtha makes low interest loans (1/2% bdow prime) to homeowners,
busnesses, indugrial firms, and publc entities for energy efficiency technologies, staff
training, green building, and building-scale renewable energy technologies like solar
water heating. Finanang would be provided through finandal ingitutionsand
municipdities tha would beable to use avariety of finandang vehicles such as
performance contracting, green mortgages and local improvement charges. Loan terms
would beupto 10 yearsto allow savingsto be used to repay loans Large commercid
entities would berequired to match capital investment fromthar own funds Any suppot
for new condruction should be conditioned on thebuilding meeting the highest energy
efficiency standads such as R-20000r LEED Gold/Platinum

o Designae $1 billion of thefundfor loansto larger commercia and indugrial
facilities which mug be matched with thar own capital investment. Payment
schedule for theloansshould be 10 years. Expectationis distribution of theloansover
5years (first come, first serve), resulting in all fundspad back to thegovenment
within 15 years.

Expected Outcomes

¥ Targeted suppot for low-income housng retrofits makes a significant step towards
redudng Gnergy povetyQ This segment of thepopulationis least able to finance
retrofits yet is mog affected by increasing energy prices. Improvementsin housng
structure also provide hedlth, sodal and other bendfits. Every dollar saved in energy isa
dollar these households can invest back into their family@ well being.

¥ Scaleupof suppot for theretrofit of resdential housng could result in 20% of Canadian
housholdsbengimproved by 20122 Induding subsidized audits, technical suppot,
direct ingallation of low income improvements, and rebates/grants targeted at highe cos
longe payback items would result in more efficient use of federal funds(and matching
provinda fundg than rebaesfor all upgrades. Certification of renovaors will ensure
better qudity control as well as provide homeowners with clear, congstent information.

® Federation of Canadian Municipalities. Sustaining the Momentum: Recommendations for a National Action Plan
on Housing and Homelessness (January 23, 2008)
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Energy Efficiency

¥ Thebiggest barier for commercia and indudrial retrofitsislack of knowledgeof how
well thar facilities opeate and the oppotunities to improvethis opaation and take
advantage of efficient technologies (The Canada Green Building Coundl reports that
similar commercia buildingscan vary in energy use by up to three fold"). Thebest means
to removethis barier isthroughenergy auditors who can benchmark peformance
agang best practices, present a strong busness case with high returnson investment, and
providetechnical assistance throughout the re-commissioning process.

¥ Direct suppot to public facilities (schods, etc) hdpsmanage energy cods over thelong
term and provides avisible local example for homeowners and small busnesses.

¥ Investing in ourtrades and professionsand certifying ther peformance will ensure they
are equipped for agrowing demand in qudity indallation of energy efficiency and
renewable energy systemsin all sectors.

¥ Profiling Canadian manufactured systems (windows, furnaces, solar hat water, solar
walls, etc) suppots this sector in becoming more competitive in therapidly growing
North American and European markets for energy efficiency and building-scale
renewable energy produds and services.

¥ Usingexisting finanda ingitutionsand municipditiesto ddiver low interest loansfor
building efficiency will minimize transaction cods, provideadditiond employment, and
develop arobug knowledgeand capability all across the county. By requiring matching
investment for larger facilities, the public investment is leveraged while the effective cos
of capital issignificantly reduced for busness.

The Government of Canadais collaborating with provinces and territories on the promotion of
homes, buildingsand efficient equipment unde the Coundl of Energy Ministers Moving
Forward on Energy EfficiencyOprocess. All of theaboveinitiatives would suppot this
collaboration and leverage significant additiond suppott from provinces and territories.

