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“To be frank — on the oil sands, we've got to do a better job environmentally. We hear a lot
- of pressure on that.”

— Prime Minister Stephen Harper'

“We're operating this thing like it was the Klondike, and it's not the Klondike. We're going to
be there for a century or more. We need to be able to stand up for the oil sands and ask the
oil industry to do better. These communities need to become environmentally sustainable,
but they also need to become socially sustainable.”

- Hon. Michael Ignatieff, Leader of the Official Opposition?

“We have called for a halt to any new approvals of tar sands development until there’s a plan
in place to address the concerns and health consequences for the people of not only Fort
Chip but right across the north....Otherwise what are the next generations of Canadians
going to ask us? They're going to say “who was in charge when this mess was created? Who
was demonstrating so called strong leadership when the north was poisoned?” And | believe
it's time for the kind of leadership that says were not going to allow that to happen.”

— Hon. Jack Layton, Leader of the New Democratic Party?

“If they want to produce that kind of oil, the players have to pay the consequences of their
own production....What we're basically saying is that we should put an end to preferential
treatment of oil companies.”

- Hon. Gilles Duceppe, Leader of the Bloc Québécois*

INTRODUCTION

Canada has no choice other than to address the growing impacts of the oil sands industry. Pollution
from the industry is rising, the landscape is being damaged by unfettered development, and there are
plans to double production over the next few years, which will only increase the damage. Furthermore,
the oil sands are preventing Canada from transitioning to a clean energy economy and tackling global
warming. Ottawa has so far failed to live up to its duties to enforce existing federal environmental laws
in the oil sands and to chart a sustainable future for Canada. The resulting mismanagement and growing
controversy leaves Canada no choice other than to address the growing impacts of the oil sands.

Countries around the world are making significant investments to retool their economies for the new
industrial revolution — the shift to clean, renewable energy and the phase-out of polluting fossil fuels.
Dwindling global oil supply, rising oil prices, concerns about energy security and efforts to combat
global warming are driving the international clean energy boom. In fact, if the world wants to contain
climate change to less than two degrees Celsius of warming to reduce the risks of catastrophic impacts,
developed countries like Canada will need to virtually eliminate emissions from fossil fuels from their
economies by 2050.

In this context, exploiting the oil sands — bringing to market fossil fuels with an even higher carbon®
impact than those we are already using — is a step in the wrong direction if we are to transition to clean
energy. There is also growing awareness of the water and air pollution, habitat loss and impacts on First
Nations of oil sands production. This has led to a growing international controversy over the oil sands,



and is hurting Canada’s reputation abroad.
Investors and consumers are now seeing the
risk associated with oil sands, and are calling on
Canada to address the environmental impacts.

Furthermore, the role of the oil sands within the
national climate and energy debate has become
a source of inter-provincial friction as concerns
mount over the impact of rising oil sands
emissions on other provinces, and some regions
experience manufacturing job loss stemming
from the way oil exports are driving up the
Canadian dollar.

While Environment Minister Jim Prentice recently
signalled that the federal government may re-
engage in the oil sands when he appointed a
panel of science experts to review water pollution
monitoring in the Athabasca River, to date the
federal government has been largely absent in
dealing with the environmental management of
Canada’s oil sands. Despite occasional “tough
talk” and vague statements about the need for
improvements, the federal government has failed
to meets its responsibility to enforce existing
federal laws and to follow through on promises
for new ones. Instead of fixing the problems
through effective regulations to manage
cumulative environmental effects, the federal
government has been lobbying governments in
the U.S. and the E.U. in an attempt to shield the
industry from environmental measures elsewhere.
Yet, by allowing the oil sands problems to

grow in the absence of clear limits to protect

the environment, the federal government is
instead setting up the industry for even greater
controversy and risk in the future.

CANADA HAS LOST APPROXIMATELY 66,000 NEW
JOBS OVER THE LAST TWO YEARS THAT WOULD
HAVE BEEN CREATED IF WE WERE INVESTING IN
THE RENEWABLE ECONOMY AT THE SAME LEVEL
(PER PERSON) AS THE U.S.



