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A CLEAN ENERGY DIALOGUE -
PRIME MINISTER HARPER
AND PRESIDENT OBAMA

PLEDGE TO WORK TOGETHER

At their first official meeting in Ottawa on Febmnyal9
U.S. President Barack Obama and Canadian Primeté&dins
Steven Harper announced a new “Clean Energy Dialbgu
While falling short of the continental accord than@dian
government has suggested, the Clean Energy Dialisgae
first step towards developing a more coordinatepr@gch
to clean energy development and climate changeyat
North America. Senior officials from both sides tfe
border are expected to meet in coming weeks toclatime
Clean Energy Dialogue.

What is the Clean Energy Dialogue?

According to the Prime Minister’s Office, the Digloe
will focus on three main areas:

1. Clean Energy Research and Development -
including collaboration on energy research relatied
advanced biofuels, clean engines, and energy eféocy, a
review of existing forms of collaboration and the
identification of high-return opportunities for manded
joint research.

2. Clean Energy Deployment- focusing oncarbon
capture and storage- including coordinated research on
carbon capture and storage (“CCS”) technology at-ficed
power plants. To this end, the United States isetqu to
draw from the $3.4 billion designated for CCS
demonstrations in thAmerican Recovery and Reinvestment
Act and Canada from its $1 billion Clean Energy Fund i
Canada’s Economic Action Plan. The Canadian imvest
is in addition to a $2 billion fund announced bygita for
CCs.

3. Electricity Grid Development - including
consultations and information-sharing on the derratien
and deployment ofmart grid technology (smart metering

in residential and commercial buildings, digitizati

Issue 5 « February 2009

Davis LLP’s Climate

Change practice group
includes lawyers with a wide
variety of Canadian and
international experience
ranging from regulatory
compliance to project
finance. Our national team
helps clients navigate the
evolving world of climate
change regulation and seize
opportunities in an
increasingly carbon-
constrained economy. We
also have expertise in areas
of renewable energy
including wind energy, run of
river hydro, biomass and
fuel cell industries.

© Davis LLP, 2009

Page 1



LLP

DAVIS

Climate Change Law
Issue 5 ¢ February 2009

of distribution systems, and employing
information and measurement tools for effective
grid management). The United States and
Canada will share analysis of new options for
integrating wind power and other clean
generation sources into transmission systems
and encourage development of arid
stakeholders group building on the existing
U.S.-Canadian collaboration among the States
and provinces in the West, Midwest, and East.
These investments are expected to make
electricity delivery more reliable, reduce
congestion and power losses, enable consumers
to use energy more efficiently, and promote
broader development of renewable power.

The Importance of Technology

The goal of the Clean Energy Dialogue will
be to position both the U.S. and Canada at the
forefront of global leadership on clean energy
and climate change. The focus on innovation
and technology in the Clean Energy Dialogue is
designed to achieve this. Clean energy, carbon
capture and storage and renewable energy will
all have an impact on climate change through
the use of new innovations and technologies.
The governments of both countries will have to
collaborate to pursue technology and innovation
to fight climate change, stimulate the economy
and preserve national security. The Clean-
Energy Dialogue will bring private enterprise
and science together with government funds to
develop new technologies to combat global
warming and lead the world from economic
crisis.

The American Recovery and
Reinvestment Act

The Clean Energy Dialogue should be
understood in the context of the recently passed
American Recovery and Reinvestment Act of
2009 This massive spending bill will drive U.S.
national strategies in energy and climate change

over the coming year. TheAct includes
significant investments in clean energy
technology including $30 billion in direct

spending and $20 billion in tax incentives.
Specific provisions include:

Direct Spending

Carbon Capture and Storage - $3.4
billion for research and development

programs to advance carbon capture and
sequestration technologies;

Electricity Grid - $4.5 billion to
modernize the nation's electricity grid
with smart grid technology;

Building efficiency - $5 billion to make
federal buildings more energy efficient,
$4 billion for energy efficiency
improvements in  federally-funded
housing programs, and $5 billion for
weatherization  of  modest-income
homes;

Research - $3 billion for the National

Science Foundation for basic research in
science and engineering, $1.6 billion for
the Department of Energy's Office of

Science for basic physical sciences
research, including climate science,
biofuels, high-energy physics, nuclear
physics and fusion energy and $400
million for the Advanced Research

Projects Agency for Energy for “high

risk” — high “pay-back” research;

Rail - $8 billion in funding for high-
speed rail.

