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It has been thirteen years since Canada !rst 
committed, under the G20, to phase out ine"cient 
fossil fuel subsidies. Since then, the subsidy !le 
has shi#ed substantially. International leaders 
and experts, such as the Executive Director of the 
International Energy Agency57 and the Secretary-
General of the UN,58 have stressed that net-zero is 
not possible without removal of fossil fuel subsidies 
and an end to public !nance for fossil fuels. 
Despite advancing the timeline of its commitment 
to phase out fossil fuel subsidies from 2025 to 
2023, Canada remains the slowest to phase out 
overall support for fossil fuels among G20 OECD 
countries.59 Canada’s progress on the G20 subsidy 
peer review with Argentina is signi!cantly behind 
schedule and approaching the four-year mark; peer 
reviews from other countries have been completed 
in 12-18 months. $e Department of Finance has not 
yet provided details on which tax measures are being 
assessed and ECCC has yet to provide an update on 
the results from the 2019 consultations on non-tax 
subsidies.60

Some fossil fuel subsidies may appear to have 
environmental or social bene!ts, but these are far 
outweighed by the costs from distorting the market, 
prolonging fossil fuel production, worsening 
pollution, and opportunity cost in relation to a just 
transition. Transparency and accessible information 
around subsidies is critical.

Subsidy and public finance levels
In 2021, federal fossil fuel subsidies and supports 

57  Fiona Harvey, “No new oil, gas or coal development if world is 
to reach net zero by 2050, says world energy body.” https://www.
theguardian.com/environment/2021/may/18/no-new-investment-in-
fossil-fuels-demands-top-energy-economist 
58  UN News, “End Fossil Fuel Subsidies, Bolster Funding for Renewable 
Energy Particularly in Africa, Secretary-General Tells Round Table on 
Clean Power Transition.” https://www.un.org/press/en/2021/sgsm20530.
doc.htm
59   Anna Geddes et al., “Doubling Back and Doubling Down: G20 
scorecard on fossil fuel funding.” https://www.iisd.org/publications/g20-
scorecard
60  O"ce of the Auditor General of Canada, “2019 Spring Reports of the 
Commissioner of the Environment and Sustainable Development to the 
Parliament of Canada: Report 4—Non-Tax Subsidies for Fossil Fuels—
Environment and Climate Change Canada.” https://www.oag-bvg.gc.ca/
internet/English/parl_cesd_201904_04_e_43310.html

totalled at least $8.6 billion, including direct transfers 
and foregone tax revenues as well as public !nancing, 
as through Export Development Canada.61

In Budget 2022, the government introduced an 
investment tax credit for carbon capture, utilization, 
and storage (CCUS) while failing to advance 
promised tax credits for renewable technologies.62 
$e Green Budget Coalition considers that the costs 
of reducing emissions in oil and gas production and 
other high-emitting industries should be borne by 
industry in line with the polluter pays principle. 
$is CCUS tax credit incentivizes fossil fuel 
production and thus slows the transition to non-
polluting energies. When the investment tax credit 
is combined with other incentives for CCUS, it risks 
providing windfall earnings to these projects.
At COP26 in Glasgow, Canada joined a historic 
commitment to end international fossil fuel !nance 
and redirect that support toward clean energy by the 
end of 2022.63 Yet new research shows that Canada 
had the greatest public !nance for fossil fuels from 
2018-2020, providing an average of $11 billion per 
year, and is poorly ranked in its progress on meeting 
the Glasgow commitment on public !nance.64 $us, 
Canada needs to move quickly this year to deliver 
on this commitment by ending all international 
fossil fuel !nance, alongside domestic public 
!nancing, and reorienting those funds towards clean 
technologies.