FEDERAL DUTIES IN THE OIL SANDS

The federal government has both the authority to implement policies to minimize environmental harm,
and a legal obligation to do so under several federal laws. For example:

Fisheries Act: The federal Fisheries Act deals with the management of Canada’s fisheries resources and the
conservationand protection of fish and fish habitat. Itapplies to all Canadian fisherieswaters, including private
property and provincial Crown lands. It gives the federal government the power and authority to protect the
unobstructed passage of fish, provide sufficient water flow for fish, prevent fish mortality and prohibit harmful
alteration, disruption or destruction of fish habitat.

Canadian Environmental Protection Act (CEPA): CEPA aims to prevent pollution and protect the environment
and human health. It gives the federal government the authority to prevent and manage the risks posed
by harmful substances, and to assess the environmental and human health impacts of new and existing
substances.” The federal government has the responsibility, therefore, to assess the toxicity of chemicals
produced by oil sands extraction, and to develop measures to control their release.

Species at Risk Act (SARA): The purpose of SARA is to prevent Canadian species from becoming
extirpated or extinct, to provide for the recovery of endangered or threatened species and prevent other
species from becoming at risk. It provides the federal government with the authority to identify species
at risk and their critical habitat, and creates a ‘safety net’ provision for the federal government to step in
to protect a species if a province is failing to do so.

Canadian Environmental Assessment Act (CEAA): The need for federal environmental assessments for
new oil sands projects is triggered by the impact of oil sands activities on fish and fish habitat. These
environmental assessments have taken the form of Joint Panel Reviews with representatives of the
federal government and the Alberta government.

Migratory Birds Convention Act (MBCA): The MBCA prohibits the release of substances that can harm
migratory birds in waters used by them, and gives the federal government the authority to develop
regulations to protect migratory birds. The responsibility of the federal government for migratory birds
was recently demonstrated in the prosecution of Syncrude Canada under the MBCA by Canada for the
death of 1,600 ducks in a tailings lake.

The federal government is responsible for signing and implementing international treaties such as the
Migratory Birds Convention, the Convention on Long Range Transboundary Air Pollution and the Kyoto
Protocol. Furthermore, the federal government is responsible for monetary policy and the value of our
currency, which has become increasingly linked to the price of oil as oil sands exports have grown.

The federal government also has fiduciary duties to respect Aboriginal and treaty rights as outlined in an
upcoming section.



CATCH UP, CANADA:
THE TRANSITION FROM OIL SANDS TO CLEAN ENERGY

Alongside other G8 countries, Canada has endorsed the goal of staying within two degrees of global
warming relative to the pre-industrial level to avoid catastrophic climate change impacts. To have a
chance of achieving this goal, global greenhouse gas emissions will need to be cut by 50 per cent from
the 1990 level by 2050, and emissions from industrialized countries will need to be cut by at least 80 per
cent from 1990 levels by 2050.% The most recent science suggests that emissions should be cut even
more quickly to avoid serious risks of catastrophic climate change.

For Canada to achieve this level of reduction, the total carbon budget for the country would have to be
limited to 118 million tonnes of carbon dioxide equivalent (CO,e) in 2050°. To put this in perspective,
this budget is about the same as national emissions from just agriculture and residential heating in
2008, which together accounted for 114 million tonnes of greenhouse gases.!® By 2050, our energy and
transportation systems will need to be virtually carbon-free.

Other countries recognize the implications of carbon constraints and the economic growth opportunity
that they present, and are investing heavily in the transition to the clean energy economy. For example,
Denmark — a cold northern country like Canada— is planning to eliminate fossil fuel use by investing
heavily in public transportation and building the infrastructure and incentives needed for electric
vehicles.!" Clean energy investment in China reached US$34.6 billion in 2009, more than in any other
country, and China’s government is planning to increase that to US$75 billion per year in the coming
years.!?

Meanwhile, Canada is falling behind other countries in clean energy investment, and Canadians risk
missing out on the job opportunities being created in what will soon be one of the largest industrial
sectors worldwide. The Obama Administration plans to invest 18 times more per person this year in
renewable energy than the Government of Canada,"* and Canada has lost approximately 66,000 new
jobs over the last two years that would have been created if we were investing at the same level (per
person) as the U.S."

