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l. Introduction

The House of Commons?! and 650 Canadian municipalities? declared a climate emergency in 2019 and
2022 respectively. Canada has been, and is still, warming at a rate that is double the global average.®
Warming temperatures are bringing with them heat domes, variance in extreme cold, increasing annual
precipitation, earlier spring peak streamflow, shorter snow and ice cover seasons, thinning glaciers,
thawing permafrost, rising sea levels, and an increase in frequency and intensity of extreme weather
events.* Canadians are already feeling these effects.

Extreme rainfall alone, for example, has impacted Canadians from coast to coast. In November 2021,

an atmospheric river in British Columbia caused landslides and flooding, cutting off main access

routes in the province.> In July 2024, in just three hours, approximately 10 centimetres of rain fell in
Toronto, overwhelming the city’s infrastructure.® A month later, 55 communities in Québec suffered
record-breaking floods from Hurricane Debby.” Extreme rainfall is expected to continue to increase, and
with more than 80 per cent of Canadian cities located fully or partially in flood zones,® more Canadians,
more often, will be effected by rainfall brought about by climate change more intensely.

Tackling climate change requires individuals,
governments, and companies to make both miti- Net-zero means the elimination of as many GHG
gation and adaptation efforts. Climate mitigation [RCUESSER IS0 (SeTleRigIST N oEElg[e]g AoV =10}
involves addressing the causes of climate change IRESUEINIA€ g (XTGBTl RTINSl 18

to minimize the worsening of future climate loads ACLEOEE]golelaNg=lnlolE]R

and includes measures to reduce or prevent
greenhouse gas (GHG) emissions.’ Climate adaptation involves addressing the current or anticipated
impacts of climate change, including adjusting current processes, systems, and environments to be more
resilient and withstand the effects of climate change.’® Canada’s commitment to net-zero emissions by
2050 also means embracing a net-zero economy.** While some additional warming and GHG emissions
will be unavoidable as Canada and the world transition to net-zero emissions by 2050,*? careful con-
sideration on how to mitigate and adapt to climate change, now and moving forward, will be pivotal for
building sustainable and resilient businesses and communities for the future.

A. The role of construction industry directors

The Canadian construction industry is uniquely positioned to play a key role in building sustainable and
resilient businesses and communities. As a major economic driver - employing 1.6 million people and
generating approximately $162 billion annually; approximately 7.5 per cent of Canada’s gross domestic
product (GDP) - the industry already plays a vital role in shaping our communities.*® With nearly 30 per
cent of the country’s GHG emissions linked to construction, including both operational and embodied
carbon, the sector has a powerful opportunity to be a catalyst for climate action and innovation. 4
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Over half of Canada’s GHG emissions from the buildings and construction sectors are from commerecial
and institutional buildings.'® There are over 564,000 commercial and institutional buildings in Canada,
plus 34,000 buildings owned and managed by the Government of Canada.?® 40 per cent of Canada’s
existing building stock was built over 50 years ago, and 70 per cent is expected to still be in use in
2050.Y Yet, 25 per cent of all buildings Canadians will need by 2030 are still waiting to be constructed.*®

The Government of Canada has set a goal of net-zero emissions and climate resilient buildings by 2050,
with an interim goal of a 40 per cent emissions reduction from 2005 levels by 2030.%? This means all new
buildings in Canada need to be at least net-zero energy ready by no later than 2030. 2° Therefore, with
the sizeable climate impact of the buildings and construction sectors and ambitious climate targets set,
companies within Canada’s construction industry are positioned to have a significant role in addressing
climate change and advancing the net-zero transition.

Directors, as company leaders, are central to the development, implementation, and promotion of more
sustainable practices for Canadian construction companies. Directors are also responsible for ensuring
that their companies are able to carefully consider the risks brought about by climate change. While
some Canadian construction companies may not yet be subject to specific climate-related regulations,
prioritizing and furthering effective climate governance is a strategic imperative.

B. The construction value chain

Effective climate governance within the Canadian construction industry requires an acknowledgement
and understanding of the construction value chain. The construction value chain spans from project
inception and financing to operations maintenance, renovations, and end-of-life phases.?! At each stage
of the construction value chain, several actors are engaged, each with their own distinct operations,
internal processes, and interests to manage.?? For example, at the construction stage of a project,
contractors, sub-contractors, developers, architects, and engineers may be engaged simultaneously.
Decisions that are made at an earlier stage in the construction process can have cascading effects for
actors along the chain.?®

Figure 1: Overview of the construction value chain?*
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While there are several actors who may be engaged at any one stage of the construction value chain,
they also tend to work together on a fixed-term or a project basis.?*> This leaves the construction indus-
try highly fragmented, where not all the same actors are working together across a series of projects or
even from the start to end of a project.?¢ The fragmentation within the construction value chain means
that a holistic, system lens approach is needed for effective climate change mitigation and adaptation,
that is not disjointed and ineffective.

Members of the Construction and Building Materials Forum for the Task Force for Climate-related
Financial Disclosure (TCFD) highlighted that climate mitigation and adaptation in the construction
industry cannot be addressed by any one company or sector of the value chain.?” A decision made by one
actor at one stage of the construction value chain can significantly limit the potential options available
for those operating in later stages in the value chain.?® For example, decisions at the design and planning
stages of a project often determine the types of materials and energy required for construction, the
amount of energy and water that will be consumed during the operation of the building, and the waste
created at the end of the building’s lifespan.?? However, actors at the construction stage can play an
integral role in shaping the project’s climate impact and resiliency. Contractors, for example, often act as
a gatekeeper between the building owner and a project’s suppliers and therefore can also have a signifi-
cant influence on the building materials and methods of construction that are considered and employed
in a project.3°

A holistic, systems lens approach allows companies within the construction value chain to locate key
areas for intervention.®! It allows companies to work across the value chain, leveraging their knowledge,
skills, and innovation to shape how the construction industry addresses the impacts of climate change.??
It opens the door for companies to collaborate and support communities’ adaptation to the changing
environment. A company at any point along the construction value chain, whether large or small, can
take a holistic, systems lens approach and exercise its influence to ensure decisions that are made at
one stage of the project expand the potential options and responses to climate change that are available
to actors throughout the construction value chain. Its impact can expand beyond the construction and
buildings sectors to include manufacturing, transportation, and energy generation industries, by freeing
up clean energy resources and supporting industry emission reduction efforts.3?

C. Guide structure

This Guide centers on the construction phase of the value chain, focusing on the role of general contrac-
tors within the Canadian commercial (i.e. construction of buildings and other structures for commercial
purposes), institutional (i.e. construction of public buildings), and industrial (i.e. construction of factories,
power plants, warehouses, and other highly specialized facilities) construction sectors. It aims to
provide information and insights to assist boards of directors, management, and other professionals

on their path toward effective climate governance. This Guide clarifies the legal landscape of climate
change and the net-zero transition for Canadian construction companies, and offers key questions for
boards of directors, management, and other professionals to ask themselves to ensure they continue to
meet market expectations, regulatory requirements, and fulfill their duties in managing and overseeing
the impacts of climate change and the transition to a net-zero economy.

While this Guide focuses on the Canadian commercial, institutional, and industrial construction sectors,
its content is also, in large part, relevant to other sectors of the construction industry, including the

civil infrastructure sector. This Guide can also provide insights into effective climate governance for all
actors, large and small, up and down the construction value chain, and how everyone can work seam-
lessly together to mitigate and address the impacts of climate change, and the net-zero transition.
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This Guide is organized into six parts. Following this introduction. Section Il provides a general overview
of climate-related risks affecting the Canadian construction industry. Section Il highlights some of the
potential opportunities the transition to climate resiliency and net-zero emissions that are open to com-
panies within Canada’s construction industry. Section IV provides an overview of the legal landscape of
climate change and the net-zero transition for the Canadian construction industry including the duty of
care owed by directors regarding climate change, the evolving regulatory framework driven primarily
by provincial and municipal governments, the additional climate-related reporting obligations for
publicly-listed companies, the emerging sustainability accounting standards, the impact of international
climate-related reporting obligations on Canadian companies, and an overview of some of the global
trends and anticipated changes to the legal landscape for construction companies. Section V proceeds
to provide practical information and outline potential approaches for companies in developing gover-
nance, risk management, strategies, and metrics and targets, to respond to climate-related risks and
opportunities, and for directors and management to fulfill their obligations through effective climate
governance. Section VI provides a brief conclusion to this Guide.

Il. Understanding climate-related risks for the
Canadian construction industry

With the construction industry’s capital-intensive nature, fixed assets,** and heavy reliance on labour
and outdoor activities,® the industry is inherently vulnerable to the effects of climate change. Although
the construction industry has always had to cope with temperature, humidity, and winds,*¢ climate
change brings more extreme heat, variance with extreme cold, and more intense and frequent precipita-
tion.®” Severe weather events can bring with them more flooding and wildfires, thawing permafrost, and
rising sea levels.® Reliance on a company’s existing weather adaptation and mitigation strategies may
leave companies unprepared, with significant delays and cost overruns.

Companies in the Canadian construction industry face direct physical and transition risks from climate
change. Climate change risks impacting others along the construction value chain will also cause domino
effects for those companies operating further along the chain.
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A. Physical risks

A physical risk is a risk of physical damage or disruption to people, property, or productivity as a result of
changes in climate patterns.®’ Changes in climate patterns may be acute (event-driven), such as floods,
tornadoes, or hurricanes, or chronic (longer-term shifts), such as sustained higher temperatures result-
ing in sea level rise, melting permafrost, heat waves, or more frequent precipitation.*® In Canada, insured
damage from severe weather events alone exceeded $3.1 billion in 2023.41 45 per cent of construction
projects are impacted by the weather annually, causing significant added costs for companies.*? As the
impacts of climate change continue to intensify, the number of projects affected by weather can be
expected to rise. Climate change creates risks to the worksite, construction timeline, construction of
buildings, supply chains, project feasibility, and longevity. For a detailed discussion of the physical risks
to Canada’s construction industry, see Appendix |.A of this Guide.

