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Jean Lorrain:

Hello everyone, and welcome to this Toronto Centre podcast. First, let me introduce myself. My
name is Jean Lorrain, and | am the Securities Advisory Board Chair at the Toronto Centre.
Funded and mandated by the federal government, Canada is in the process of developing a
national taxonomy framework to define green and transition investments, aligning capital with
climate mitigation priorities. The Canadian Taxonomy and Transition Planning Council, an
independent body, has been given the task of developing taxonomy guidelines for six major
Canadian sectors over the next two years. The council will also develop transition planning
guidance for Canadian corporations, helping them to prepare for climate disruption and make
the pivots required to stay profitable and competitive through a net-zero transition. It is therefore
with great pleasure that the Toronto Centre introduces Marlene Puffer, the chair of the
Taxonomy and Transition Planning Council, to talk to us about this initiative.

Marlene is a seasoned investment executive and board director with deep expertise across
business strategy, global capital markets, pension investments and governance, and enterprise
and culture transformation. She has held CEO, CIO, and board roles at leading Canadian
institutions, including chief investment officer at AIMCO, CEO of CN Investment Division, and
vice chair of the board and chair of the Asset Liability Committee at the Healthcare of Ontario
Pensions Plan, overseeing multi-billion-dollar portfolios across private and public markets.

She has championed long-term sustainable investing and inclusivity throughout her career. So,
Marlene, welcome and thank you for accepting to participate to this Toronto Centre Podcast.

Marlene K. Puffer:

It's my pleasure to be here.




Jean Lorrain:

I understand that the council has recently released for public feedback the foundational
framework and methodology for Canada's sustainable finance taxonomy. If I'm right, there's a
30-day period of consultation that will start even tomorrow. So, the podcast is quite at the right
time. In our discussion, | intend to explore with you what it means to define different categories
of sustainable investment in practice. Also, how a national taxonomy could improve
transparency, reduce greenwashing and support capital mobilization which is needed for the
transition to net-zero. In fact, what

are the implications that this brings
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ask you. You're a member of the
council, you're chief of the council.
Can you tell us a little bit about the
Taxonomy and Transition Planning
Council, its mission, and the
context of the taxonomy framework
and even your role as a chair?

Marlene K. Puffer:

Absolutely. Thanks very much, Jean. So, the effort to develop a sustainable finance taxonomy
in Canada actually goes back quite a long time. It was a key recommendation coming out of the
federal government's expert panel on sustainable finance back in 2019 and that panel included
Tiff Macklem. There were initial efforts by the CSA to move this forward and then the ball was
passed to the Sustainable Finance Action Council that was led by Barb Zvan. That council did a
tremendous amount of work, got significant alignment of the financial sector behind a taxonomy
roadmap that was published in 2022. Investors want a taxonomy to standardize the
classification of investments, and in fact, many have developed taxonomies internally for their
own use. Most of the pension funds, insurance companies, and banks have a taxonomy of their
own and standardization is going to make a big difference. So, it was finally in December of
2024 that the federal government agreed to fund an independent body to develop and deliver
the taxonomy.

There was a robust process led by Kathy Bardswick to identify and select the council members,
and there are 17 of us, it's a team with deep finance, climate, and governance expertise and
experience. We have underneath that more than 50 experts on formal advisory groups. The co-
chair of the council is Jamey Hubbs, who was formerly vice superintendent at OSFI, the banking
insurance and pension regulator. And Peter Routledge, superintendent of OSFl, is an official
observer, as are Yves Ouellet from the AMF in Quebec and Wendy Berman from the Canadian
Sustainability Standards Board. As | mentioned, the new council was given a very ambitious



mandate. It's to deliver sustainable investment guidelines focused on climate mitigation for six
major Canadian sectors by the end of 2027. It's a lot to get done by then, we know what it's
taken to get this far, and we have the benefit of the work and lessons that came before us both
here in Canada and in foreign jurisdictions. We're moving now at a clip to get this first set of
milestones over the finish line.

Jean Lorrain:

This brings me to the second
question. There have been
taxonomies that have been
developed all over the world. Over
60 or even 70 jurisdictions have
adopted taxonomies. What are the
results of these initiatives and why
do you think that Canada can now
benefit from formalizing a
sustainable finance taxonomy?

Marlene K. Puffer:

It's a great question. Canada is

We need to attract an additional
$115 billion in sustainable
investment every year to meet
our long-term climate
obligations to get to net-zero by
2050. That pool of capital that's
looking for sustainable
investment opportunities is
growing, but so is the
competition for that capital.

Marlene K.
Puffer

Business
Future
Pathways

behind on this, and we need to get ahead of it because we need to attract an additional $115
billion in sustainable investment every year to meet our long-term climate obligations to get to
net-zero by 2050. That pool of capital that's looking for sustainable investment opportunities is
growing, but so is the competition for that capital. Canada's not alone in pushing this agenda.
Our peers and competitors around the world are trying to attract capital for their own climate
transitions. But what many of our peers and competitors have that Canada does not is a
sustainable investment taxonomy. So, this is a tool that clearly identifies and credibly labels
economic activities and projects to say these align with net-zero pathways. So, it's as if our
competitors are showing investors these big, bright, glowing labels that say invest here. And
we're giving them black boxes at the moment.