Canada needs to catch up in the clean energy economy and join other countries in the transition away
from fossil fuels. In the interim, Ottawa has a legislative responsibility to mitigate the most significant
impacts of the oil sands industry by implementing the following recommendations.

Figure 1. Oil sands
expansion plans
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1. LIVE UP TO THE FIDUCIARY DUTY TO ABORIGINAL PEOPLES

Section 35 of Canada’s Constitution Actrecognizes and protects Aboriginal and treaty rights. The Crown has a
legaldutytoconsultandaccommodate Aboriginalpeoples(inAlberta, thismeansFirstNationsand Métis)when
contemplating activities that might adversely impact Section 35 rights as affirmed by the Supreme Court of
Canadain the Haida, Taku Riverand Mikisew Cree decisions.'* The oil sands industry impacts land, wildlife and
water, meaning that Aboriginal livelihoods and treaty rights are being affected.

Although the Crown’s responsibilities are shared, the federal government has largely relied on the
Province of Alberta to undertake the Crown’s duty to consult Aboriginal peoples. Yet, the provincial
government is failing to fulfill these obligations,'® as Alberta’s policies currently:

Ensure consultation happens too late: The courts have ruled that Aboriginal peoples need to be consulted
early in the strategic decisionmaking regarding land use, at a point when the discussion is about whether to
carry out an activity, not how to carry out an activity that has already been decided on. In Alberta, Aboriginal
peoplesare notconsultedatthisstage—mineral licences are handed out priorto the involvement of Aboriginal
peoples, thus limiting the ability to accommodate concerns.

Delegate primary responsibility to industry: Alberta delegates significant responsibility for
consultation with Aboriginal peoples to industry, and has established several multi-stakeholder bodies
that provide some form of consultation with Aboriginal peoples and the public. The province, as a

result, tries to play the role of neutral arbiter between industry and Aboriginal peoples, rather than
fulfilling its constitutional obligation to protect Aboriginal and treaty rights. Furthermore, participation by
Aboriginal peoples in multi-stakeholder bodies does not substitute the need for direct consultation and
accommodation with them.

Fail to meet Aboriginal expectations: Alberta has established a First Nations Consultation Policy to
guidethe government’s consultation with First Nationswhen they do take place. The policy, however, hasbeen
rejected by all three treaty organizations representing Alberta’s First Nations because it was adopted without
consultation or consent of the affected First Nations.

The failure of the province to adequately discharge their duty to consult does not diminish the
responsibility of the federal government to maintain the honour of the Crown. Both governments are
obligated to fulfill the duty to consult and accommodate Aboriginal peoples regarding whether and how
they conduct activity in the oil sands. As a result of the Crown’s failure to consult, several First Nations
communities are now legally challenging oil sands projects, and until the situation is fixed, the industry
remains vulnerable to further legal challenges.

It is essential that Aboriginal peoples are involved in the design of the consultation process. Therefore,
it is not appropriate for others — including environmental groups — to suggest what governments must to
do to meet their obligations to Aboriginal peoples, because that can only be determined through direct
discussions between federal and provincial governments and Aboriginal peoples.

In summary, there is a large gap between the Crown’s constitutional obligation to respect Aboriginal
and treaty rights and the reality of how decisionmaking is proceeding in the oil sands region. Both the
federal and provincial governments are legally obligated to remedy this situation.



RECOMMENDATIONS

Free, Prior and Informed Consent:'” Both the federal and provincial governments must ensure
that development in the oil sands region is consistent with the constitutionally protected rights of
Aboriginal peoples and the internationally accepted doctrine of free, prior, and informed consent.

Consultation policies need to be designed in partnership with Aboriginal peoples, instead of imposed by
governments.