While many companies have historically relied on insurance to help protect against the financial
consequences of weather-related risks, insurance may become a less feasible or cost-effective optionin
the coming years. The Insurance Institute of Canada estimates that severe weather claims paid out by
insurers could double by 2030.%3 The Insurance Bureau of Canada has highlighted climate change, and
its associated losses, including business and supply chain disruptions, as among the largest issues facing
business insurance.** Thus, there are calls within the Canadian insurance industry to increase insurance
premiums to account for the anticipated increases in insurance claims.*® In certain regions, insurance
has become unaffordable or unavailable, for example, State Farm has cancelled policies in California,*
and insurance companies are no longer offering policies in parts of Australia.*’

B. Transition risks

A transition risk is a risk arising from the transition to a lower-carbon economy.® The risks may be a
result of policy, legal, technology, or market changes.*” Understanding the transition risks for a construc-
tion company is an important step towards building a sustainable company.

The buildings and construction sectors are not currently on track to meet Canada’s 2030 or 2050
emission reduction targets within the current regulatory framework.>° Therefore, further regulations
aimed at climate change mitigation, attempting to curb or constrain actions that contribute to the
adverse effects of climate change, or at climate change adaptation efforts are expected.’* For example,
the Canadian Commission on Building and Fire Codes is working to update its national model energy
code to create a net-zero energy ready code, requiring the measuring and reporting of emissions from
a building’s design or construction, and adding climate resiliency considerations.>? Municipalities are
adding requirements to measure, reduce, and report emissions to their building permit applications.>®

The market is also shifting because of climate change. Demand for certain building materials, products,
and services will change as clients and companies across the construction value chain consider their
climate-related risks and opportunities further.>* The market is also requiring construction companies
to share greater climate-related information more often. To even get a foot in the door to bid on con-
struction projects, within either the public or private sectors, the market is moving towards requiring
companies to address their climate impacts and actively engage in the net-zero transition. By 2030, 80
per cent of public and municipal organizations will have climate change adaptation considerations as a
part of their decision-making processes.>”

For a detailed discussion of the transition risks including policy, legal, technology, and market changes
facing Canada’s construction industry, see Appendix |.B of this Guide.
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Understanding the physical and transition risks to companies in the Canadian construction industry
is key to companies preparing for and adjusting to the impacts of climate change and the transition to
net-zero emissions. Instead of simply reacting to the realities of climate change, being able to plan for
and adapt their operations to the changing landscape of the Canadian construction industry is vital to
building sustainable companies and communities.

lll. Identifying climate-related opportunities for the
Canadian construction industry

Despite its inherent vulnerabilities to the impacts of climate change, the Canadian construction industry
has been identified as having some of the greatest potential for climate change adaptation and for
leveraging the net-zero transition.>® The net-zero transition of the construction value chain has the
potential to unlock an estimated $1.8 trillion worldwide.>” The green building sector already accounts
for approximately $19.13 billion of the Canadian construction industry.>® The development of new
products and services, unlocking green incentives, and keeping companies competitive in the local and
global marketplace are just a few of the opportunities available for companies in Canada’s construction
industry to build a resilient business.

Companies in the Canadian construction industry can strategically position themselves in the
changing market. By building out a company’s climate change knowledge, its skills and capacity to track
and disclose climate-related information, and its ability to work with other actors to access climate-re-
lated information from other stages of the value chain, companies in the construction industry can
differentiate themselves in the marketplace, meet the evolving needs of their clients, and enhance
their business resiliency.

Companies also have the opportunity to introduce and deliver new products and services, working
towards climate mitigation and adaptation, to their clients. For example, companies may offer lower
embodied carbon building solutions for new construction,* climate resilient buildings, or deep carbon
retrofits for existing buildings.®® Companies can also take advantage of green incentives to assist in
making this transition. For a detailed discussion on the opportunities available to companies within
Canada’s construction sector, see Appendix |l of this Guide.

Climate change and the net-zero transition open the door to several new opportunities for companies
within the Canadian construction sector. Through strategic positioning and developing capacities
around climate change, companies have the opportunity to reach new financial incentives, build out
greener building offerings, and become more competitive in the market.
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IV. The legal landscape of climate change and
the net-zero transition for the Canadian
construction industry

The legal landscape of climate change and the net-zero transition for companies in Canada’s construc-

tion industry continues to evolve. All levels of government are working towards developing more com-
prehensive climate-related reporting requirements and policies aimed at accelerating the transition to
amore climate resilient and decarbonized buildings sector for their communities. Notwithstanding the
regional disparity in the regulation of Canada’s construction and buildings sectors, whether a company
is large or small, publicly-listed or privately-owned, they are required to consider the effects of climate
change within their business.

While every climate-related regulation and reporting requirement may not currently be mandatory for
every Canadian construction company, or every one of its construction projects, companies may choose
to adapt their practices to more stringent climate-related regulations or to voluntarily begin reporting
their climate-related information. This can position companies ahead of the curve by establishing
reporting measures and practices, building out their knowledge and capacities around lower emissions
and more climate resilient construction, and helping uncover new opportunities before they become
commonplace in the market or mandatory. Voluntary compliance with climate-related reporting can
also help improve the company’s trust and transparency throughout the construction value chain, with
their clients and stakeholders, and move the company into a more competitive position when bidding on
projects.

This section of the Guide aims to provide a snapshot of the legal framework applying to companies
within Canada’s construction industry. It highlights key provincial and municipal developments along-
side the federal framework and the development seen globally, to clarify the current duties, regulations,
and policies impacting companies as of March 25, 2025, and the anticipated direction that climate-re-
lated policies and regulations are likely to take as the Canadian construction industry continues towards
net-zero emissions and overall better climate resiliency.

A. A director’'s duty of care

Under Canadian corporate law, directors of a corporation are responsible for the management and
oversight of a corporation.®! A corporation’s interests are not limited to the consideration of short-term
profits and share value.®? They also include consideration of a corporation’s long-term interests and

the environment.®® Directors, thus, need to include climate considerations into their management and
oversight responsibilities. What each corporation needs to address climate change and the net-zero
transition adequately will depend on the unique characteristics and circumstances of the corporation.

In a director’s fulfillment of their management and oversight responsibilities, a director owes a duty

of care to the corporation.®* Given the significant impacts of climate-related risks, overlooking climate
change could amount to a breach of the director’s duty of care, according to the 2022 legal opinion

of Carol Hansell.®> This encompasses directors in the Canadian construction industry. To fulfill the
duty of care owed to a corporation, a director is required to exercise care, diligence, and skill.¢¢ Care,
diligence, and skill concern the time and effort undertaken by a director to become informed about the
corporation’s affairs.t” Exercising the required care, diligence, and skill requires a director to critically
consider the information available to them before coming to a decision and all of the relevant issues

to a corporation, and determine whether they have the information they need to be able to make an
informed decision.%®
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The standard of care is an objective standard, not a subjective one.®’ A director’s actions and decisions
are assessed against what a reasonably prudent person in comparable circumstances would do.”

It takes a contextual approach, considering what the director knew or ought to have known at the
time.”* This includes the factual circumstances of the corporation and the “prevailing socio-economic
conditions.””? The comparable circumstances do not include the competence or personal beliefs of an
individual director.”® Carol Hansell’s legal opinion highlights that “[a]ll directors, even those who are
skeptical about the climate change risk alarms that international organizations and governments are
sounding, must be informed by more than their personal views about the risks facing the corporation.”’*
The socio-economic implications of climate change and the net-zero transition, as outlined in this
Guide, support the argument that a reasonably prudent person in comparable circumstances to the
directors of Canadian construction companies today would take steps towards becoming better
informed and prepared through effective climate governance strategies and to start taking steps to
address the impacts of climate change and the net-zero transition their companies may face. This
includes the following best practices for effective climate governance; actively monitoring and man-
aging climate-related risks, and implementing and overseeing appropriate mitigation and adaptation
efforts across a corporation’s operations.

Directors, however, are not expected to be perfect.”> The decisions a director makes must only be
decisions that a reasonably prudent person in comparable circumstances would have made.”¢ If a
director’s decision is challenged, the courts are to defer to the director’s decision, provided the director
made a reasonable decision on an informed basis, in good faith, and in the interests of the corporation,

in accordance with the business judgment rule.”” It recognizes that there is an inherent degree of
uncertainty wrapped up in business decisions, and in hindsight, the outcome is often believed to be more
predictable than when the decision was made.”® Therefore, provided a director’s decision regarding how
a corporation is overseeing its climate-related risks and opportunities, responding to its climate-related
risks, or pursuing its climate-related opportunities was made on a well-informed basis, honestly, and in
furtherance of a corporation’s best interests, that decision should be deferred to.

While some smaller or privately-owned companies may operate with less formality or sophistication
than their larger or public counterparts, those leading, overseeing, and managing the company are
subject to the same obligations to consider climate within their operations. A corporation may not have
an external board of directors, formal board meetings, a suite of officers helping to manage the corpora-
tion, or other formal structures found in large or public corporations. However, all corporations have at
least one director.”” Directors, whether there is one or many within a corporation, owe a duty of care to
their corporation. Notwithstanding its size or lack of formality and sophistication, directors of construc-
tion companies need to be informed and consider how to manage the impacts of climate change.

B. Regulatory framework

The regulatory framework of climate change and the net-zero transition for the Canadian construction
industry is shaped overall by Canada’s commitment to the United Nations Framework Convention on
Climate Change and the Paris Agreement.®° All three levels of government play a role in constructing the
sustainability regulations affecting the construction industry. Provincial and municipal governments are
leading the transition by updating energy codes, prioritizing lower carbon building materials and designs
in their procurement processes, and leveraging the building permit process to create more sustainable
construction and buildings sectors.
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a. Provincial regulations

All provinces and territories, except
Saskatchewan, have committed under the
Pan-Canadian Framework to develop and adopt
net-zero energy ready model codes by 2030.8!
Notably, British Columbia and Québec have
already taken additional steps to create more

sustainable construction and buildings sectors.

Other provinces and territories, including
Ontario and Alberta, are likely to follow suit.

i. British Columbia

Net-Zero Energy (NZE) building is a building with
significantly reduced energy requirements and
produces renewable energy onsite or near-site
to meet its energy needs. Net-Zero Energy Ready

(NZEr) building is designed and constructed in
the same way as an NZE building, but does not
yet have onsite or near-site renewable energy
systems to meet its energy needs.

