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ESG is on the rise

Climate change is the top material ESG issue for the Energy sector, requiring action 
and investment due to climate change transition risk. 

Governance
► Business ethics & 

transparency
► Management of the legal & 

regulatory environment
► Critical Incident Risk 

Management

Environmental
► Climate Change (Greenhouse 

Gas emissions/methane 
emissions)

► Water management
► Biodiversity impacts 
► Land usage 

Social
► Human Rights
► Human Rights & Rights of 

Indigenous Peoples
► Community relations
► Workforce health & safety



The rise of 
importance of ESG 
is being primarily 
driven by investors

References:
1. EY, “How will ESG performance shape your future?” 2020. <Link>

https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/assurance/assurance-pdfs/ey-global-institutional-investor-survey-2020.pdf
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ESG is not “Sustainability 2.0”
► Sustainability is an evolving and catch-all term for capturing a broad range of company initiatives 

that involve the notion of “doing well by doing good” 
► ESG comprises metrics used by capital markets to assess companies’ performance and identify 

superior risk-adjusted returns

ESG is not driven by regulatory requirements
► Regulatory requirements set minimum performance standards to address air, water, waste 

management, duties to consult communities and stakeholders, and other issues, and compel 
compliance through enforcement monitoring and legal sanctions

► ESG performance data may involve regulatory requirements, however, ESG strategy and disclosure 
are responses to investor-driven expectations and demand, and based on factors beyond 
regulatory requirements

ESG is not a desktop exercise
► ESG strategy and disclosure are integrated with corporate strategy and involve the entire 

enterprise
► ESG requires engagement across the organization from Senior Leadership to Operations. ESG 

requires strategy and integration into daily decisions and activities, and is more than an annual 
reporting exercise



The business 
community has yet 
to converge around 
a global standard 
ESG but 
standardization is 
coming.

Source: https://www.ft.com/content/b9bdd50c-f669-3f9c-a5f4-c2cf531a35b5
Source: https://www.bloomberg.com/opinion/articles/2020-01-27/the-alphabet-soup-of-responsible-investing-needs-a-good-stir
Source: https://www.ifrs.org/news-and-events/2020/09/ifrs-foundation-trustees-consult-on-global-approach-to-sustainability-reporting/

https://www.ft.com/content/b9bdd50c-f669-3f9c-a5f4-c2cf531a35b5
https://www.bloomberg.com/opinion/articles/2020-01-27/the-alphabet-soup-of-responsible-investing-needs-a-good-stir


Recent initiative led 
by the World 
Economic Forum-
International 
Business Council 
(WEF-IBC) intends 
to act as a catalyst 
for future 
alignment of ESG 
standard setters

The WEF-IBC in collaboration with Bank of America, EY, 
Deloitte, PWC and KPMG, launched a project focused on 
identifying a shared set of metrics that allow businesses 
to better demonstrate their contributions toward long-
term value creation and the UN Sustainable Development 
Goals (SDGs).

The metrics selected through this process support four 
interconnected pillars, aligned to the UN Sustainable 
Development Goals, and integral for driving long-term 
value.

Principles of 
governance ProsperityPlanet People

Both core and expanded metrics leverage metrics from existing standard setters (e.g., 
GRI, SASB) and frameworks (e.g., TCFD) with many already being frequently reported

https://www.weforum.org/reports/measuring-stakeholder-capitalism-towards-common-metrics-and-consistent-reporting-of-sustainable-value-creation


Navigating the 
framework 
“alphabet soup”

A variety of voluntary frameworks exist to manage and disclose ESG performance. Leading practice is to develop 
a corporate ESG strategy and story agnostic of a particular framework, and then leverage frameworks that align 
with strategic priorities to help measure and disclose performance.

Reporting Frameworks: 

►A number of ESG reporting standards provide guidelines 
that identify ESG topics that are important for companies 
to disclose based on their sector and how ESG disclosure 
should be presented

► Following an ESG reporting standard increases the trust 
and credibility of the issuer’s report.