Health and monitoring: To help address immediate concerns, the federal government must ensure
that affected Aboriginal communities have the resources to direct their own baseline health studies
and environmental monitoring programs. Both the federal and provincial governments are accountable
to communities for the conservation and protection of the environment, community health, and the
productive capacity of their lands and resources.
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IF EXPANSION OF THE OIL SANDS PROCEEDS AS PLANNED, THE INDUSTRY WILL OUTSPEND ITS PROPORTIONAL SHARE OF
CANADA'S CARBON BUDGET BY 3.5 TIMES BY 2020 AND BY NEARLY 40 TIMES IN 2050.



2. RECONCILE OIL SANDS DEVELOPMENT WITH CANADA'S
CARBON BUDGET

Oil sands operations are a major and growing source of greenhouse gas (GHG) pollution. In 2008, oil
sands plants and upgraders were already producing 37 million tonnes of emissions per year,' which
alone accounted for five per cent of Canada’s total emissions. In fact, oil sands are the fastest growing
source of GHG emissions in the country."” Projections for growth made before the economic recession
indicate that oil sands emissions could nearly triple between 2008 and 2020* to 108 million tonnes of
CO,e per year and would account for over 40 per cent of Canada’s increase in emissions.”!

In January 2010, the federal government committed to reduce Canada’s GHG emissions to 17 per cent
below 2005 levels by 2020. The federal government has also endorsed the goal to limit warming to two
degrees above pre-industrial levels through the G8 and the Copenhagen Accord. According to the best
available science, this will require industrialized countries like Canada to reduce their emissions by at
least 80 per cent below 1990 levels by 2050.22 This would mean that Canada’s total carbon budget will
be roughly 607 million tonnes in 2020 and 118 million tonnes in 2050.% Canada’s 2020 goal is far weaker
than what the best available science shows would be our fair contribution to emissions reduction.

The most effective approach for Canada to do its share to fight global warming would be to legislate
science-based targets to reduce Canada’s total GHG emissions, and to implement a comprehensive
plan to meet those targets. An economy-wide price on carbon would be the centerpiece of that plan,
supported by complementary regulations and investments.

Instead of adopting this approach, the federal government has signalled that it will regulate emissions by
sector,” and has recently proposed to implement regulations on emissions from coal-fired electricity that
would take effect starting in 2015.

A sector-by-sector approach to regulating carbon emissions means that the federal government needs
to develop regulations that require all sectors — including the oil sands industry — to do their fair share in
reducing global warming pollution to live within our national carbon budget, the level emissions need
to be at to reach the government’s commitments. If the oil sands sector is not required to deliver its
proportional share of reductions, other sectors will have to shoulder a greater burden. If the oil sands
assume their proportional share of reaching the government’s commitments,* this would translate into
absolute limits on emissions from the oil sands by 2020 and 2050 as shown below.?

Figure 2: Oil sands GHGs proportional to federal commitment
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Unfortunately, the scope of oil sands expansion that has already been planned and approved can only
mean that other sectors of the Canadian economy must do more than their proportional share to reduce
emissions. Even if carbon capture and storage (CCS) is actually able to reduce emissions substantially in
the oil sands (a claim that is still far from certain), current oil sands expansion plans would still exceed the
oil sands emissions budget if the sector does its share to meet the government’s commitments. Even the
most optimistic estimates by industry experts indicate that by 2020, CCS may reduce oil sands emissions
by 10-30 per cent below business as usual, and by 2050, 30-50 per cent below business as usual.”’

As the graph below shows, this would still mean that the oil sands industry will exceed a proportional
share of Canada’s carbon budget by 3.5 times in 2020, and by nearly 40 times in 2050 if expansion
proceeds as planned. Oil sands production would therefore need to peak at or near current levels if the
sector is to do its proportional share.

Figure 3. Oil sands GHG emissions with CCS
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Source: WWF UK and the Cooperative Bank, “Carbon Capture and Storage in the Alberta Oil Sands: A Dangerous Myth” (2009).

RECOMMENDATIONS

Regulate the oil sands’ GHG emissions: Ideally the federal government would set an economy-
wide price on carbon. If it takes a sector-by-sector regulatory approach instead, regulations need to be
implemented that require absolute emissions reductions from the oil sands sector. These regulations
need to put a limit on emissions that is consistent with reaching the federal government’s national
emissions commitments for 2020 and 2050.