British Columbia has committed to net-zero emissions by 2050 and set a target of a 40 per cent
emissions reduction by 2030.82 The provincial government’s Wood First Act aims “to facilitate a culture
of wood by requiring the use of wood as the primary building material in all new provincially funded
buildings, in a manner consistent with building regulations...” and may recommend best practices for the
use of wood in provincially funded buildings.?3 Since 2007, British Columbia has required all new public
sector buildings to be constructed in accordance with LEED® Gold Standards.2

In 2017, British Columbia implemented the BC Energy Step Code, a voluntary standard providing
incremental steps beyond code standards to increase energy efficiency in buildings.®® It is available to
municipal governments to require or incentivize construction that meets one or more of its steps.®¢ In
2023, the province implemented a companion voluntary standard, the BC Zero Carbon Step Code, provid-
ing incremental steps aimed at reducing building operational emissions by 2030.8”

ii. Québec

Québec has committed to net-zero emissions by 20502 and to a 60 per cent emissions reduction from
government buildings by 2030. 8’ The province has adopted the Québec Wood Charter aimed at increas-
ing the use of wood in construction and decreasing emissions.”® The Charter requires the government
department or agency in charge of a construction project to consider the possibility of using wood and
to undertake an emissions comparison between the use of wood or other materials for all construction
projects funded in part by public funds.”* Québec’s approach to the use of wood in construction
expanded in 2020 through its Policy for the Use of Wood in Construction, aimed at promoting the use of
wood in both residential and non-residential construction projects.”?
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b. Municipal regulations

Operational emissions are emissions emitted

Municipal governments across Canada are during a building’s operation and use during its
also creating more sustainable construction lifespan and are largely from fossil fuels used to
and buildings sectors for their communities. heat space and water. Embodied emissions are
Toronto, Montréal, and Vancouver have emissions associated with building materials and
signed onto the Net-Zero Carbon Buildings construction processes used throughout a build-
Accelerator and Clean Construction Accelerator ing’s lifespan, inc|uding emissions generated from
of the C40 Cities Climate Leadership Group, the extraction, manufacture, transportation, and
committing to aleast a 50 per cent reduction in installation of materials.

embodied emissions for all new buildings, major
retrofits, and major infrastructure projects,

and a commitment to zero emission construction sites by 2030.7° Mainly by leveraging their building
permit and procurement processes, municipalities are expanding their regulation of emissions and
climate resiliency of buildings within their communities. Construction companies need to be cognizant
of these developments, alongside other emerging by-laws, to ensure they have the knowledge, skills,
and capacities to satisfy the municipality-specific climate-related construction and emission reporting
requirements where their projects are located.

i. Edmonton

Edmonton’s Climate Resilience Policy requires all new city-owned buildings to be emissions neutral and
consider passive design and energy efficiency strategies.”* The city also requires all new construction of
city-owned buildings to complete an embodied emissions analysis and consider low-carbon materials,
when available.?> Starting in 2025, all city-owned buildings are required to report their emissions. %

ii. Montréal

Montréal requires owners of buildings over 2,000 m? to disclose building energy data annually.”” As of
2024, the city requires all new buildings smaller than 2,000 m? to have zero operational emissions.”® The
zero operational emissions regulation is expected to be extended to larger buildings in 2025.%°

iii. Toronto

Toronto adopted a net-zero emissions by 2040 Strategy.'® In furtherance of its strategy, the city
requires all city-owned construction to calculate and report its embodied emissions in accordance with
Green Standard v4.0, which sets embodied emission caps for major structural and envelope materials
used in a city-owned project.'°!

iv. Vancouver

Vancouver’s Climate Emergency Action Plan sets a target of net-zero emissions by 2050, and an interim
target of 50 per cent emissions reduction by 2030.1°? |n relation to new buildings and construction,
Vancouver has a specific target of a 40 per cent embodied emissions reduction by 2030, compared to a
2018 baseline.%3

Vancouver requires new construction to report on and limit embodied emissions to twice the
baseline building value.'®* Beginning in 2025, Vancouver requires building permit applications for
new buildings to demonstrate a 10 per cent reduction in embodied emissions compared to the city’s
baseline building.' The required embodied emissions reduction extends to 20 per cent for wood or
mass timber projects.1%



11

Building resilience: A guide to climate governance for Canada’s construction sector

All large buildings in Vancouver are required to meet the second highest level of the BC Zero Carbon Step
Code as of March 1, 2025.1%7 The city also has plans to require all new construction to be zero emission
by 2030.1%¢ Currently, all new city-owned buildings are required to be constructed in accordance with
LEED® Gold Standards.*®”

c. Federal regulations

The federal government has set a target of net-zero emissions and a climate resilient buildings sector
by 2050, with an interim target of a 40 per cent emissions reduction by 2030.1° In furtherance of its
targets, the government has published The Canada Green Building Strategy outlining its plan for a
greener and more energy efficient buildings sector, and to address climate-related risks.'! The strategy
sets three priorities:

e accelerating retrofits;
e building green and affordable from the state; and
e shaping the buildings sector of Canada’s future.*?

These priorities should be achieved through strategic policies and coordination, standards and regula-
tions, and leveraging the federal government’s investments and purchasing power.!13

i. Proposed amendment to the Canada Business Corporations Act

The federal government has announced its intention to amend the Canada Business Corporations Act

to mandate climate-related financial disclosures for large, federally incorporated privately-owned
companies in October 2024.1'* While the specifics as to what climate-related information will be
required to be disclosed, the timeline for its enforcement, and the threshold for what will be considered
a“large” company are still to be released, the federal government has advised that it is the government’s
intention to harmonize its disclosure obligations with those set by securities regulators in Canada.!** For
adiscussion of the climate-related securities regulations see Section IV.C of this Guide.

ii. Life cycle assessments

The Low-carbon Assets through Life Cycle Assessment Initiative of the National Research Council has
developed national guidelines for whole building life cycle assessments (LCAs) and life cycle inventory
datasets for primary Canadian construction materials including cement, ready-mix concrete, precast
and prestressed concrete elements, and concrete masonry block.''¢ LCAs are a tool for measuring
embodied emissions from across all stages of a building’s life and components, including from raw
material extraction and processing, transportation, installation, use, and disposal.'*”

iii. Federal government procurement requirements

Canada’s Greening Government Strategy introduced low carbon and climate resilience considerations
across federal procurement and real property matters.!'® For Canadian construction companies to
compete in the federal request for proposals (RFP) process, companies will need to be able to
calculate their GHG emissions and set and track emission reduction targets for their company and
construction projects.

Under the Greening Government Strategy, the Buy Clean policy promotes the use of low or net-zero
carbon building materials and designs through the disclosure of embodied emissions of building
materials for major construction projects, conducting whole-building or asset LCAs for all major
buildings by 2025, and reducing embodied emissions by 30 per cent for major construction projects
beginning in 2025.1%
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The Policy on Green Procurement also supports the Greening Government Strategy.'?° The govern-
ment’s Policy on Green Procurement requires government departments to incorporate environmental
considerations into their procurement decisions and RFP processes.'?! Two standards, to date, have
been developed in furtherance of the government’s green procurement policy: (1) the Standard on
Disclosure of Greenhouse Gas Emissions and the Setting of Reduction Targets;*?? and (2) the Standard
on Embodied Carbon in Construction.'?®

The Standard on Disclosure of Greenhouse Gas Emissions and the Setting of Reduction Targets applies
to the government procurement process for projects valued at $25 million or more (including taxes).'2*
However, compliance with this standard is strongly encouraged for projects valued under the $25
million threshold.'?> This standard prompts suppliers through the RFP process to measure and disclose
their GHG emissions and set science-based GHG emission reduction targets aligned with the Paris
Agreement.’?¢ As the federal government continues to move in the direction of net-zero emissions by
2050, suppliers may be requested as part of the RFP process to join the Net-Zero Challenge or an
equivalent initiative.'?” The Net-Zero Challenge requires suppliers to:

e setanet-zero emissions target for 2050 or earlier;
e setatleast two interim emissions reduction targets;
¢ identify mitigation measures for their company;

e address corporate governance; and

¢ make public climate-related financial disclosures.?®

The Standard on Embodied Carbon in Construction requires a supplier of design services to the govern-
ment to disclose and reduce the carbon footprint of structural materials, and a supplier of construction
services to the government to disclose the embodied carbon footprint of structural materials with
Environmental Product Declarations (EPDs).'?? If EPDs are not available for the structural materials
used, a LCA verification will be required.*® Currently, this standard is only required for ready-mix
concrete used in projects valued at $5 million or more and are expected to use 100 m® of concrete.™!
However, additional structural materials may be added.

Climate-related considerations have been further incorporated into federal procurement through a
2023 amendment to Section 7 of the Department of Public Works and Government Services Act.'32 The
amendment requires the Minister to consider any reduction in GHG emissions and other environmental
benefits when developing construction, maintenance, and repair requirements for public works.*33

Therefore, companies will need to develop the knowledge, skills, and capacities to calculate operational
and embodied carbon emissions for their construction projects, and to develop and track their progress
towards science-based emission reduction targets to compete and remain competitive in federal

RFP processes.
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C. Additional climate-related requirements for publicly-listed companies

While all Canadian companies within the construction industry carry climate-related duties and regula-
tory obligations, as outlined above, publicly-listed companies are subject to additional climate-related
reporting requirements. These additional reporting obligations arise under securities regulations which
require companies to make disclosures of climate-related information.

Publicly-listed companies in the Canadian construction industry are directly affected by these addi-
tional climate-related reporting obligations under securities regulations. However, privately-owned
construction companies in Canada may be indirectly affected by these requirements. Construction com-
panies may be involved in a project where the client is a publicly-listed company, or where other actors
within the construction value chain of a project are publicly-listed. Since publicly-listed companies are
directly obligated to report climate-related information under securities regulations, companies from
across the construction value chain may be asked to provide climate-related information regarding their
involvement in a project to these publicly-listed companies. Publicly-listed companies may need infor-
mation from others to ensure they can satisfy their own reporting obligations. Having the capabilities to
collect and provide climate-related information to their clients and other actors along the construction
value chain that require this information is important for construction companies to remain competitive
when bidding on projects.