Rating Agencies: 

►A number of ESG rating agencies provide indices, portfolio 
risk and performance analytics, and governance tools to 
institutional investors and hedge funds

►ESG rating agencies research and rate organizations 
according to their exposure to industry-specific ESG risks 
and the organizations’ ability to manage those risks relative 
to peers

► Investors are using ESG ratings and research to inform their 
investment decisions

Sustainability Accounting 
Standards Board (SASB)

Financial Standards 
Board (FSB) - Taskforce 

on Climate Financial 
Related Disclosure (TCFD)

Global Reporting 
Initiative (GRI) WEF IBC: Measuring Stakeholder 

Capitalism: Toward Common Metrics 
and Consistent Reporting of Sustainable 

Value Creation

Dow Jones Sustainability IndexCarbon Disclosure Project

Institutional Shareholder 
Services Index

Sustainalytics IndexMorgan Stanley Capital 
International Index

Vigeo Eiris Index



Since the launch of 
this project, several 
standard setters 
have taken steps 
towards 
convergence, and 
business adoption is 
expected to 
accelerate this 
move



► Canadian Federal Government announcement of carbon pricing - $170 by 2030

► Merger of two prominent ESG frameworks, the Sustainability Accounting Standards Board (SASB) and 
International Integrated Reporting Committee (IIRC), to form the Value Reporting Foundation

► Canadian pension funds call for improved ESG disclosure and endorse SASB and TCFD

► Joe Biden chose John Kerry to lead on Climate Change and will elevate climate to the national security 
portfolio.

► The FSB is warning of climate risk and impact to stability of financial system and markets

► IFRS consultation on standardization of ESG disclosure is ongoing; responses are due by December 31

► Canada’s Net Zero announcement: The Canadian government tabled climate “accountability” legislation set 
emissions targets into law. The Bill C-12 , the “Canadian Net-Zero Emissions Accountability Act,” creates a 
legal requirement for the federal government to release action plans to hit a series of targets on the path to 
net-zero emissions by 2050 — a key milestone considered necessary to avoid the worst consequences of 
climate change this century

► CSA Group is currently leading the development of a “Transition Finance Taxonomy” as part of a National 
Standard of Canada for Transition Finance. This work was initiated based on the recommendations put 
forward in the Government of Canada’s Expert Panel on Sustainable Finance Final Report dated June 2019

► U.K. requiring companies to report on Climate Change by 2025 – the first country to make disclosures about 
the business impacts of climate change mandatory

There have been 
material 
developments this 
month alone on 
ESG (including 
climate change).



Sustainable finance 
is on the rise



Climate change is 
the most material 
ESG issue for the 
Energy sector

► The Taskforce on Climate-related Financial Disclosures (TCFD) 
- is being used by investors and issuers alike to better assess, 
manage and disclose climate change risks to companies and 
portfolios.

► In December 2015, the Financial Stability Board (FSB) 
established the TCFD to develop recommendations for more 
efficient and effective climate-related financial disclosures 
that would:

► “promote more informed investment, credit, and 
insurance underwriting decisions” and, 

► “enable stakeholders to understand the concentrations of 
carbon-related assets in the financial sector and the 
financial system’s exposures to climate-related risks.”

► Oil and gas decarbonization is critical for companies to be 
sustainable in a low-carbon future. A key factor in 
demonstrating governance on climate risk is by setting 
decarbonization targets. The number of companies setting 
public targets is increasing exponentially.



Climate change is 
the most material 
ESG issue for the 
Energy sector

► The Taskforce on Climate-related Financial Disclosures 
(TCFD) - is being used by investors and issuers alike to 
better assess, manage and disclose climate change 
risks to companies and portfolios.

► Voluntary in Canada (to date); endorsed in 2019 
federal budget.

► UK and Australian governments now making TCFD 
disclosure mandatory.

► Companies and investors should disclose how they 
govern climate risk, carbon emissions, and emissions 
intensity to decrease emissions over time.

► Information about climate governance and risk 
management should be included in all financial filings. 