* Presentation to National Advisory Council on Energy Efficiency, November 27, 2008
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Renewable Energy
Actions to Remain Competitive

The Opportunity: Theglobd indudry for low impact renewable energy has grown by 30%
annudly for over adecade With very strongsignds from the forthcoming Obama administration
the American market is expected to grow even faster in thecoming years, and Canadahas an
oppotunity to become amajor supplier to thismarket or to beleft struggling to compete for
investment. Canada@ only produdionincentive ($0.01/ kWh for renewable power) is already
oversubribed and fully allocated despite beng less than hdf of thevalueof its counerpat in
the United States®. Canadian innovaionsin solar PV and power storage are also being logt to
other counties because of lack of domestic markets®. If Canadais to successfully compete for
investment with the United States, the Canadian market needsa strong, stable policy signd. As
significant parts of Canada® e ectricity infrastructure are reaching the end of ther econonic
lives, renewable energy can bedeployed quickly, delivering energy, creating jobsand
developing innovaive solutionsfor cold climates. The suggested actionsbdow are focused on
hdping to enaure Canadaremains compditive in therenewable energy indugry, while also
finding uniqueCanadian niches to lead portionsof this rapidly growing globd indudry.

Suggested Actions

3) Expand ecoEnergy Program for Renewable Power with specific set-asdes for Northern and
remote communities ($2.8 Billiontotal spread over 15 years)

¥ With therenewal of this program, certainty can be provided to investors, developasand
manufacturers to proceed with wind, small hydro, geothemal, ocean and biomass energy
projects. Specia consderationsfor suppot of solar PV projects would complement
provinda market development programs in thisfastest growing globd energy market.

¥ Delaysor afailureto renew this program notonly risks sowing the momentum of the
burgeoning renewable energy indudry in Canada but also jeopadizes millionsof dollars
aready invested in partialy developed projects.

¥ Specific set-asides for remote communities will hdp reduce price volatility and increase
energy self-sufficiency for Northern communities and further develop themedium-scale
wind-turbine manufacturing base where Canadahas quietly developed aglobd
manufacturing niche

4) Renewable Energy Research Network ($20million per year for 10years)’

¥ Access matching provinda andindudria fundingto create a pan-Canadian research
network focused on overcoming technical bariersto increased renewable energy
deployment in cold climates, centralized power grids and diffuse popuktions This
funding would be used to develop and commercialize new technologies such as energy
storage (thermal and power), and grid management systems. It is expected tha provinces

® The United States offers a pre-tax production incentive of 2.1 cents US / kWh.

® Arise Technologies of Waterloo, ON recently set up a solar PV production plant in Germany. VRB of VictoriaBC
Pan innovator in flow battery technology Bwent out of business in November 2008.

" The US has the National Renewable Energy Lab with a$210 million annual budget.
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Renewable Energy

would match thefederal contribution and tha private funding would match 50% of
federd investment, for atotal of $50million per year into R& D and commercialization.

¥ |dentify and accelerate R& D and commercialization in nicherenewable energy
oppotunities such as power storage, geothermal, lignoalulosc ethanol, solar heat for
northern climates, and medium scale integrated wind power systems,

¥ Ultilize existing administrative infrastructures to oversee the research fundssuch as
NSERC in combinaionwith theNationd Energy Sugainability Sector Table and SDTC.

Expected Outcomes

¥ Providing clean energy to Canadian housholdsand indudry is agrowth busness,
Renewing the ecoEnergy Program for Renewable Power is the minimum required to keep
pace with development in the fastest growing energy source of the 21% century.

¥ Recent econonic modding indicates tha with a strong carbonprice, theelectricity sector
in Canadacan potentialy accountfor aredudion of 39.3 Mt in annud GHG emissions by
2020, relative to busness as usud.® Prompt action on expanding the ecoEnergy program
will enable an additiond 8,000MW of renewable el ectricity projects tha would
otherwise not proceed. Thisincreased indallment of low impact renewable power will
hdp Canadameet our target of 90% zero emission electricity by 202Q Withoutthis
incentive program, renewable electricity will behard pressed to compete with
conventiond fossil fud sources of electricity untl acarbonpriceisin place to correct the
existing market failure of not accouningfor pollution. A onecent-per-kWh-hou
incentive for carbonfree renewable electricity is approximately equivalent to a carbon
price of $50 pea tonneon average Furthermore, the development of low impact
renewable electricity, such as wind power, provides finanda benefitsin rural areas both
for landowners and municipdities.

¥ Enauring a specific set-asidefor Northern and remote communities will nat only increase
the self-sufficiency and sugtainability of Canada® Arctic communities, butwill also
foger the medium-scale wind turbine manufacturing capecity in Canada, where we
already have 50% of theglobd market share. Developing this technology domestically
opensthedoorfor export to thousndsof off-grid communities globdly.