Climate-related reporting requirements for publicly-listed companies arise within their continuous
disclosure obligations and under a proposed National Instrument mandating climate-related disclosures
by the Canadian Securities Administrators (CSA).

a. Continuous disclosure
Material information is information that would

Publicly-listed construction companies are be likely to influence an investor’s decision to

subject to continuous disclosure requirements
as set out in National Instrument 51-102
Continuous Disclosure Obligations (NI
51-102).1%4 NI 51-102 requires companies to
report on matters that are material to their company through the regular filing of financial statements,
Management Discussion and Analysis Forms (MD&A),*** and Annual Information Forms (AIF).13¢
National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings (NI
52-109) requires companies to establish and maintain disclosure controls and procedures to ensure
that the information a company is required to disclose is collected and communicated to management
in a timely manner.’*” While these are not climate-specific obligations, material climate-related infor-
mation falls within its purview, and the CSA has issued multiple Staff Notices to clarify a company’s
climate-related reporting requirements under these existing continuous disclosure obligations.'®

purchase, sell, or hold the issuer’s security if the
information was omitted or misstated.

Under NI 51-102, a company is required to address its material climate-related risks as a part of its
continuous disclosure obligations. The CSA provides guidance for companies regarding the determina-
tion of materiality in the context of climate-related risks in Staff Notice 51-358 Reporting of Climate
Change-related Risks (SN 51-358).1% There is no bright-line test for whether a piece of climate-related
information is material.**° The determination of materiality will largely be an industry and company-spe-
cific assessment of both qualitative and quantitative factors.!*! It is dependent on the wider context

in which the climate-related information arises, including the prevailing conditions, trends, demands,
commitments, events, and uncertainties at the time of reporting.*> While an individual fact may not
appear to be material in isolation, in light of all of the facts available about the situation or whether a
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climate-related impact is expected to grow over time, early disclosure may be required.'*® Overall, it
requires a thoughtful and careful assessment of the information regarding a company’s exposure to
climate-related risks and their potential impacts.*4

The CSA expressly notes that physical and transition climate-related risks over the short-, medium-, or
long-term may have a material effect on a company and therefore would be required to be reported
under NI 51-102.1%

b. Proposed National Instrument 51-107 for Climate-related Disclosures

In addition to the disclosure of climate-related material information under a company’s existing contin-
uous disclosure obligations, the CSA has proposed National Instrument 51-107 Disclosure of Climate-
related Matters (NI 51-107) requiring specific disclosures regarding a company’s climate-related risks
and their management of these risks in their MD&A or AIF.2#¢ Disclosure under the proposed NI 51-107
may be required by non-venture issuers beginning for its first financial year on or after January 1 of the
first year after the instrument becomes effective, and for venture issuers, three years after the instru-
ments become effective.'¥’

The proposed NI 51-107 is based on the TCFD framework of governance, strategy, risk management,
and metrics and targets.'#®

i. Governance

Under the governance pillar, companies are required to describe: (i) the board’s oversight of; and (ii)
management’s role in the assessment and management of both climate-related risks and climate-re-
lated opportunities.’* The required disclosure is not subject to a materiality assessment, and therefore,
companies will be required to describe their oversight and management of all climate-related risks and
opportunities, including those that may not rise to the threshold of materiality.'>°

ii. Strategy

Under the strategy pillar, companies are required to describe the climate-related risks and opportuni-
ties it has identified over the short-, medium-, and long-term, and the impact of these climate-related
risks and opportunities on the company’s business, strategy, and financial planning.*>* The disclosure
required is subject to an assessment of materiality.'>? It incorporates the same definition of material
information as required under existing securities regulations, including NI 51-102. 133

iii. Risk management

Under the risk management pillar, companies are required to describe:

e the processes for identifying and assessing climate-related risks;
e the processes for managing climate-related risks; and

e how the processes of identifying, assessing, and managing climate-related risks are integrated
into the company’s larger risk management processes.'>*

The required disclosure is not subject to a materiality assessment, and therefore, companies will be
required to discuss their processes for identifying, assessing, and managing all climate-related risks,
including those that may not rise to the threshold of materiality.'*>
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iv. Metrics and targets

Under the metrics and targets pillar, companies are required to describe:

e the metrics the company uses within its strategy and risk management processes to assess

climate-related risks and opportunities; and

e thetargets the company uses to manage its climate-related risks and opportunities and

performance against such targets.!¢

The required disclosure is subject to an assessment of materiality.'>” It incorporates the same definition
of material information as required under existing securities regulations, including NI 51-102.158

The metrics and target pillar also includes the
disclosure of information regarding a company’s
GHG emissions.'™ It requires a company to
disclose:

(i) its Scope 1, 2, and 3 GHG emissions,
and its related risks, or discuss the company’s
reason for not disclosing the emissions
information;

(i)  thereporting standard used to calculate
and disclose its GHG emissions; and

(iii)  if the company does not employ the
GHG Protocol as its reporting standard, how
the reporting standard used compares to the
GHG Protocol.'¢°

It is important to note that while progress on

the proposed NI 51-107 has been stalled, in
December 2024, the CSA announced its plans to
circulate a revised proposal that accounts for the
feedback submitted by the public during its initial

Scope 1 GHG emissions are a company’s
direct GHG emissions. It includes the GHG
emissions arising from sources that are owned
or controlled by the company. For example,
emissions from company-owned or operated
vehicles and construction equipment are
considered Scope 1 GHG emissions.

Scope 2 GHG emissions are emissions that
arise from the electricity purchased and

consumed by the company.

Scope 3 GHG emissions are all other indirect
emissions that arise as a result of the company’s
activities. For example, emissions arising from
material extraction and production processes,
transportation of materials, and the use of
materials, products, and services by the compa-
ny are considered Scope 3 GHG emissions.

consultation period, the sustainability standards published by the Canadian Sustainability Standards
Board (CSSB) (see Section IV.D of this Guide) and the developments in the United States.'¢* The CSA
intends to circulate the revised proposal for further public comment prior to enactment.

D. Sustainability accounting standards

Standards for climate-related reporting are also emerging. The Canadian Accounting Standard

Board (AcSB) requires companies that are defined as “publicly accountable enterprises” to use the
International Financial Reporting Standards (IFRS) in the preparation of their interim and annual
financial statements.'¢? National Instrument 52-107 Acceptable Accounting Principles and Auditing
Statements (NI 52-107) also reflects the IFRS as the Canadian generally acceptable accounting princi-
ples (Canadian GAAP).1¢3 The IFRS includes two sustainability disclosure standards:

1. IFRSS1, General requirements for Disclosure of Sustainability-related Financial Information; and

2. IFRS S2, Climate-related Disclosures.1¢*
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However, disclosure in compliance with these two sustainability standards are not mandatory for
Canadian companies.1¢®

In December 2024, the CSSB published the Canadian Sustainability Disclosure Standard 1, General
Requirements for Disclosure of Sustainability-related Financial Information (CSDS 1), and Canadian
Sustainability Disclosure Standard 2, Climate-related Disclosures (CSDS 2).1¢¢ CSDS 1 and 2 are based
on IFRS S1 and S2 but modified for the Canadian economy®¢” and are effective as of the January 1,
2025 financial reporting year.¢® Companies reporting under these standards are afforded transition
relief whereby (i) companies are not required to report on non-climate-related matters for the first two
years (i.e. required as of financial reporting year January 1, 2027); and (ii) companies are not required
to report its quantitative scenario analysis and Scope 3 GHG emissions for the first three years (i.e.
required as of financial reporting year January 1, 2028).1¢?

While reporting under CSDS 1 and 2 is not currently mandatory for Canadian companies, Canada’s
regulators and legislators are reviewing the standards to determine which companies may be required
to report in accordance with these two standards.'”° This requirement to report under CSDS 1 and 2
could come in the form of securities regulations, an amendment to the Canadian Business Corporations
Act or its provincial equivalents, or through other regulations.

Companies may, however, choose to voluntarily report under CSDS 1 and 2.77* Companies choosing

to make voluntary disclosures under CSDS 1 and 2 will be proactive, having the time to develop the
knowledge and capacities to be able to make the required disclosures if and when disclosures under
CSDS 1 and 2 become mandatory, while also being in a position to better understand and monitor their
climate-related risks and opportunities, and to improve their reputation and competitiveness in the
market by becoming more transparent.

Under CSDS 1 and 2, companies are to report across governance, strategy, risk management, and met-
rics and targets on sustainability-related risks and opportunities that are material.}”? These standards
take a similar approach to Canadian securities regulators, defining material information as information
that, if omitted, misstated, or obscured, could reasonably be expected to influence the decisions that
primary users of general-purpose financial reports make relying on those reports.'’ The climate-related
disclosures under these standards include the following:

i. Governance

For governance, companies are to report: (i) the governance bodies or individuals responsible for over-
sight; and (ii) management’s role in the governance processes, controls, and procedures used to monitor,
manage, and oversee climate-related risks and opportunities.'’* This includes information regarding
how these bodies or individuals have climate-related risks and opportunities reflected in their mandates
and policies, and determine the appropriate oversight skills and competencies, when and how they

are informed, how they account for climate-related risks and opportunities in their decision-making,
how they oversee the setting and tracking of targets, and how are controls and procedures integrated
support the oversight of climate-related risks and opportunities.'”>

ii. Strategy

For strategy, companies are to report on their:

e climate-related risks and opportunities;
e thecurrent and anticipated effects of climate-related risks and opportunities;
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o effects climate-related risks and opportunities have on the company’s strategy and deci-
sion-making, including details on its climate-related transition plan;

e effects climate-related risks and opportunities have on the company’s financial position,
financial performance, and cash flow, and their anticipated effects over the short-, medium-,
and long-term; and

e climate resilience of the company’s strategy and business model.1”¢

This includes undertaking climate-related scenario analyses and reporting on its assessment of climate
resilience, when it was conducted, the information and assumptions used.*””

iii. Risk management

For risk management, companies are to report on their:

e processes and policies used to identify, assess, prioritize, and monitor climate-related risks
and opportunities; and

¢ how and to what extent, these processes are integrated into and inform the company’s overall
risk management process.'’®

This includes information regarding the inputs and parameters the company uses, the use of scenario
analysis, how the company assesses the nature, likelihood and magnitude of the effects of climate-re-
lated risks, when and how it prioritizes climate-related risks over other risk types, and how the company
monitors climate-related risks and opportunities.'”?

iv. Metrics and targets
For metrics, companies are to report on their:

e Scope 1, 2,and 3 GHG emissions in accordance with the GHG Protocol;

e the amount and percentage of the company’s assets of business activities vulnerable to
climate-related transition risks or physical risks;

e the amount and percentage of the company’s assets or business activities aligned with
climate related-opportunities;

e the amount of capital expenditure, financing, or investment deployed towards climate-related
risks and opportunities;

e whether and how the company is applying a carbon price in its decision-making including the
price used; and

e whether and how climate-related matters are factored into executive remuneration.1&

For targets, companies are required to report on their quantitative and qualitative climate-related
targets they have set, including GHG emission reduction targets.'8! This includes information about the
specific targets set by the company, the company’s approach to setting and reviewing each target and its
progress monitoring, and the company’s performance towards its targets.8?
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E. Impact of international disclosure requirements
on the Canadian construction industry

Companies within the Canadian construction industry may also be impacted by climate-related
disclosure requirements abroad. Clients of Canadian construction companies with offices or operations
abroad may be subject to additional climate-related disclosure obligations and therefore require
additional climate-related information to be disclosed by construction companies regarding their
construction projects located in Canada.