Set a science-based limit or “budget” for national emissions: Legislate science-based limits to
reduce Canada’s total GHG emissions that are based on the best available science and a fair contribution
by Canada to the global effort to tackle climate change. Legislation that sets science-based limits on
emissions should also establish independent, transparent oversight of government action to ensure
compliance.



Put a price on carbon: As the centrepiece of a plan to meet legislated GHG reductions, implement
a national, economy-wide cap-and-trade system or emissions levy. The price on carbon needs to be set
to reach the legislated limit for national emissions, go into effect as soon as possible and be fair for all
sectors and regions.

Mandate CCS: Adopt regulations to require all new oil sands facilities that begin operations in 2010 or
later to implement full-scale carbon capture and storage (CCS) by 2015.
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BY 2050, OUR ENERGY AND TRANSPORTATION SYSTEMS WILL NEED TO BE VIRTUALLY CARBON-FREE.



3. ENFORCE THE FISHERIES ACT

Oil sands extraction processes have a number of impacts on water. Clearing forests and wetlands for
mine pits, roads, well sites and pipelines destroys habitat and harms the ecosystem’s ability to store,
recharge and filter water. In fact, freshwater use has been identified as one of the top four key challenges
for mining operations.? Typical extraction and upgrading processes consume two to four barrels of water
to produce one barrel of bitumen.?

The majority of the water used for oil sands mining is drawn from the Athabasca River® and current
operations are licensed to divert up to 652 million cubic metres of water each year from the Athabasca
River and surrounding area.’! These large volumes of water withdrawals are a significant risk to the health
of the river’s ecosystems. Fish populations are considered to be the most vulnerable component of the
aquatic ecosystem, particularly during the winter low flows, when water withdrawals could significantly
reduce the availability of habitat for those species that overwinter in the Athabasca River.*> With the rapid
pace of growth in the oil sands industry, water use will increase significantly. According to awarded water
licenses, the current and proposed projects could withdraw more than 15 per cent of the Athabasca
River's water flow during its lowest flow periods.*

Compounding the issue of water supply is climate change, where the Athabasca River’s annual flows
have declined by 29.5 per cent from 1958-2008.** Declines in supply of freshwater combined with rapid
expansion of oil sands production pose a serious risk to water supply and environmental health.

Oil sands mining operations return almost none of the water they use to the natural cycle, and the
wastewater that is not recycled is stored in tailings lakes.?* This accumulation of tailings is a large

volume of toxic* materials that contain contaminants including naphthenic acids, polycyclic aromatic
hydrocarbons, phenolic compounds, ammonia, mercury and other trace metals.’’ To date, there is no
safe disposal plan for the tailings, which means that water quality could be negatively affected as surface
water and groundwater passes over and through the tailings lakes. Furthermore, there are over $15
billion in unaccounted reclamation liabilities created by oil sands mining and tailings lakes, that are not
covered under current Alberta government reclamation security programs. This leaves taxpayers with a
significant risk of footing the clean up bill, if a mine is unable to pay for reclamation.

New evidence that the oil sands industry is causing pollution in the Athabasca River has come to light
recently. A pair of independent studies by internationally-renowned water expert Dr. David Schindler
and Dr. Erin Kelly found both elevated levels of polycyclic aromatic compounds and heavy metals
immediately downriver of oil sands operations.*” The same studies brought into question official
estimates of pollution levels from the industry, and the industry-funded monitoring body that failed to
detect the pollution.

RECOMMENDATIONS

Eliminate water and air pollution discharge from tailings ponds by 2020: The federal
government can regulate pollution discharge from the tailings ponds through Section 36(3) of the
Fisheries Act and by identifying substances associated with tailings ponds as toxic under the Canadian
Environmental Protection Act (CEPA). This authority can be used to develop new regulations for the oil
sands under the Fisheries Act and management plans to deal with the toxic substances under CEPA.
These measures should require the elimination of discharge of air and water pollution from tailings
ponds by 2020 — effectively phasing out tailings ponds — and include requirements to eliminate the
discharge from existing tailings ponds (see air pollution section below). This would also help to address
the federal government’s responsibility to protect migratory birds under the Migratory Birds Convention
Act.
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Set enforceable limits on water pollution: Develop and implement science based, precautionary
water quality standards for all substances that may enter water (on the surface and underground) as a
result of oil sands development.