Potential for emerging subsidies
Lastly, as the government rolls out its national 
hydrogen strategy, decisions about Canada’s future 
role in the emerging hydrogen market must be 
made. Oil and gas interests see investments in fossil 
61   Julia Levin, “Buyer Beware: Fossil Fuel Subsidies and Carbon 
Capture Fairy Tales in Canada.” https://environmentaldefence.ca/wp-
content/uploads/2022/03/Buyer-Beware-FFS-in-2021-March-2022.pdf
62  Government of Canada, “Chapter 3: Clean Air and a Strong 
Economy.” https://budget.gc.ca/2022/report-rapport/chap3-en.html
63  Kyle Bakx, “Canada to stop !nancing fossil fuel projects abroad by 
end of 2022.” https://www.cbc.ca/news/business/bakx-cop26-fossil-fuel-
subsidies-1.6236636
64   IISD, Oil Change International, Tearfun. “Turning Pledges Into 
Action: How Glasgow Statement signatories can meet their commitment 
to shi# international public !nance out of fossil fuels and into clean 
energy by the end of 2022.”   https://www.iisd.org/system/!les/2022-06/
turning-glasgow-statement-into-action.pdf 
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fuel-derived hydrogen as a way to search for a new 
market for their products as the world transitions 
away from oil. Fossil fuel-based (including “blue”) 
hydrogen is not free of carbon emissions and relies 
on expensive carbon capture and storage (CCS) 
technology. Subsidies should be directed instead 
towards renewable (“green”) hydrogen. $e urgency 
of the climate crisis and the need for rapid emissions 
reductions means new government investments 
must be focused on carbon-free energy systems. It is 
critical that newly announced funding measures such 
as the $1.5 billion for the Low Carbon and Zero- 
Emissions Fuels Fund prioritise renewable hydrogen 
to remain competitive in global markets and avoid 
lock-in of emissions-producing assets.65

Recommendations:
For nearly two decades, the Green Budget Coalition 
has been calling for fossil fuel subsidy reform, 
and this is the !#h consecutive year that we have 
been calling for timely action to phase out fossil 
fuel subsidies in line with Canada’s international 
commitments. $e recommendations are reiterated 
here with renewed urgency given the timelines of 
the government’s commitments and the escalating 
climate crisis:

65  For examples, see: Agora Energiewende, “Towards a climate-neutral 
Germany.” https://www.sti#ung-klima.de/app/uploads/2020/10/KNDE_
Executive-Summary_EN_WEB.pdf

1. Commit to not introducing any new subsidies 
for fossil fuels. [FIN, NRCan, ISED, ECCC]

2. Phase out fossil fuel subsidies by 2023 with 
robust de!nitions:
a. Complete a transparent G20 peer review with 

Argentina, using the internationally agreed 
upon World Trade Organization (WTO) 
de!nition, including public !nance elements, 
and robust criteria for “e"ciency”, as outlined 
in a recent IISD and Equiterre brief.66 [FIN, 
ECCC]

b. Publish the results of Canada’s long overdue 
self-review by fall 2022. [FIN, ECCC]

c. Act upon the self-review and peer-review 
results by 2023 to eliminate fossil fuel 
subsidies that do not meet the e"ciency 
criteria. [FIN, ECCC]

d. Release clear, detailed information on 
amounts of all federal fossil fuel subsidies and 
supports (updated annually), based on the 
WTO de!nition. [FIN]

3. Redirect current subsidies and supports 
from fossil fuels to clean technologies such 
as investment tax credits and public !nance 

66  Émile Boisseau-Bouvier and Laura Cameron, “Identifying Ine"cient 
Fossil Fuel Subsidies in Canada” (2022). https://www.iisd.org/
publications/brief/identifying-ine"cient-fossil-fuel-subsidies-canada 
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for green technology including renewable 
hydrogen, batteries, and energy storage.

4. Re-orient public !nance, particularly from 
Export Development Canada [FIN, GAC]:
a. End Export Development Canada’s 

support for fossil fuels in the short term 
(including through the Canada Account) by 
implementing robust exclusionary policies 
that include indirect support;

b. Align EDC’s entire portfolio with Canada’s 
climate commitments and a 1.5°C degree 
scenario. Substantially improve EDC’s target 
for reducing carbon-intensive investments 
and develop concrete plans for reducing these 
investments in order to support the transition 
to clean energy;

c. Adopt strict de!nitions of “limited and clearly 
de!ned exceptions” and “unabated” that 
ensure against fossil fuel lock-in, including for 
gas;

d. Increase transparency on transactions, 
conditions applied, and GHG emissions 
associated with investments; and

e. Work with the other Glasgow Statement 

signatories to encourage other countries 
to join this initiative and to cement their 
joint commitments into international policy 
processes including at the major multilateral 
development banks, in the G7, G20, and the 
OECD. Collaborate with low- and middle-
income signatories to ensure that Canada’s 
implementation e%orts respond to their 
transition needs.

See also Advancing a zero-emissions electricity grid 
based on renewables, earlier in this document.

Contacts
Laura Cameron - lcameron@iisd.ca 
Marc-André Viau - maviau@equiterre.org 
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