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Madame Chair:

I would like to thank you and the members of the Standing Committee on Environment
and Sustainable Development (the Committee) for your work in producing Report 2 -
Impacts of Canada's financial system related to the environment and climate change.

I would also like to thank all witnesses who appeared before the Committee for providing
their perspectives.

The government takes note of the Committee’s recommendations and agrees that the
issues studied in the report remain relevant as the government works to create the
strongest economy in the G7, address climate change, and protect Canada’s natural
ecosystems.

Canada's financial system is one of the safest and strongest in the world and is an
essential contributor to the country's economic growth and well-being. This is due in part
to effective financial sector policy, regulation and supervision. Canada’s financial sector
is also central to securing an orderly economic transition and ensuring the continued
resilience of the financial system in response to climate-related risks and impacts.

The government has invested significantly in supporting clean growth and progress to
mitigate climate change. However, we are mindful that public finance alone will not meet
the level of investment needed to address climate change. We need the private sector to
contribute to these efforts. Canada’s financial sector is well-positioned to mobilize
substantial capital toward decarbonization and sustainability.

The government remains committed to fostering sustainable financial markets in Canada
and has already made meaningful progress in the following areas.
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Climate-related financial disclosures

Climate-related financial disclosures help investors better understand how firms are
thinking about and managing risks and opportunities related to climate change, ensuring
that capital allocation aligns with the realities of a net-zero economy. Federal Crown
corporations are already subject to mandatory climate-related financial disclosure
requirements, including government-owned financial institutions, such as Export
Development Canada, Business Development Bank of Canada, and Canada Infrastructure
Bank. Federally regulated financial institutions, including banks and insurers, are also
subject to climate-related financial disclosure requirements under the Office of the
Superintendent of Financial Institutions (OSFI) Guideline B-15, Climate Risk
Management.

In Budget 2025, the government announced that it will work with provinces and
territories to improve climate disclosure across the economy. The announcement also
confirmed that this work will seek alignment with international standards and harmonised
rules across jurisdictions.

Sustainable-investment guidelines (taxonomy)

Sustainable investment guidelines (also known as a taxonomy) are another important
element for investors, lenders, and other stakeholders navigating the global net-zero
transition. These guidelines will help provide credibility, accountability, and transparency
in the marketplace by identifying “green” and “transition” economic activities. These are
essential conditions for investors and companies to fill the investment gap necessary to
meet the climate challenge while seizing generational opportunities for clean prosperity.
From generating clean energy to decarbonizing emissions-intensive heavy industries,
these guidelines will identify job-creating activities and investments in a way that is
credible and compatible with other major, science-based taxonomies around the world.
In Budget 2025, the government reconfirmed its support for arm’s length taxonomy
development.

In December 2025, the government announced the selection of Canadian Climate
Institute (CCI), to develop the taxonomy, in collaboration with Business Future Pathways
(BFP). The Canadian taxonomy will be built on strong and independent governance and
align with global best practices. CCI and BFP have established an independent Taxonomy
Council which will be responsible for overseeing taxonomy development and approving
final taxonomy guidelines. Additionally, CCI and BFP have established technical and
financial sector advisory groups that will provide input and inform recommendations to
the Council throughout the development process. Guidelines for three priority economic
sectors will be released by the end of 2026, and three additional sectors will be completed
by fall 2027.



Sustainable Bond Framework

Canada’s Green Bond Program highlights the government’s investments in climate action
and the environment while supporting the continued growth of Canada’s sustainable
finance market. The government remains committed to regular green bond issuances to
help deepen liquidity in the sustainable finance market, crowd in investors and other
issuers, and support the financing needs of the transition to a net-zero economy. A strong
and viable sustainable finance market is a key financing tool for both public and private
investments that help Canada achieve its net-zero objectives. As announced in Budget
2025, the government is exploring the development of a Sustainable Bond Framework,
which will be aligned with the taxonomy currently under development and enable the
issuance of both green and transition bonds. The Sustainable Bond Framework will be
expanded to incorporate additional economic sectors as the taxonomy evolves.

Anti-greenwashing amendments in the Competition Act

Bill C-59, Fall Economic Statement Implementation Act, 2023, brought forward
amendments to the Competition Act to strengthen the law’s approach to “greenwashing”
(i.e., false or unverifiable claims of environmental benefit from a company’s products or
business activities).

Following passage of Bill C-59, such claims are now considered deceptive unless the
person making a claim can prove that it was based on credible evidence. When combined
with an updated manner of calculating maximum civil penalties based on benefit derived
from deceptive conduct (enacted through Bill C-19, Budget Implementation Act, 2022,
No. 1), the law now presents a much more robust anti-greenwashing framework.

In response to concerns that uncertainty around the statutory standard for green claims
about business activities was leading to undue risk, the government introduced
amendments to the Competition Act through Bill C-15, Budget 2025 Implementation Act,
No. 1, which adjusted that provision to add flexibility and restrict its enforcement to the
Commissioner of Competition (and not private parties). These changes will help bring
clarity to the marketplace, while maintaining the obligation for environmental advertising
to be verifiable and evidence based.

Office of the Superintendent of Financial Institutions regulatory measures

In the regulatory sphere, the Office of the Superintendent of Financial Institutions (OSFI)
has embedded climate considerations into its prudential framework, reflecting the
growing recognition that both physical and transition risks associated with climate
change can have material implications for federally regulated financial institutions
(FRFIs) and for the stability of the Canadian financial system.
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In March 2025, OSFI updated Guideline B-15, Climate Risk Management, aligning its
supervisory expectations with the Canadian Sustainability Standards Board (CSSB)
climate related disclosure standards. The updated guideline reinforces OSFI’s expectation
that FRFIs develop and implement robust risk management practices to identify, measure,
monitor, and manage climate related risks across their portfolios.

In addition, OSFI has designed and implemented a new regulatory return to collect
climate related risk data directly from FRFIs. This initiative provides OSFI with
enhanced insights into how institutions are approaching climate related data collection,
reporting, and risk management for both physical and transition risks, and supporting
supervisory assessments.

Through these measures, OSFI continues to strengthen its climate risk supervisory
framework in a manner that is responsive to evolving standards, methodologies, and data
best practices, and contributes to a more resilient financial system better positioned to
manage climate related risks.

Again, I wish to express my sincere thanks for the work of the Standing Committee on
Environment and Sustainable Development for this report. These are important issues as
we seek to sustain economic opportunity and environmental well-being and compete
effectively in a lower-carbon global economy.

Please accept my best regards.

Sincerely,

Y —

The Honourable Frangois-Philippe Champagne, P.C., M.P.
Minister of Finance and National Revenue