► When material, disclosures related to implications for 
strategy and metrics and targets should be provided in 
financial statements

Source: Task Force on Climate Related Financial Disclosures. “Final 
Report: Recommendations of the Task Force on Climate-related 
Financial Disclosures.” (June 2017)



Carbon pricing 
landscape

► $30/tonne

$40/tonne

NEW ONTARIO 
EPS



Part 1 of the Act 
− Fuel charge
Legal challenges

► Supreme Court of Canada: the federal government claims the fuel charge is of 
“national importance”, while the provinces of Saskatchewan, Ontario, and Alberta 
say it is provincial jurisdiction. \

► In February 2020, in a 4-1 majority decision, the Alberta Court of Appeal found the 
federal carbon tax unconstitutional.

► In May 2019, in a 3-2 decision, the Saskatchewan Court of Appeal found that the 
federal government does have the constitutional power to implement a carbon tax 
in provinces that don’t have a carbon price of their own; the Government 
appealed the decision to the Supreme Court of Canada.

► In June 2019, in a 4-1 majority decision, the Ontario Court of Appeal found the 
federal carbon tax constitutional, and part of the national concern of the federal 
government



Government 
Announces 
$170/tonne.

► Increasing from $30 to $170 by 2030
► New increases begin in 2023, by $15/tonne per year
► The good news: opportunities in renewables

► In December 2020, the Government also announced:
► A review of the benchmark criteria;
► the “Net-Zero Challenge”; and
► and a “Low-carbon and Zero-emissions Fuels Fund”



Fuel charge / 
Carbon Tax (inputs) 
vs 
Output-Based 
Pricing System 
(outputs)

Greenhouse Gas Pollution Pricing Act or 
equivalent provincial program

► Applies to persons who 
produce, distribute, or use 
fuel e.g.

► Refineries

► Fuel distributors

► Transportation 
companies

► Industrial fuel users

► Pay a charge when fuel is 
delivered or for certain 
specific circumstances when 
its used

► Applies to large industrial emitters who 
run covered facilities.

► Two criteria to qualify as a covered 
facility: 

► 1) Emissions: 
► at 10,000 tonnes of CO2e it is 

voluntary and at 50,000 tonnes of 
CO2e it is a mandatory registration

► 2) Activities:
► Processing of crude
► Upgrading of bitumen
► Steel production
► Mining
► Generation of electricity (using 

fossil fuels)
► Processing potatoes and corn
► Processing NG
► several more…

NO OVERLAP



Practical Issues - OBP  
Aggregate Facility 
Stationary Emissions 
AB 

► The Ministry of the Environment (AB) includes only “Stationary Emissions” in 
TIER Aggregates

► The relevant definition specifically excludes flaring:

Stationary fuel combustion (SFC) sources are devices that combust solid, 
liquid, or gaseous fuel, generally for the purposes of providing useful heat or 
energy for industrial, commercial, or institutional use. …. This source 
category does not include flare emission sources or waste incineration.“

► Question becomes if the emissions are excluded from reporting under the OBPS, 
is the fuel use still excluded from fuel charge application under Part 1 of the 
GGPPA. 

► Federal Government is currently considering the issue



Practical Issues -
OBPS: 
The Two Output 
Issue

► Many clients are diversifying their oil and gas facilities to produce 
additional outputs e.g.: 

► Data mining /bitcoin mining.

► Electricity 

► Heat

► Questions are currently being asked about how to set targets and 
report emissions under the relevant OBPS in AB and SK in these 
circumstances. 



Remittance of fuel 
charge

Producer 
(registered distributor)

Importer from outside Canada 
(registered)

Crude
(not a fuel)

CRA

Production

Charge buried in 
fuel price

No Charge Retailer
(non-registered)

Charge 
applied to 

fuel

Specified air, marine & rail 
carriers (registered)

Road carriers
(registered)

Distributor
(registered)

Consumers
Charge buried 

in fuel price

FUEL

Remit
charge

Air, marine & rail 
carriers 

(registered)

User (registered)

Emitter (OBPS)

Charge 
applied to 

fuel



Practical Issues -
Fuel Charge:  
Inter-Provincial 
Exports

► Inter-provincial exports

► Non-registered person buys fuel in a listed province (e.g. AB), but uses or 
distributes it in BC. 