Set limits on water withdrawals: Require existing holders of Fisheries Act water licenses to comply
with an ecosystem base flow, which would set an absolute cutoff point for water withdrawls from the
Athabasca River when fisheries are threatened due to low flows.

Monitor water quality and aquatic ecosystems: Working with the governments of Alberta,
Saskatchewan and the Northwest Territories, and with First Nations and Métis communities, to
implement a comprehensive, scientifically rigorous water quality monitoring program for the Athabasca
River watershed that is independent (arms length from industry), regularly peer-reviewed, transparent
and responsible for providing public reports.

Develop a federal emergency response plan: Strengthen the Mackenzie River Basin
Transboundary Waters Master Agreement to require a federal emergency response plan in the case of a
failure of a tailings lake dyke.

Complete a comprehensive health study: Conduct a comprehensive health study of the impacts
of oil sands development on surrounding communities, and identify and implement measures to reduce
any health impacts identified by that study.

“The federal government
does not fully exercise its
responsibility to monitor
water quality in the oil sands
(and downstream) or enforce
the relevant provisions of the
Fisheries Act with respect
to industry impacts on fish-

“It is time to stop talking and
assert federal powers....Given
widening concerns about the
environmental and climate
impacts of the oil sands and
broader fossil fuels sector,
continued government inaction
could also place the future of

oil sands bitumen exports at
risk.”

NEW DEMOCRAT REPORT OF THE
STANDING COMMITTEE REVIEW OF THE
IMPACTS OF OIL SANDS DEVELOPMENTS
ON WATER RESOURCES#*

bearing waters. Ottawa appears
to have de facto devolved

and diluted this constitutional
responsibility.”

LIBERAL REPORT FROM THE STUDY

OF THE STANDING COMMITTEE ON
ENVIRONMENT AND SUSTAINABLE
DEVELOPMENT ON THE IMPACT OF OIL
SANDS DEVELOPMENT ON CANADA'S
FRESHWATER*
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4. ENFORCE THE SPECIES AT RISK ACT

Oil sands development impacts — and in some cases destroys — wildlife habitat through the
construction and use of open-pit mines, toxic tailings lakes, upgraders and refineries, seismic lines
associated with in situ development, roads, and pipelines. Waterfowl and songbirds come from all over
the Americas to nest in the Boreal and each year between 22 million and 170 million birds breed in

the 14 million hectares of Boreal forest that is underlain by oil sands.* The rapidly expanding oil sands
operations increasingly place these birds at risk.

The tailings lakes associated with oil sands mining operations have received significant public attention,
following the death of over 1,600 ducks who landed in tailings in one incident in 2008.4 Data from

a recently released Freedom of Information and Protection of Privacy request showed several other
incidences of animal deaths, including 27 black bears, 67 deer, 31 red foxes and 21 coyotes over an
eight year period.*

In situ oil sands development — which does not involve large open pit mines or the creation of tailings
lakes — poses an even greater risk to Boreal ecosystems than oil sands mining. The network of seismic
lines, roads, pipelines, power lines, well pads and facilities associated with in situ oil sands development
contribute to direct habitat loss and the fragmentation of large expanses of land. The forest area leased
for in situ oil sands development already covers 79,000 square kilometres.* Given the substantial area
that may be affected and the current lack of a regional landscape plan for in situ development, there
could be significant long-term impacts to wildlife populations even if reclamation is successful.