The Corporate Sustainability Reporting Directive (CSRD)8® requires companies with listed securities

or significant operations within the European Union (EU) to report on climate-related matters, set
sustainability targets, and track the company’s progress towards its sustainability targets.'®* Disclosure
under CSRD is based on a double materiality standard, unlike the single financial materiality standard
found in Canada securities regulations.'® Under a double materiality standard, companies are required
to disclose climate-related information that is material to a company’s financial performance, but

also information regarding a company’s climate-related impacts that are material to society and the
environment.!8¢

The scope of the CSRD applies to both EU and non-EU-listed companies.'®” The transition period

for reporting under the CSRD is slated to begin with a company’s 2024 financial reporting year, with
additional companies falling into the scope of the CSRD in the years that follow.'®8 The CSRD is the
subject of a proposed EU Omnibus Bill, which proposes changes to the transition period and reduce the
reporting requirements for small- and medium-sized companies.8’

In the United States, the Securities and Exchange Commission (SEC) has adopted climate-related
disclosure requirements for publicly-listed companies.*” It requires companies to disclose climate-re-
lated risks that are financially material to the company, including oversight of the directors, the role of
management in assessing and managing material climate-related risks, mitigation or adaptation efforts,
and the financial impacts of severe weather events, carbon offsets, or renewable energy credits that
constitute a material component of the company’s plans to achieve its disclosed emission targets.!”!
Select larger companies, designated as “accelerated filers” are also required to disclose material Scope 1
and 2 GHG emissions.'?? The SEC has “paused” enforcement of these disclosure requirements pending
the decision from the Eighth Circuit Court.*”®

As climate-related reporting obligations like the CSRD and the SEC’s climate-related disclosure rules
come into effect, and as further reporting obligations develop abroad, to remain competitive Canadian
construction companies will need to develop the competency and capacity regarding climate-related
matters at the project and company level. Construction companies may be asked to provide specific
climate-related disclosures to their clients, such as embodied emissions calculations for a project, oper-
ational emissions estimates for a building, climate resiliency planning considerations in the design and
construction of a building, or information regarding the material climate-related impacts a project may
have on a community or the environment. Construction clients may need this additional climate-related
information in order to satisfy their own legal or regulatory requirements, which may arise based on
where their head office location or where they have signification operations. If Canadian construction
companies are unable to provide the requested climate-related information for construction projects
located in Canada, they may lose their competitive advantage when bidding on construction projects for
clients subject to these additional reporting obligations abroad. While these climate-related reporting
obligations may not directly apply to Canadian construction companies, their operations may be indi-
rectly affected through additional disclosure requirements imposed by their clients.
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F. Global trends in climate-related regulation of the construction industry

Across the globe, there is an ongoing shift towards tracking, disclosing, and reducing embodied emis-
sions in construction projects and zero emission buildings.

a. Embodied emissions

A focus on embodied emissions is occurring across the global construction industry.?”* The Netherlands,
for example, has been regulating embodied emissions since 2013.%° The national Building Code Decree
introduced LCAs for new office buildings, and in applications for building permits, the global warming
potential of a project must be reported.'?¢ The Netherlands has also established an assessment meth-
odology for LCAs and a database providing product information to prepare EPDs and locate alternative
construction materials.'””

In Norway, the Oslo City Council has introduced new procurement criteria aimed at fostering more
sustainable and transparent building practices. One of the city’s criteria encourages municipal
construction projects to use emission-free construction equipment and transportation for construction
materials.'”® Another criterion limits subcontracting chains to a single vertical level with the goal of
improving oversight.*??

In the United Kingdom, the British Standards Institute has published several standards targeting
embodied emissions, including a methodology for assessing a building’s performance, specification of
the assessment of life cycle GHG emissions, and carbon management in buildings and infrastructure.?®
A database has also been established focusing on carbon estimating and benchmarking for buildings
and infrastructure.?!

As part of New Zealand’s Building for Climate Programme, a Whole-of-Life Embodied Carbon Emissions
Framework has been established to mitigate emissions from the production of building materials to

the end-of-life phases of a building, including a Whole-of-Life Embodied Carbon Assessment method-
ology.?°2 The framework works to maximize efficiencies in new construction and retrofits and includes
voluntary emission reporting and the introduction of whole-life carbon caps for construction projects.?°

Canadian embodied emission regulations have started to emerge?** and are expected to be included
in the 2030 national model code.?°> The Canadian construction industry should anticipate embodied
emission regulations to continue to evolve in line with global trends.

b. Zero emissions buildings

Zero emission buildings are also becoming mandatory. Since 2020, all new buildings in the EU have been
required to be nearly-zero emission buildings.?°¢ Nearly-zero emission buildings mean that all new build-
ings are required to have high energy performance and nearly zero or low energy needs covered signifi-
cantly by onsite or nearby renewable energy sources.??” As of January 1, 2028 for all publicly-owned
buildings and January 1, 2030 for all other buildings, new buildings in the EU will be required to be zero
emission, a higher standard than nearly-zero emission.?’® Zero emission buildings have:

e very high energy performance;

e zeroor very low energy needs;

e produce zero onsite carbon emissions from fossil fuels; and
e zeroor very low amount of operational GHG emissions.??
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While Canada is currently working towards net-zero energy ready standards by 2030 in the develop-
ment of its national model energy code,?'° following global trends, the Canadian construction industry
should anticipate building requirements to move towards addressing emissions in a more comprehen-
sive and stringent manner.

As additional regulations and policies aimed at making the construction and buildings sectors more
sustainable continue to develop in other countries, companies within Canada’s construction industry
should plan for similar shifts to arise. The trend across the globe is for more sustainable and resilient
construction and buildings sectors.

V. Steps for effective climate governance

As aresult of their management and oversight responsibilities, directors have a critical role in ensuring
their company is equipped with effective governance practices to be able to identify, assess, manage,
and communicate its climate-related risks and opportunities, and create a more sustainable and resilient
company for the long term.

Effective climate governance requires directors to ask themselves the right questions and carefully
consider how climate-related risks and opportunities should be integrated throughout their company.
It involves undertaking scenario analyses to assess their business strategies considering the potential
climate situations they may face. Effective climate governance also involves setting science-based
targets and being able to adequately track and communicate a company’s climate-related information
and its progress towards net-zero and climate resilience.

A. Guiding questions to help directors understand their
current position and future directions

This section of the Guide presents key questions for directors to consider in order to help their company
meet market expectations and regulatory requirements and to support directors in fulfilling their
responsibilities around managing climate change impacts and the transition to net-zero emissions.

These questions have been adapted for the Canadian construction industry from existing frameworks,
including CSDS 1 and 2,'* the guiding principles published by the World Economic Forum,?*2 the TCFD
Implementation Guide,?*® and other CCLI publications.?'* However, these questions are broad by design.
Directors should consider these questions in light of their company’s governance structure, operations,
position within the construction value chain, and current level of integration of climate-related gov-
ernance, strategies, risk management, targets, metrics, and disclosures. Directors should utilize these
questions to move their company towards more effective climate governance.

a. Governance

e How should we integrate climate-related risks and opportunities into our board governance
structure?

e Do we have the appropriate knowledge, skills, and expertise needed to be able to oversee a
comprehensive identification, assessment, management, and communication of the climate-relat-
ed risks and opportunities affecting our company? How do we upskill and maintain an appropriate
level of knowledge, skills, and expertise about climate-related risks and opportunities affecting
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companies operating in our industry, market, sector, or region? How do we pass down the required
knowledge, skills, and expertise about climate-related risks and opportunities throughout our
company?

While management and oversight of climate-related risks and opportunities are the responsibili-
ties of all directors, do we need to allocate responsibility for its oversight and management across
our existing board committees or establish a dedicated climate-related committee?

Do we have a climate management plan? Are we able to communicate our climate management
plan to our company’s managers, employees, investors, and clients?

Who is responsible for the day-to-day management of climate-related risks and opportunities
and the execution of our climate management plan within the company (e.g. legal, procurement,
design, finance)? What does this allocation of responsibility say about how we, as a company,
approach our climate-related risks and opportunities? Do the individuals or departments respon-
sible for the day-to-day management of climate-related risks and opportunities and execution of
our climate management plan have the necessary resources (e.g. authority, funding) to carry out
their responsibilities effectively?

Which individuals or departments need to come together to identify, assess, manage, and commu-
nicate climate-related risks and opportunities effectively?

How are our climate-related policies and management plans operationalized within our company?
Do our policies and management plans reach every manager or employee within our company?

Is executive remuneration connected to our company’s performance towards climate-related risks
and emission reduction targets? If yes, how? If no, why not?

b. Strategy

How are climate-related risks and opportunities considered and integrated into our company’s
strategic planning processes? How do our company’s strategic planning processes account for and
leverage the construction value chain?

How are our company’s clients and competitors, and other actors within the construction value
chain factoring climate-related risks and opportunities into their own decision-making processes?

How does our strategic plan align with the federal government’s target to reduce emissions by 40
per cent by 2030 and have a net-zero emissions and climate resilient buildings sector by 2050?2%>

How do we, as a company, ensure that management is considering all available, new, and emerging
technologies, products, services, and incentives to reduce emissions, enhance climate resiliency,
upskill our workforce, and deliver the products and services our clients want and need to address
climate change, and the net-zero transition?