¥ Beinganorthern county with centralized power gridsand a disperse popuktion, Canada
will face chdlenges at integrating large amourts of renewable energy before many other
counties do. Mobilizing Canada@ academic research and devel opment ability into a
coordinated naiond network will nat only create innovdive technologies, like power
storage and vehicle-to-grid systems, tha can beimplemented in Canadaand abroad, but
will also create the human capecity to assist in thecommercialization of these solutions

¥ Throughthese strategic investments by the goveanment of Canadato enhance the
deployment of renewable energy, we expect to see a contributionto GDP on the order of
$6.0 billion and creation of approximately 8,700green collar jobsin Canada

8 The Pembina I nstitute and David Suzuki Foundation. Deep Reductions: Strong Growth (December 2008) available
online: www.pembina.org/pub/1740
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Public Transit
Accelerating Investments

The Opportunity: A mgor oppotunity exists to accelerate much needed investment in trangt
systems and sugainable urban design across Canada Canadais oneof the mog urbanized
countiesin theworld, and home to some of themog livable cities. At the same time, our urban
infrastructure is aging and many of our cities are experiendng significant urban sprawl with
largdy inadequae and inefficient trandt systems. Canadais aworld leader in passenge train
manufacturing yet much of this expertise is not currently bang deployed here at home. Canadais
also amajor North American busmanufacturer.

Canadian trangt system opeators estimate they will need to invest $283 billion on expanson
and upgrading between 2008and 2012to meet projected demand. Thepressure on trangt
systems has increased in the past years as trangt has been identified as a key solutionto mobility
and redudng pollutionin our urban areas. Of thetotal required investment, only $109 billionis
possible within existing funding programs, with the remainde dependent on new commitments.®
Our recommendaionisfor thefederal govanment to rapidly close this fundng ggp to accelerate
the modenization of Canada@ pubiic transt systems.

Suggested Actions
5) Direct Investment in Bus and Light Rail Infradructure

a) Modenize existing public transit infragructure ($7 .6 billiontotal over 5 years)
¥ Providedirect suppot to municipd govenments to maintain and modenize existing
trangt systems.
¥ Providedirect suppot to municipdities to integrate trangoortation systemsin land-use
planning to gan the highest efficiency and ridership uptake possible.

b) Expand service capadty to meet groning demand ($9.8 billion total over 5 years)
¥ Providedirect capital suppot to municipdities and provinces to expand intra-urban
trangt and inter-urban trangportation systems (especialy in theWindsor-Montreal and
Calgary-Edmonton corridors) to hdp minimize urban sprawl and reduce congestion.
¥ Providesuppot for research and development of strategies that will promote inareased
ridership, modd shift, and sugainable urban design.

Expected Outcomes

Accelerating investments in public trangt will hdp ensure our cities remain healthy, vibrant and
livable, while redudng congestion and inareasing produdivity. Investments in buses, light-rail
train systems and high-speed commuter trainsare seen as critical components to an integrated
and efficient urban trangt system. Trangt is aso an important component of any plan to reduce
greenhou gas emissionsand urban air pollution. Further, the current dowdown in the Canadian
econony provides an opening for trangt condruction to be undetaken in amore cog-effective
manne. Theinvestments proposd here are expected to contribute $240 to $31.0 billion to the
Canadian econony as well as employ some 20500to 42,700 Canadians

® CUTA. Transit Infrastructure Needs for the Period 2008-2012 (February 2008). Available online:
www.cutaactu.ca/en/node/1628
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Automotive Sector
Green Retooling for High Efficiency

The Opportunity: Canadahasthe potential to maintain and enhance market share in theglobd
automotive and auto parts manufacturing sectors with strategic investments tha aretied to clear
environmental performance standads In aworld market that will increasingly privilege high
efficiency, and ultimately zero emission vehicles, any public suppot for auto manufacturers
should be condiiond on produdion of state-of-the-art fud-efficient vehicles.