The woodland caribou is a threatened species in Canada and Alberta. A 2008 review of the scientific
literature by Environment Canada concluded that all woodland caribou herds in Alberta are considered
to have non-self-sustaining populations.* Industrial development within caribou ranges is largely
responsible for these declines.*” To date, in situ oil sands development occurs within the ranges of a
number of herds in northern Alberta, and the plans to expand oil sands development poses a serious
threat to an already imperiled caribou herd.* Local First Nations (Beaver Lake Cree Nation, Enoch Cree
Nation, Chipewyan Prairie Dene First Nation and Athabasca Chipewyan First Nation) and environmental
organizations have called on the federal Environment Minister to provide emergency protection for
caribou herds threatened by oil sands development.®

RECOMMENDATIONS

Protect species at risk: Effectively implement the Species at Risk Act to ensure that those species
threatened by oil sands development are protected, and work with Alberta and Saskatchewan to create
a regional system of inter-connected protected areas.

Caribou: As a first priority, develop a recovery strategy for woodland caribou (boreal) under the
Species at Risk Act that identifies and works with the province to immediately protect critical habitat for
woodland caribou based on the best available science.

12



5. FOLLOW THROUGH ON HARD CAPS FOR AIR POLLUTION

In 2006, the federal government announced its intention to place caps on oil sands air pollution as part
of its nation-wide Clean Air Act. It said:

"“Past governments relied on voluntary measures, satisfied that industry could set their
own standards. Those days are over — from now on, all industry sectors will have
mandatory requirements and we will enforce those requirements. Our plan puts the
health of Canadians and the health of our environment first.”*°

Oil sands production results in the release of dangerous air pollutants, including nitrogen oxides, sulphur
dioxide and volatile organic compounds like benzene, which are linked to asthma, bronchitis, nausea,
premature death in people with heart disease, and cancer. Air pollution is released by large facilities like
upgraders, but also through off-gassing of the tailings lakes and machinery like trucks and shovels.

The oil sands industry reports per barrel decreases in key air pollutants. However, the overall trends

are worsening. Between 2002 and 2008, oil sands facilities reported a near doubling of volatile organic
compounds and particulate matter, a 50 per cent increase in nitrogen oxides and a 14-times increase in
hydrogen sulphide emissions.*!

Air quality has also worsened dramatically in the oil sands region, with air pollution levels exceeding the
targets set by the Alberta government 1,556 times in 2009, compared to 47 times in 2004.

In terms of acid rain from the oil sands, relative success with one acidifying emission — sulphur dioxide

- is undermined by the steady rise in another acidifying emission — nitrogen oxides. While studies on the
existing damage to regional lakes by acid rain are inconclusive,” future damage seems inevitable given
the example of La Loche Lake in Saskatchewan just across from the oil sands, where falling rain has been
measured as having three times the acid level as unpolluted rain, about the same acidity as coffee.**

RECOMMENDATIONS

Set binding caps on air pollution: Follow through on the promise to establish a binding cap on oil
sands air pollution (sulphur and nitrogen oxides, volatile organic compounds, particulates) that is strong
enough to reverse acidification of surrounding areas and prevent human health impacts as part of a new
Clean Air Section in the Canadian Environmental Protection Act.”

Independently monitor air quality: Work with First Nations and the governments of Alberta,
Saskatchewan and the Northwest Territories to implement a comprehensive and scientifically rigorous
air quality and deposition monitoring program that is arm’s-length from industry, regularly peer-reviewed
and transparent.
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6. SOCIO-ECONOMIC IMPACTS OF OIL SANDS EXPANSION

Clean energy is projected to become the third largest industrial sector worldwide within the next
decade. Countries that lead the clean energy revolution are already harnessing the jobs that come along
with the design, manufacture and installation of clean energy technologies, and will be poised to feed
the growing demand.

Canada is at risk of hitching its economic fate to an industry that will become increasingly at odds
with the clean energy revolution. While the oil sands industry provides economic benefits and jobs for
Canadians today, Canada must adequately invest in the transition to clean energy or risk getting left
behind the emerging clean energy superpowers of the E.U., China and the U.S.

Meanwhile, the economic impacts of oil sands development are uneven across the country. Parts of
Canada are now being affected by “Dutch Disease” — a term coined in the 1970s to describe the
hollowing out of manufacturing in the Netherlands following the discovery of a large natural gas field
that drove up the country’s currency, pricing its manufacturing products out of international markets.