How does our company view its role in the overall construction value chain regarding climate
change and the net-zero transition? How can the company engage and communicate with
other actors throughout the construction value chain to advance our climate management
plan, emission reduction targets, net-zero transition, and climate resiliency strategies?

Are we satisfied that our company has the correct leadership in place to lead our company in the
strategic direction that we want to take in terms of climate change and the net-zero transition?
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c. Risk management

How does our company assess whether climate-related risks or opportunities have a material
impact on our financial position, performance, and prospects? How do we, as a company, deter-
mine our risk appetite regarding climate-related risks and opportunities? What factors are consid-
ered to determine how short-, medium-, or long-term climate-related risks and opportunities

are to be prioritized against our companies’ other priorities? How do our company’s existing risk
assessment and management frameworks need to be adapted to better account for climate-relat-
ed risks?

What processes does our company have in place to ensure foreseeable and emerging climate-re-
lated risks are identified, assessed, confirmed, and communicated to directors in an accurate
and timely manner?

Does our climate-related risk assessment and management framework encompass the full scope
of the potential impacts that climate-related risks and opportunities have on our company,
communities, employees, investors, clients, and other actors along the construction value chain?

Are our internal knowledge, skills, and capabilities sufficient to adequately identify, assess, and
manage climate-related risks and opportunities? When and how do we retain and apply external
expertise in our assessment and management of climate-related risks and opportunities?

How have we assessed our risk exposure from our standard form contract clauses (i.e. force
majeure, relief events, supervening events clauses) that may no longer offer protection regarding
climate-related risks? How are we approaching contract negotiations with our clients and other
actors across the construction value chain to address climate-related risks previously encom-
passed in our standard form contract clauses?

What is our company’s management plan for mitigating disruptions to worksites from acute or
chronic climate-related events?



23

Building resilience: A guide to climate governance for Canada’s construction sector

d. Metrics and targets

e Have we set science-based emission reduc-
tion targets for our company?

e What resources have we directed to collect
complete and accurate data required for
setting science-based reduction targets for
our company?

¢ How have we integrated our climate
management plan and science-based emis-
sion reduction targets throughout our
company and our construction projects?
How does our company set appropriate
metrics to assess its progress towards its
emission reduction targets? What resourc-
es has our company allocated to accurately
measure and report its progress towards its
emission reduction targets?

e Should our company’s emission reduc-
tion targets, or ongoing measurement and
reporting of progress towards our emission
reduction targets, be subject to third party
assurance?

e How isour company negotiating project
requirements with other actors across the
construction value chain to ensure terms
of our supply and service agreements are
aligned with our company’s emission reduc-
tion targets and climate management plan?

B. Scenario analysis

Science-based emission reduction targets
provide personalized and defined path for
companies to reduce their GHG emissions.

A strong emissions reduction target is one that
is:

(i) comprehensive - focuses on all, or a majority,
of the company’s emissions. Directors should
consider what scopes of emissions and company
activities the target encompasses.

(ii) ambitious - science-based and aligns with
net-zero emissions by 2050 target. Directors
should consider the scale of the reductionin
remissions that it envisions, the timeline for
the end target and any interim targets, and
the reference year it chooses as its baseline to
measure the company’s progress against.

(iii) feasible - the company and its stakeholders
have confidence that the targets can be
achieved. Directors should carefully consider
and develop a strategy to achieve its target.
Directors should also consider the company’s
track record in achieving any interim targets and
re-assess its strategy for achieving its overall
target if the company starts missing its interim
targets.

Climate scenarios provide an important analytical tool for companies to develop their climate manage-
ment strategies and are a core component of CSDS 2 and recommendation of the TCFD framework.?%¢
A “scenario analysis is a process for identifying and assessing the potential implications of a range of
plausible future climate states under conditions of uncertainty.”?*” While not currently mandatory for
most companies, climate scenario analyses provide companies with the opportunity to run their organi-
zation through a range of potential future climate states to evaluate the resiliency of their company and

its strategic plans.?®

The TCFD recommends that companies analyze at least three climate scenarios that are plausible and
have distinct time horizons and impacts.?*? It recommends that one of these scenarios is for 2°C above

pre-industrial levels.??°

The scenario analysis provides a structure for directors to widen their perspectives regarding the
potential climate-related risks and opportunities their company may face and the sufficiency of their
company’s strategic approach to these matters.??* It can help challenge the company’s “business-as-
usual” model and the foundational assumptions its business operates on.??2 Construction companies can
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utilize climate scenarios to assess the sufficiency of their climate adaptation strategies implemented
for their own operations. They can also be used to help construction companies evaluate the potential
products and services aimed at climate resiliency that they should put on offer to their clients.

By running climate scenarios, directors of construction companies are able to undertake a comprehen-
sive evaluation of their company’s business, strategies, management plans, and financial performance
under multiple climate states that may arise and affect the company in the future.

C. Disclosure and communication of climate-related information

Directors of Canadian construction companies are responsible for ensuring their company complies
with reporting obligations, including reporting on climate-related information. Directors need to stay
up-to-date and monitor the developments in climate-related reporting requirements as they continue
to develop, as outlined in Sections IV.B, C, and D of this Guide.

While Canadian construction companies may not yet be subject to specific climate-related reporting
obligations, directors may decide to voluntarily begin reporting on their climate-related information and
targets. Companies voluntarily reporting in line with CSDS 1 and 2 can be ahead of the curve, establish-
ing reporting measures and practices before they become mandatory. Voluntary reporting can also help
to enhance trust and transparency throughout the construction value chain, and between construction
companies, their clients, and their stakeholders.

Notwithstanding a company’s regulatory reporting requirements, directors also need to consider how
and when they choose to report climate-related information to their clients and other actors across

the construction value chain whether on a company-wide or project-specific basis. Some reporting
requirements may be specified in a client’s RFP or construction contracts; however, directors will need
to confirm they have allocated adequate resources to measure, verify, and report on the required
climate-related information to clients. Directors also need to consider how they will work together with
other actors across the construction value chain to ensure they obtain the relevant climate-related
information the company needs to be able to make accurate and timely disclosures on a construction
project. Directors should also consider how client-specific disclosures complement and are consistent
with any wider climate-related reporting made by the company.

Recommendations of the TCFD outline seven principles to help guide companies towards making
effective climate-related disclosures.?? The principles include that the information presented should be:
(1) relevant; (2) specific and complete; (3) clear, balanced, and understandable; (4) consistent over time;
(5) comparable among organizations across a sector, industry, or portfolio; (6) reliable, verifiable, and
objective; and (7) timely.2?*

Questions for directors to consider when deciding whether to report on climate-related matters:

e What assessments has our company undertaken to ensure material climate-related information is
disclosed in our company’s MD&A or AlF, as required?

e How confident is the board, on the advice of the audit committee, that the financial statements
and other continuous disclosure forms integrate climate-related assumptions and disclose
management’s assessment of material climate-related risks and opportunities for our company as
currently required under Canadian securities law, corporate law, accounting standards, and stock
exchange listing requirements, as applicable?



25 Building resilience: A guide to climate governance for Canada’s construction sector

e How does the board hold management accountable for executing accurate, comprehensive,
and timely climate-related disclosures and for maintaining adequate supervision of regulatory
developments?

e How has our company ensured adequate resources and systems are in place throughout our
company to make sure climate-related information reported is comprehensive, accurate, and
verified?

e Ifclimate-related disclosures are not mandatory for our company, how could our company benefit
from voluntarily reporting climate-related information in accordance with CSDS 1 and 2, or other
relevant reporting standards?

e How does the board develop and encourage a collective dialogue, methodology, and information
sharing across the construction value chain? How is our company negotiating climate-related
reporting requirements with other actors across the construction value chain to ensure that we
will receive the climate-related information we require about a project? How does our company
ensure that the disclosures received from other actors across the construction value chain meet
the TCFD’s principles for effective disclosure?

VI. Conclusion

The Canadian construction industry is in a critical position to have a long-lasting impact, helping to

build sustainable businesses and communities. By prioritizing and strengthening their own climate
governance and collaborating with companies throughout the construction value chain, construction
companies have the ability to work to mitigate the negative impacts of climate change and adapt our
physical communities to be more resilient. With every step towards building greener and more effective
climate governance, the Canadian construction sector can have a tangible impact on creating a more
sustainable and resilient future.

Canadian construction companies face substantial physical and transition risks arising from climate
change that require careful consideration. While this Guide has highlighted a number of these, it also
outlined some of the significant climate-related opportunities available for companies in Canada’s
construction industry to leverage.

By clarifying the legal landscape of climate change and the net-zero transition for companies in Canada’s
construction industry, this Guide equipped readers with a practical framework for implementing
effective climate governance across companies of all types and sizes. It provided recommendations

and practical tools for directors, management, and other professionals in the industry to employ within
their companies to ensure they continue to meet market expectations, regulatory requirements, remain
competitive, and fulfill their duties in managing and overseeing the impacts of climate change and the
transition to a net-zero economy.
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Appendix | - Climate-related risks for the Canadian
construction industry

A. Physical risks

Climate change creates risks to the worksite, construction timeline, construction practices, supply
chains, project feasibility, and building longevity. With climate change’s extreme heat, frequency and
intensity of precipitation, and wind events, the impacts to worksites will worsen.??> During precipitation
events, workers divert time and attention away from construction and onto the protection of materials
and work areas, and subsequently clearing the aftermath.??