Whileit should beacknowledged tha automobile and auto parts manufacturing is notthe most
efficient or environmentally soundmeansof providing persond trangportation, in the short and
mid-term thelack of appropriate infrastructure constrains Canadiansfrom adoping public forms
of trangportation. Our suggested actionsare focused on ensuring Canadians have access to, and
demand, themog fud-efficient vehicles in theworld while ensuring our automotive parts
manufacturing sector is globdly compstitive. Thefreight sector in Canadais aso a significant
source of GHG emissions with many oppotunities to reduce fud consumption.

Suggested Actions
6) Green Retooling and Fuel Efficiency

a) Adoptfud efficiency standardsfor Canadian automobiles of at leag 45 miles per gallon for
the Canadian fleet by 2020
¥ Throughtheadopion of highvehicle efficiency standads Canadacan encouragethe
development of an automotive manufacturing sector that remains competitive globdly
with growing demand for hybrid / plug-in hybrid and other high efficiency technologies
and components.

b) Providefinancial support for consumer awareness of high-efficiency vehicles
¥ Canadiansareincreasingly interested in doing everything tha they can to fightglobd
warming. Throughpublic awareness building, the Canadian govenment can hdp
Canadiansbegin to make smarter choices aboutwhat to look for in an environmentally
friendly automobile and assist the sector in achieving the 45 mpg by 2020fleet fud
efficiency standad.

¢) Provide support for a Green Automotive Sector Innovation Fund
¥ Inorder to assist our automotive sector in making thetrangtion to the 45 mpg by 2020
averagefleet fud efficiency standad, federal funding could be made available to hdp the
indugry shift produdion to high-efficiency vehicle technologies and vehicle-to-grid
systems. At thistime, we are unable to suggested a scale of investment required.
¥ Boog funding for the EcoEnergy for Freight program with an inareased focuson
commercialization of fud efficiency technologies.

Expected Outcomes

By meeting world-class fud efficiency standads”® the Canadian automotive sector will remain
more competitive as globd demand moves towards high efficiency vehicles. These initiatives
will aso hdp Canadareduce its own greenhou® gas emissions and keep more money inthe
podket of consumers as they spend lessonfud.

10 Examples of existing and emerging vehicle fuel efficiency standards: EU: 47 mpg by 2012, California: 42.5 mpg
by 2015, Japan: 35.5 mpg by 2010, China: 43 mpg by 2008.
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Cap-and-Trade Policy
Investments and Influence by 2010

The Opportunity and the Outcome: A cap-and-trade system linked with theU.S. isthe
prindpd tool that the Government of Canadahas said it will use to meet its commitment to
reduce GHG emissions Economc modding shows tha a strong cap-and-trade system can
maintain strong net job growth and GDP growth while modenizing Canada® economy.™

A well-designeal cap-and-trade system tha takes affect no later than 2010will:
¥ stimulate large-scale, near-term private investment in clean energy

¥ give Canadaatrack record of success tha maximizes Canadian influence over U.S.
palicy design

¥ provideasubgantial new source of revenueto pay for mgor public investmentsin
energy efficiency, renewable energy, susainable trangortation, and other clean
technologies.

If, ontheother hand, Canadian cap-and-tradeis ddayed until 2012 (the expected U.S. start dae),
the accompanying private investments will beddayed until busnesses have more certainty about
the Qules of the game,Oand the chances of Canadian influence over U.S. policy will begreatly
reduced. By taking action on cap-and-trade early, Canadawill gan much needed experience in
how the system will work and impact our econony, alowingusto bein amuch stronge
postionin the negotiationswith theU.S.

Suggested Action
7) Implement cap-and-tradeon GHG emissions

Environment Canadashould prepare cap-and-trade regulationsunde the Canadian
Environmental Protection Act for publicationin draft nolater than April 30, 2009 The
regulationsshould enter into force on Januay 1, 2010. Theregulatory framework previoudy
proposd by thegovenment will not be acceptable as a component of a North American system
because of its use of intengty targets and its complex compliance options Ingead, the
govenment should implement a system based on the prindples bdow; thiswill both limit the
regulationgOcomplexity and expedite their implementation.