The recent rise of the Canadian dollar cannot be entirely linked to oil prices because the weakness of the
U.S. dollar has also played a role. However, a recent study from the University of Ottawa that examines
the impact of resource exports (e.g. oil) on the dollar and manufacturing jobs finds that Dutch Disease
has a big impact in Canada. It estimates that 42 per cent of manufacturing job loss in Canada due to
rising currency has been a result of Dutch Disease stemming from growing oil exports.*

As a major oil exporting nation, Norway has taken a proactive approach to warding off Dutch Disease,
including the creation of a $450 billion sovereign wealth fund derived from oil revenues, which it has
chosen to invest entirely outside of the country so that it doesn’t distort the national economy.’” This
policy represents one of many potential lessons Canada ought to learn from the experiences of other
energy-exporting nations.

Another risk to Canadian jobs lies with the increasing trend towards exporting raw bitumen from the oil
sands for processing elsewhere. The Communications, Energy and Papermakers Union of Canada and
the Alberta Federation of Labour have opposed the approval of three recent pipeline proposals on the
grounds that each represents the loss of processing jobs in Canada given that they will facilitate raw
bitumen exports.*

The federal government needs to invest in the transition away from fossil fuels and ensure that
Canadians are benefiting from the jobs and economic potential of this rapidly growing sector. And, while
the transition is taking place, the federal government needs to understand and manage the impacts of
oil sands exports on other sectors of the Canadian economy.

RECOMMENDATIONS

Reinvest in clean energy: Federal government tax revenues from oil sands production should
be specifically accounted for and reinvested in renewable energy, energy efficiency and low-impact
transportation systems.

Plan for worker and community transition: Develop and execute a plan to diversify the economies
of affected communities and train workers to transition from oil sands production to other sectors, and in
the interim, maximize employment opportunities for Canadians in the oil sands industry.

Address impacts of ‘petro-currency’: Convene a Parliamentary Finance Committee study on the
implications of a petro-currency for the Canadian economy and how best to mitigate the worst impacts
of ‘Dutch Disease,’ whereby a resource boom puts upward pressure on a nation’s currency, thereby
pricing manufacturing goods out of world markets. Develop and implement measures to address
negative impacts.
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THE DEMAND SIDE: U.S. OIL USE

Q: Will U.S. consumers face a fuel shortage if Canada limits oil sands expansion?

A: No. The U.S. is, and will remain, the primary customer for oil sands. Canada is the largest supplier
of oil to the U.S., providing 20 per cent of the oil imported each year. Yet the U.S. Energy Information
Administration reports a 10 per cent drop in U.S. oil demand between 2005 and 2009.% Even without
policies in place to reduce oil consumption, U.S. oil imports are projected to decline by 3.8 million
barrels per day by 2030 — or by one third.*

Furthermore, President Obama has committed to cutting oil use by 3.3 million barrels per day in 10
years, and the federal and state governments are investing in technologies to reduce oil demand.
According to the Environmental Protection Agency, the existing light vehicle GHG and fuel efficiency
standards will save 1.8 million barrels per day, or more than double the amount of current oil sands
imports. By 2030, a combination of polices including fuel efficiency standards, a low carbon fuel
standard, and investment in transit could cut oil use by 10 million barrels per day in the U.S.

The U.S. is taking significant steps to transition away from oil, and the argument that Canada needs to
expand oil sands production to feed America’s growing demand for oil does not match the reality of
what is happening south of the border.
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THE TERM DUTCH DISEASE WAS COINED IN THE 1970S, WHEN THE DISCOVERY OF A LARGE NATURAL

GAS FIELD DROVE UP THE COUNTRY’S CURRENCY AND PRICED ITS MANUFACTURED GOODS OUT OF
INTERNATIONAL MARKETS. CANADA IS ALSO SEEING THE IMPACTS OF DUTCH DISEASE, AS 42 PER CENT OF
MANUFACTURING JOB LOSS RELATED TO THE RISING DOLLAR IS LINKED TO THE GROWTH IN OIL EXPORTS,
WHICH HAS DRIVEN UP THE VALUE OF THE LOONIE.
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