Light rain has been found to decrease worker productivity by 40 per cent.??” Productivity on the
worksite also slows as temperatures rise. Every one degree the temperature rises above 28°C has been
found to decrease worker productivity by 57 per cent, while also increasing the risk of heat-related
injuries for workers.??®

Construction materials can also be affected by temperatures, precipitation, and wind speeds.??° For
example, precipitation and temperatures can affect setting times for concrete and masonry works.
Windspeeds can prevent steel from being lifted and placed. Precipitation can affect methods for joining
steel, and extreme cold can make steel brittle. The use of construction equipment may also be impacted
by getting stuck in mud as a result of heavy precipitation, unable to start because of the temperature,

or unable to be safely operated because of high winds.z*° Weather alone has been found to cause an
increase in construction project timelines by 10 per cent.?3! As delays arise and compound, projects may
extend beyond the construction season bringing additional weather challenges and costs with it.2%2

An increase in severe weather events will also likely disrupt supply chains for construction projects.?33
Severe weather events can impact the transportation of goods to a worksite and the availability of
certain construction materials.2** For example, wildfires in Western Canada have the potential to impact
forestry productivity, and therefore, the availability of wood products for construction projects.?%

Climate change may also impact the feasibility of certain construction projects. Wildfires, flood-plains
inundation, coastal flooding and erosion, and thawing permafrost may displace communities.?3¢ As
at-risk communities begin to move away from areas facing severe physical risks or additional building
restrictions because of climate change, the demand for or financial viability of certain construction
projects may be impacted. Construction companies may be left with holes in their construction calendar
as construction projects are cancelled and it may leave others with stranded investments in partially
completed projects.?*’

Even after construction is completed, climate change poses physical risks to a building giving rise to indi-
rect risks for the companies involved in their construction. A building’s survival may be at risk depending
on its ability to withstand an extreme weather event or natural disaster, like a tornado or hurricane.?®
The increase in the frequency and duration of precipitation events, peak wind loads, extreme wind
events, and temperature fluctuations are expected to impact the exteriors of buildings, and result in
premature degradation of building elements like roofs, walls, and fenestration systems.?*” Construction
companies may experience repercussions of this premature degradation through claims under war-
ranties or negative impacts to their reputations from clients perceiving the same as insufficient climate
resilience planning for a project.
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B. Transition risks

Policies and regulation changes may be aimed at climate change mitigation, attempting to curb or
constrain actions that contribute to the adverse effects of climate change, or at climate change adapta-
tion efforts.?*° The buildings and construction sectors are not currently on track to meet Canada’s 2030
or 2050 emission reduction targets within the current policy framework.?*! Physical infrastructure sits
in the top six major climate-related risks facing Canada between now and 2040.24? Therefore, further
policies and regulations encompassing the Canadian construction industry and aimed at deepening
emission reductions, accelerating the net-zero transition, and building climate resiliency are likely on
the horizon, and companies will be expected to adapt.

Construction companies will need to be able to operate within the regional legal and regulatory frame-
works where their offices are based or where a project is located. Despite regional differentiation, there
has been an overall shift towards building greater climate resiliency, reducing emissions, and increasing
climate-related disclosures through regulations at the provincial and municipal levels.?* These shifts
impact how companies approach the design, planning, and execution of construction projects.

Updates to the national model energy code are expected to create a net-zero energy ready code,
require the measurement and reporting of operational and embodied emissions from a building’s design
and construction, and add considerations regarding climate resiliency.?** Requirements to measure,
reduce, and report emissions are being added to municipal building permit applications?*> and bylaws
surrounding building operations.?*¢

Carbon pricing policies, both in Canada and globally, are also impacting the Canadian construction
industry. Carbon pricing recognizes the cost of pollution and adds a charge to fuel distributors and other
registered persons.?*” With building materials, such as steel, that use a significant amount of fossil fuels
in their manufacturing process, construction companies may see these costs passed along the value
chain, impacting the cost and profitability of a construction project.?#

Legal risks are another category of risks companies may be facing because of climate change.?*
Although climate change litigation in Canadais still in its infancy, there has been an increase in
climate-related litigation claims, here and abroad, for issues such as the failure to mitigate the impacts
of climate change, failure to adapt to climate change, and the insufficiency of climate-related risk
disclosures.?*° In Switzerland, for example, climate litigation has been commenced against a Swiss-based
building materials company for its contribution to climate-related damages experienced by Pari Island,
Indonesia.?>* As climate change damages and losses continue to grow, the legal risk to companies is

also likely to increase.

There is also an increased focus on false or misleading statements regarding a company’s climate-re-
lated information. Bill C-59%°2 amended section 74.01 the Competition Act?>® opening the door to
companies facing potential sanctions and litigation for greenwashing. Canadian construction companies
need to exercise care when making climate-related claims to reduce their legal risk around greenwash-
ing, but the risk should not prevent construction companies from making fair and accurate climate-re-
lated disclosures.?>*
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Boilerplate construction contract clauses, such as a force majeure, relief events, or supervening events
clause, may also expose construction companies to additional legal liabilities in the face of climate
change. An unforeseeable and unpreventable event is often required to trigger the protection of these
types of clauses.?>> However, climate change means that many chronic or acute climate-related events
may no longer be considered unforeseeable or unpreventable for delays to be protected under these
boilerplate clauses.?* Construction companies will need to consider how they mitigate and proactively
adapt to climate-related risks to protect the enforceability of these clauses for truly unprecedented and
unforeseeable climate-related events,?*” and negotiate climate-specific contract clauses to account for
climate-related construction delays.?>®

Technology risks are risks associated with new and emerging technologies aimed at mitigating
emissions or adapting to the effects of climate change.?* Lower emission building materials, such as
lower embodied carbon concrete, steel, and insulation,?° and construction methods to reduce emissions
and adapt to the worsening weather events on worksites, such as offsite and modular construction, and
an expanded use of mass timber, are emerging onto the market.?s* Construction companies will

need to learn about, upskill, and adapt to working with these new lower emissions materials and
methods as they emerge into the market and the demand for buildings with lower embodied carbon
emissions grow.

Companies in the construction industry may also face reputational risks as a result of climate change
and the net-zero transition. Reputational risks arise from changing customer or community perceptions
about a company’s contribution to climate change or derogation of the net-zero transition.?é? Depending
on acompany’s environmental credentials, sustainability disclosures, and efforts towards climate
change mitigation and adaption and the net-zero transition, a company that is unable to keep up

with the times and changing perceptions may end up with a negative public image impacting its

bottom line.2¢3

Market risks pose some of the greatest risks for companies within the Canadian construction

industry. Market risks are the ways in which a market may shift as a result of climate change.?** Demand
for certain building materials, products, and services will shift as clients and actors across the
construction value chain consider their climate-related risks and opportunities further.?¢> Traditional
building materials and construction methods may no longer be the norm as the market moves towards
more green certified buildings and standards, such as the Leadership in Energy and Environmental
Design (LEED®),?¢¢ and the Canada Green Building Council’s (CAGBC) Zero Cabon BuildingTM (ZCB)
design and performance standards.?¢’

The market is increasingly requiring construction companies to share greater climate-related informa-
tion. Clients and other companies involved in a construction project need climate-related information
from across the construction value chain to satisfy their own climate-related obligations. More boards
of directors, executives, investors, and financiers require climate-related disclosures regarding a compa-
ny’s emissions and climate-related risks. Regulations domestically and globally are beginning to require
companies to make climate-related disclosures. While not all climate-related reporting regulations will
be directed at everyone across the construction value chain, many will be indirectly affected. Therefore,
to remain competitive in the Canadian market, companies will need to have the knowledge, skills, and
capacity to track and disclose climate-related information. Disclosure obligations and their impacts on
Canadian construction companies are discussed in Section IV of this Guide.
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Even to get a foot in the door to bid on construction projects, the market is moving to require construc-
tion companies to address their climate impacts and actively engage in the net-zero transition. Request
for Proposals (RFPs) and prequalification processes for construction projects are starting to require
climate-related information and ask companies to demonstrate their competitiveness from a climate
perspective. These requirements are emerging within both the public and private sectors,?® and by
2030, 80 per cent of public and municipal organizations are expected to have climate change adaptation
considerations incorporated into their decision-making processes.?*’ Terms and conditions may range
from requesting specific climate-related disclosures regarding a project, setting green building materials
and recycling and landfill diversion requirements, setting embodied carbon standards, or for a company
to have and disclose their sustainability management plan. Details of the federal procurement require-
ments are discussed in Section IV.B of this Guide.

Appendix Il - Climate-related opportunities for the
Canadian construction industry

A. Competitive in the local and global market

By building a better understanding of climate change in the context of the Canadian construction indus-
try, companies can strategically position themselves in the changing market. Construction companies
will place themselves in a competitive position to win bids, if, for example, they understand the physical
effects of climate change on a project or the steps to make a project more climate resilient or they have
the capabilities to track and disclose a project’s embodied and operational emissions.

Federal, provincial, and municipal governments, and an increasing number of building owners are being
asked to be more transparent and disclose material information regarding their environmental impacts
and ability to withstand the impacts of climate change.?”° Companies will need to be able to detail
climate-related information about their construction projects as a result of emerging reporting obliga-
tions, both domestically and globally, and through voluntary reporting efforts of companies. Companies
who can reach across and engage with actors from across the construction value chain to receive and
provide accurate climate-related information about a project will help companies differentiate them-
selves within the competitive construction industry.

Construction companies that are strategically building their knowledge, skills, and capacities
around climate change and the net-zero transition will give companies a key advantage in local
and global markets.

B. New products and services

Companies within the Canadian construction industry have the opportunity to develop their knowledge
and skills to introduce and deliver new products and services to their clients that can work to further
climate mitigation and adaptation efforts. Building green from the start provides the best means for
achieving net-zero emissions and developing the greatest climate resiliency.?’! Canada has billions of
square feet of commercial, institutional, and industrial building space, and less than one percent is
considered to be net-zero energy ready.?’? This existing building stock will need to be retrofitted to
reduce its operational emissions and strengthen its climate resiliency.?’® Construction companies are
therefore poised to be able to leverage the shift to net-zero emissions by offering clients more sustain-
able building solutions.
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a. Building green

Client preferences are continuing to shift, pressuring the construction industry to adopt greener

and more sustainable processes, products, and services.?’* Between 60 and 77 per cent of Canadians
support net-zero energy ready building codes.?”> The business case for building green from the start is
clear for clients as it offers lower operating costs, higher returns, enhanced productivity, and saving the
additional costs and disruptions of future retrofits to reduce operational emissions; retrofits that are
likely required before the usual re-investment timeline for buildings.?”¢

With the Government of Canada’s goal of net-zero emissions by 2050 for the buildings sector, all new
buildings in Canada need to be at least net-zero energy ready by no later than 2030.2”” Therefore, the
green building sector is expected to continue to grow.