► There are provisions for exempting fuel (i.e. providing a fuel rebate) 
exported from Canada by a non-resident ( s. 5 of the fuel charge 
regulations)

► If a person is not registered and pays the fuel charge in AB and exports the 
fuel to BC – Double Tax. 

► No statutory or administrative relief.

► Only option is to voluntarily register as a registered distributor.  

► 55(3)(b) the person carries on the business of selling, delivering or 
distributing fuel of that type and, in the ordinary course of that 
business, removes fuel of that type from a listed province;

► However, concept of tax included fuel does not exist in the GGPPA.  
Meaning you cannot treat the export alone. 

► All fuel, even if 99% is used in AB and 1% is exported has to be 
covered by the distributor exemption (reporting nightmare / planning 
opportunity)



Practical Issues -
Fuel Charge: 
Rebates for 
Assessed Periods

► No rebate for the fuel charge paid in error by a recipient of a fuel. 

► Distributor and not the government determine the rebate and pay the 
recipient (e.g. where a fuel exemption form is provided late). 

► There is a rebate available to the distributor for an amount paid in 
error within 2 years, but …: 

► 1) Up to distributor to choose whether to refund the recipient. 

► 2) Issues arise on the rate change (i.e. new rebate is issued on 
current return with current rate not rate in place when rebate was 
available).

► 3) Rebate is not available if the relevant return has been assessed 
(49(3) GGPPA)



The long-term 
value approach 
has been validated 
through EPIC, and 
informs both EY’s 
strategy and our
work with clients

► Embankment Project for Inclusive Capitalism (EPIC) was an 18 month collaboration between 
the Coalition for Inclusive Capitalism and EY

► Worked with over 30 asset managers, asset owners and companies, representing over $30 
trillion in assets under management

EY role in the Embankment Project for Inclusive Capitalism (EPIC)

► Published the EPIC report in 2018, which introduced the long-term value approach, value 
pillars, and supporting metrics

1. https://www.epic-value.com/
2. http://www3.weforum.org/docs/WEF_IBC_Measuring_Stakeholder_Capitalism_Report_2020.pdf

https://www.epic-value.com/
https://www.epic-value.com/
https://www.epic-value.com/
http://www3.weforum.org/docs/WEF_IBC_Measuring_Stakeholder_Capitalism_Report_2020.pdf
https://www.ey.com/en_gl/news/2019/12/ey-ripples-program-aims-to-positively-impact-the-lives-of-1-billion-people-by-2030


Contacts
Meghan Harris-Ngae
Partner & Western Canadian Leader 
Climate Change, EHS & Sustainability Services

Telephone: (403) 206 5030
Email: Meghan.Harris-Ngae@ca.ey.com

Meghan Harris-Ngae
Partner & Western Canadian Leader 
Climate Change, EHS & Sustainability Services
Telephone: (403) 206 5030
Email: Meghan.Harris-Ngae@ca.ey.com

Thomas Brook
Partner 
Business Tax Advisory
Telephone: (416) 943 2117
Email: Thomas.brook@ca.ey.com

Laura Jochimski
Senior 
Business Tax Advisory
Telephone: (403) 592 9945
Email: laura.jochimski@ca.ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build trust 
and confidence in the capital markets and in economies the world 
over. We develop outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In so doing, we play a critical 
role in building a better working world for our people, for our 
clients and for our communities.

EY refers to the global organization, and may refer to one or more, 
of the member firms of Ernst & Young Global Limited, each of which 
is a separate legal entity. Ernst & Young Global Limited, a UK 
company limited by guarantee, does not provide services to clients. 
Information about how EY collects and uses personal data and a 
description of the rights individuals have under data protection 
legislation is available via ey.com/privacy. For more information 
about our organization, please visit ey.com.

© 2020 EYGM Limited.
All Rights Reserved.

EYG no. EYG no. 005584-19Gbl

GA 1013952 

ED None

This material has been prepared for general informational purposes only and is not 
intended to be relied upon as accounting, tax or other professional advice. Please refer to 
your advisors for specific advice.

ey.com
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