Tax Incentives

Renewable Energy - a three-year
extension of the Production Tax Credit
for electricity derived from wind
facilities through December 31, 2012, as
well as for geothermal, biomass,
hydropower, landfill gas, waste-to-
energy and marine facilities through
December 31, 2013 or grants of up to
30% of project development costs that
clean energy developers can use in lieu
of federal tax credits to secure project
financing;

Manufacturing - $2 billion in tax credits
for investing in the manufacture of
equipment used in projects that create or
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retool manufacturing facilities to make
components used to generate renewable
energy, storage systems for use in
electric or hybrid-electric cars, power
grid components supporting addition of
renewable sources, and equipment for
carbon capture and storage; Plug-in
Electric Vehicles Credit — increases in
tax credits) for qualified plug-in electric
drive vehicles.

Bonds and Loans

State and local governments - $4 billion
in renewable energy bonds;

Clean Energy Renewable Bond$1.6
billion of new clean energy renewable

bonds to finance wind, biomass,
geothermal, small irrigation,
hydropower, landfil gas, marine
renewable, and trash combustion
facilities;

Renewable Energy Loan Guarantee
Program- $6 billion for a temporary
loan guarantee program for renewable
energy power generation and
transmission projects

Copenhagen, 2009

In December, 2009 the world will gather in
Copenhagen, Denmark for the United Nations
Climate Change Conference. Answering media
guestions after the historic meeting on February
19, both the Prime Minister and the President
stressed that North America would become a
global leader in the fight against climate change.
The countries will commence the Clean Energy
Dialogue with a view to engaging in meaningful
discussions at Copenhagen. Although the
President confirmed that the U.S. must firm up
its own environmental policies before entering
into binding agreements with Canada, he said
that the “dialogue will move us in the right
direction.” The President commented “[m]y
hope is, is that we can show leadership so that
by the time the international conference takes
place in Copenhagen that the United States has
shown itself committed and ready to do its part”.
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Climate Change Law Practice Group

Davis LLP's national Climate Change Practice Group includes lawyers
with a wide variety of Canadian and international experience ranging
from regulatory compliance to project finance. Our national team helps
clients navigate the evolving world of climate change regulation and
seize opportunities in an increasingly carbon-constrained economy.

The group advises greenhouse gas emitters about regulatory
compliance, risk management and environmental disclosure. We also
advise emissions reduction project developers and cleantech
companies about carbon finance, project structuring, corporate
governance, IP protection, government relations and regulatory
affairs. We have significant expertise in areas of renewable energy
including wind energy, run of river hydro, biomass and fuel cell
industries

For more information please contact:

Vancouver Office
Brian Hiebert Grant Boyle Daniel Jarvis

604.643.2917 604.643.2914 604.643.2950

Edmonton Office

Robert A. Seidel Jennifer Cleall Craig Rose
780.429.6814 780.429.6838 780.429.6807
Calgary Office

Terence Dalgleish
403.698.8740

Toronto Office
David Crocker Andrew Lord
416.941.5415 416-369.5264

Tokyo Office

Tony McArthur
81.3.5251.5071

Jeff Horswill
604.643.6357

This bulletin is intended to provide our general comments on developments in the law. It is not intended to be a comprehensive review nor is it
intended to provide legal advice. Readers should not act on information in the bulletin without first seeking specific advice on the particular matter. The

firm will be pleased to provide additional details or discuss how this information is relevant to a specific situation.
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