By working with actors across the construction value chain, companies have the opportunity to offer
lower embodied carbon construction with Canadian-sourced materials. Low embodied carbon solutions
can be achieved through different approaches. A whole-building design approach looks at the funda-
mental design of a building to meet the design and operational requirements of a project while reducing
the embodied carbon required to complete the project.?’® This can include redevelopment of an existing
building, opting for more efficient structural components, using alternative building techniques, using
prefabricated systems or components, or designing the project to minimize material waste.?” For
example, mass timber has expanded as a sustainable building material for low-rise buildings, and five- to
12-storey commercial buildings.?®° The manufacturing process of mass timber is not as energy-intensive
compared to cement or steel and, through sustainable forestry practices, it can also offer carbon-se-
questering benefits.?8* Another approach to offering lower embodied carbon solutions is through
one-for-one material substitution.?®2 Reduced carbon concrete, such as concrete that utilizes Portland
limestone cement (PLC), and reduced carbon steel, such as steel manufactured in an electric arc furnace
or that has a higher recycled steel content, are just two of the potential material substitutes offering
significant reductions in embodied carbon in key structural materials.?* Many of these lower embodied
carbon building materials can be sourced within Canada, which can also reduce embodied emissions in
the transportation of these building materials.?®*

Canadian construction companies have the opportunity to obtain green building certifications and
standards for their construction projects. The CAGBC'’s Zero Carbon BuildingTM (ZCB) standards is a
“made-in-Canada” framework offering the world’s first zero carbon building standards.?®*> The ZCB stan-
dard focuses on a building demonstrating zero carbon balance over the course of one year, a design that
prioritizes reducing energy demand and meeting energy needs efficiently, the use of onsite renewable
energy, and an evaluation of embodied carbon in the structural and envelope materials.?® There are also
Leadership in Energy and Environmental Design (LEED®) certifications,?®” the Green Building Initiative’s
Green Globes® certification,?®® the Investor Ready Energy Efficiency TM (IREE) certification,?®? the
BOMA BEST Sustainable certification,??° and the Natural Resource Canada’s ENERGY STAR® certifica-
tion.??* Green building certification programs are continuing to evolve. They are becoming increasingly
stringent and broadening their scope, addressing both operational and embodied emissions and other
green building practices. They continue to shape the ways buildings are being designed, constructed,
maintained, and operated in Canada.???

Notwithstanding the shifting preferences of clients, government targets, and the opportunities arising
from building green, a large percentage of buildings are still being constructed without green practices
or certifications.??® Adopting greener practices and offering the knowledge and skills surrounding green
building certifications and standards presents a prime opportunity for companies in the Canadian
construction industry to leverage the transition to net-zero emissions.
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b. Climate resilient buildings

Climate resilience and green buildings go hand-in-hand. With the intensifying effects of climate change,
aclimate resilient building is better at withstanding floods, wildfires, hurricanes, changing temperatures,
and increased precipitation, which means building resiliency considerations are becoming a higher
priority.2?* Climate resilient buildings are buildings designed and constructed to withstand and recover
from disasters and disruptions caused by climate change such as extreme weather events.?’> Canadian
construction companies have the opportunity to leverage emerging technologies and know-how to
construct buildings that allow businesses and communities to “bounce back” more quickly following an
extreme weather event.??¢ An assessment undertaken by the Council for Canadian Academies found
that adaptations targeted towards the physical risks of climate change to buildings and other infrastruc-
ture could result in costs savings of up to 75 per cent of the costs and disruptions caused by climate
change weather events over a 20-year period.??”

Building climate resilience requires location, planning, design, management, adaptation, operation, and
maintenance decisions to account for current and projected impacts of climate change.?’® It may include
upgraded ventilation systems, thermally reflective materials on roof and building facades, backwater
valves, not building in high-risk flood zones, selecting concrete mixtures that are better at withstanding
freeze-thaw cycles, installing protective structures, reinforced roofs, and impact-resistant glass.?’” The
Public Infrastructure Engineering Vulnerability Committee (PIEVC) Protocol provides models to help
companies and communities understand the potential effects of climate change on commercial, insti-
tutional, and industrial buildings in Canada and identify potential adaptation measures that increase a
building’s climate resiliency.>®

Climate resiliency for commercial, institutional, and industrial buildings in Canada, coupled with
green building practices and certifications present a significant opportunity for companies within the
Canadian construction industry to capitalize on.

c. Retrofits

While building green from the start presents an immense opportunity for companies in the Canadian
construction industry, Canada’s existing building stock consists of over 564,000 commercial and institu-
tional buildings, and 34,000 buildings owned and managed by the federal government.! Transitioning
the existing building stock into lower emission and climate resilient buildings presents another vast
opportunity for construction companies to capitalize on. Existing buildings were designed on historical
climate conditions.2°? The designers, architects, and engineers of these buildings did not anticipate or
account for the current and future climate conditions facing Canadians because of climate change.3%3
With net-zero emissions by 2050 fast approaching and the physical effects of climate change becoming
more severe, buildings which are already built will require significant retrofits.

Deep carbon retrofits are the process of improving multiple systems and pieces of equipmentin a
building with the goal of reducing GHG emissions.*** For example, deep carbon retrofits may include
replacing roofs, adding, upgrading, or rearranging windows, increasing insulation, or replacing space
and water heating systems that rely on fossil fuels with systems that rely on electricity. Typically, deep
carbon retrofits result in 70 per cent energy savings and reduce GHG emissions between 80 to 1,000
per cent.®% It is estimated that retrofitting large buildings alone could result in a reduction of the build-
ings sector’s operational emissions by up to 51 per cent.3% A study conducted by the CAGBC found that
all types of buildings are able to achieve deep reductions in GHG emissions or be positioned for clean
energy grids of the future, and most buildings could achieve net-zero today.>*”
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Currently, there is approximately one per cent of Canada’s building stock being retrofitted to address
climate change per year.3%¢ At this rate, it would take 71 years to retrofit all of Canada’s existing com-
mercial and institutional buildings, long past Canada’s 2050 net-zero target.>** To meet Canada’s climate
goals, retrofitting of the existing building stock needs to accelerate to between three and five percent
per year by 2025.31° Thus, deep carbon retrofitting is poised to become an expanding sector within the
Canadian construction industry.

In contrast to deep carbon retrofits, green retrofitting aims to improve a building’s resilience towards
the physical effects of climate change.?'! For example, waterproofing, improving drainage, upgrading a
building’s envelope, using appropriate materials in wildfire-prone communities, and installing impact-re-
sistant windows and doors can increase a building’s ability to withstand the physical effects of climate
change.?'? Green retrofits can improve the comfort and safety of people utilizing a building, maintain
business continuity, and also increasing the value of a building.3'3

Deep carbon and green retrofitting of Canada’s existing commercial, institutional, and industrial build-
ing stock, therefore, presents an opportunity for companies in the construction industry to build out
their knowledge, skills, and capacities, and join what is projected to become a growing segment of the
industry.

d. Engineering, procurement, and construction contacts

Engineering, procurement, and construction (EPC) contracts for climate projects are also an opportu-
nity for construction companies to build out their capabilities and leverage the net-zero transition. EPC
contracts are contracts where all elements of a project, including its design, procurement, construction,
project management, and commissioning, are the responsibility of a single contractor (either a single
company or a consortium).3* Many climate projects are seen as being too small for many established
EPC companies, with about 60 per cent of demonstration and commercial climate projects having an
estimated cost of less than $100 million.3?* Climate EPC contracts present an opportunity for new
companies to enter the EPC market and build out their knowledge, skills, networks, and capabilities, as
climate projects continue to proliferate the construction industry.

C. Green incentives

As of 2024, climate resiliency is factored into all new federal infrastructure funding programs.3*¢ The
Government of Canada has created several programs targeted at commercial and institutional buildings
to strengthen green building, retrofits, and the development of the skilled workforce needs for a green
construction industry.??” The Canada Infrastructure Bank has also introduced a Commercial Building
Retrofits Initiative leveraging $2 billion in funding for deep carbon retrofits of privately-owned commer-
cial and industrial buildings certified through the IREE.3*8

Green bonds and sustainability-linked loans are also available to finance the net-zero transition. Green
bonds are a financial debt instrument designed to borrow or raise funds to invest in “green” projects,
including green buildings.?? Sustainability-linked loans are debt facilities that have their terms tied to a
borrower’s sustainability performance targets.3?°

Construction companies can help their clients and themselves take advantage of these sustainabili-
ty-focused financing mechanisms, while enhancing their knowledge, skills, capabilities, and track record
around deep carbon retrofits and green construction.
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Construction companies can also obtain cost-savings by addressing their climate-related risks.
Insurance companies have started providing financial benefits to policyholders who address climate-re-
lated matters affecting the policyholder’s assets and operations.3?! By identifying and addressing a
company’s climate-related risks, construction companies may be eligible to receive a reduction in their
insurance premiums.

About the Canadian Construction Association

The Canadian Construction Association (CCA) is a national, non-profit association that represents the
interests of the institutional, commercial, industrial, civil and multi-residential construction industry in
Canada. Backed by 18,000 member firms drawn from 57 local and provincial integrated partner associa-
tions, CCA plays a pivotal role in shaping policies and practices that impact the construction industry.

Canada’s construction industry is an economic powerhouse, driving job creation, strengthening supply
chains, supporting investment, and feeding the growth of other economic sectors. The sector employs
over 1.6 million people in Canada and pumps more than $162 billion into the economy annually,
accounting for 7.5 per cent of Canada’s gross domestic product (GDP).

CCA's primary mission is to inspire a progressive, innovative, and sustainable construction industry that
consistently acts with integrity. It works diligently to provide resources, education, and support to its
members, enabling them to navigate the evolving landscape of the industry.

Canadian Construction Association
250 Albert St., Suite 300

Ottawa, Ontario

cca-acc.com

About the Canada Climate Law Initiative

The Canada Climate Law Initiative (CCLI) provides businesses and regulators with climate governance
guidance so they can make informed decisions towards a net-zero economy. Powered by the nation’s
top expertise, they engage with boards of directors and trustees to ensure businesses understand their
legal duties with respect to climate change. CCLI’s legal research allows them to stay one step ahead in a
rapidly transforming policy landscape.

CCLlI is supported financially by family foundations and is led by its Principal Co-Investigators who
include professors at the University of British Columbia Peter A. Allard School of Law and Osgoode Hall
Law School, York University.

Canada Climate Law Initiative
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Vancouver, British Columbia
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