Effectiveness and Fairness Principles

a) Set strong caps To ensure Canadameetsits overal target, the cap for 2020should be
propottiond to our naiond GHG target. For example, if Canada@ target isto reduce total
emissionsby 20%in 202Q then the cap should also reduce the emissionsit covers by 20%in
2020.Thecap levelsfor earlier years should represent a credible path towardsthe 2020l evel.
The system mugt initially cover at least al largeindugry and aviation, but a (road as practica O

"M K. Jaccard and Associates Inc., Preliminary Report N Exploration of a policy package to reduce Canadian
greenhouse gas emissions 25% from 1990 levels by 2020, December 3, 2008 (Vancouver, BC: MKJA, 2008).
Available online at climate.pembina.org/pub/1740.
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Cap-and-trade Policy

approach (induding all emissonsfromfud combustion, which would result in about80% of
Canada@3total emissonsbeng covered) would maximize the system@ fairness and
effectiveness.

b) Auction off permits. President-elect Obama has committed to a cap-and-trade system in which
100%of the permits are auctioned. Audioning is congstent with the Qoolluter paysOprindple
and provides an advantageto firmstha have taken early action to cut emissions auctioning
100%of permits makes the system very simple and quick to implement. Government revenues
would be subdantial: a system covering 80% of Canada® emissions with amodest permit price
of $50tonne would initialy raise about$29billion annudly.

c) Providetargeted protection. A portion of the auction revenuecan be set aside to protect
(i) indudry sectors agang impects oninternaiond competitiveness, and (ii) low-income
individuds agang inareased cods. Sectors shoud receive such protection only following an
indgpendent assessment of their vulnerability based on thefollowing factors: trade exposure,
compliance cods as share of profits, return oninvestment net of compliance cods, and globd
mobility.

d) Maintain the integrity of the system. Theuse of ffset creditsOfor compliance with the
system should be strictly limited or avoided altogeher. Offset credits represent emission
redudionsthat take place outsidethecap, but experience shows tha it is very hard to avoid
crediting redudionstha would have hgppened Gainyway.O

Expected Outcomes
By bangafirst mover in North Americain designing and implementing a cap-and-trade system,
we will:

¥ provideincreased certainty to ourindugry,

¥ prepae oureconony for thehighe carbonprices tha will be needed to make redudions
in our emissions

¥ beableto more effectively influence thedesign of a North American system, and

¥ generate revenuefor targeted investments back into the economny which accelerate the
development and commercialization of low emission technologies.
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Annex 1: Useful Resources

Energy Efficiency
¥ Enegy Efficiency Working Group of the Energy Sugdainability Sector Table. Publication
series: www.tddsca/default.aspdang=en&n=ED717E3F1

¥ Federation of Canadian Municipdities. Sugaining the Momentum Recommendaionsfor
a National Action Plan on Housng and Homel essness (Januay 23, 2008)

¥ NRCan. "Comprehensve Energy Use Database” Government of Canada (2008)available
online oee.nrcan.gc.cal/corporate/statistics/neud/dpacomprehensve_tablesindex.cfm?fu
seaction=Selector.showTree

Renewable Energy
¥ Green Budge Codition: www.greenbudgé.ca/main_ehtml
¥ Canadian Wind Energy Assodation: canwea.ca/
¥ Clean Air Renewable Energy Codition: www.cleanarrenewableenergycodition.com/

Public Transit
¥ CUTA. Transt Infragructure Needsfor the Period 20082012 (February 2008)
Available online www.cutaactu.ca/en/nod€1628

¥ Fedeaation of Canadian Municipdities. National Transt Strategy (March 5, 2007)

Automotive Sector
¥ Merrill Lynch. QAlternaive for the clean car revolutionQ(November 2006.

¥ CAW. "TheAuto Indugry and Climate Change' (2008)

Cap-and-trade

¥ Matt Horne Cap andTrad: Reduang Pollution, Inspiring Innowation (Drayton Valley,
AB: ThePembinalngitute, 2008) Also available online at
climate.pembinaorg/pub/1616

¥ Matthew Bramley and Clare Demerse, The Pembina I ngtitute® Perspective on Carbon
Pricingin Canada(Drayton Valley, AB: The Pembinalnditute, 2008) Also available
onlineat climate.pembinaorg/pub/1584

¥ Barack Obanma andJoeBiden: New Energy for America, 2E8. Available online at
www.barackobama.conVpdf/factsheet_energy gpeech 080308cdf.
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