It's important to note that Canada represents just 3% of the global market. We need to make it
easier, not harder for both domestic and foreign investors to see the opportunities for
sustainable investing in our economy. So that's what it's about: shining a light on Canada's

sustainable investment opportunities.

Jean Lorrain:

| think there's been a recent initiative by the council. The council recently released the proposed
foundational methodology for Canada's sustainable finance taxonomy. Can you tell us a bit
about the key elements that listeners should understand coming from that exercise?




Marlene K. Puffer:

Absolutely. It's important to note that we're currently asking for public comment on what | like to
call our North Star report. This initial report outlines the frame and foundation for all the future
work that we will do. So, please bear with me as | go through a bit of detail on this one. There
are three important proposals in the document. We have categories, criteria and safeguards.
So, in the categories department, we're proposing a green category, a transition category, and a
new abatement category. I'll explain more about those in a minute. As for criteria, we propose
an approach for developing the science-backed bar, the basis that an activity or project would
have to meet to be eligible for one of

these categories. Having everything
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lot of research has gone into this initial report. It was conducted by the Canadian Climate
Institute and much of it draws on international precedents. We're not the first ones to tackle this.
So, as you mentioned, more than 60 taxonomies are in use. Another 10 or so are under
development around the world. So, there's a lot of work for us to draw on. But | do want to talk
about the categories in a little more detail because this is where we have proposed some
innovation in the Canadian context. So, if you can bear with me a little longer, here we go. The
green category is pretty obvious, and it's been approached elsewhere and should be pretty
straightforward.

It applies to low or no carbon activities that accelerate the path to net-zero. It's very well-
defined. It generally applies to activities like renewable energy generation, electrification, electric
vehicle infrastructure, battery storage, et cetera. That's all pretty clear. The transition category is
a little more recent. We've seen this in use in Australia, and China, and in Singapore in varying
degrees, and this category applies to high emitting sectors like cement, steel, manufacturing,
where there's a need and an opportunity to transition these industries onto a net-zero path. So,
think about reducing the use of fossil fuels in this production of activities that are expected to
have continuing high demand. Then the third category that we're proposing is an abatement
category. This is new. So, as | said earlier, it's been a challenging ride to get a taxonomy
developed in Canada. And one reason is the important role that resource development plays in
the Canadian economy and of course its contributions to carbon emissions.

To put that in perspective, oil and gas production, refinement activities, and their related effects
make up only about 7% of Canadian GDP, but disproportionately it's about a third of Canada's



total emissions. It's massive. So, the question that's really key is how do we significantly drive
down emissions in these sectors in the short and medium term, really importantly, without
locking us into higher emissions in the long term? So, the idea here is that we don't want this
taxonomy to drive investments that slow down or delay Canada's climate transition in any way.
We'll be very strict about that. We also don't want to leave the opportunity to reduce emissions
from our most intensive sectors on the table. So, we're trying to tackle this and do something
about it. The proposed abatement category is about threading that needle, balancing those two
issues. Ultimately the aim is to develop robust guardrails that would really clearly identify and
label investments in very specific highly ring-fenced activities that significantly reduce emissions
in Canada's oil and gas sector.

So, the question is, will this third In Canada, the federal
category actually go forward? If so, what government has signaled
will the guardrails entail? That's an open intentions to launch Marlene K.
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order to be effective.

One thing that comes to mind when

listening to that is taxonomy will initially

be voluntary, and | think that's the wish

of the council, and | think the federal government is in accordance with that. This is similarly to
many existing other countries adopted taxonomies. The question becomes then what type of
incentives will drive its adoption? Has Canada rolled this out? What should be the role of
regulators and supervisors in practice? Can this even become mandatory? So, as you can see,
a multifaceted question, but | think all related to one another.

Marlene K. Puffer:

There's a lot to unpack there, so let me give it a try. What we are seeing in other jurisdictions is
market-driven adoption of taxonomies. So, market-based mechanisms that are spurred by the
development of taxonomy aligned financial instruments, loans, bonds, and so on that are aiming
at financing sustainable activities. For example, since the introduction of its voluntary taxonomy
in 2025, Australia's sustainable debt market grew by about 11%. It's had a meaningful impact on
moving capital and enhancing financing to these activities. So, ASFI, that's Australia's taxonomy
governance body, recently released new guidelines for issuing taxonomy aligned, use of
proceeds debt, and that's expected to further scale active use. So, defining this whole area
more clearly will help the market mechanisms work more efficiently, more effectively. And in
Canada, the federal government has signaled intentions to launch transition bonds. This is an
instrument that very much depends on the existence of a common ground standardized
taxonomy in order to be effective.



Right now, when green and transition bonds are issued, they may draw on some international
standards, but if you don't have a domestic taxonomy, it's very difficult to be clear about what's
inside those bonds. So as to whether it could become mandatory, that's a question best
answered by Canada's regulators. That will not be the role of this council. Even as a voluntary
tool, it'll provide significant value to supervisors. For example, in their oversight of finance-
related climate disclosures, the banking sector recognizes the importance of climate risk in their
supervisory model. So, a financial regulator could look at the extent to which a financial
institution's portfolio is taxonomy aligned once these

criteria are in place.
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international alignment and cross-border
collaboration in adopting taxonomy? And I'm
thinking about a key word here, interoperability,
difficult word in English, but | think you understand
the nature of the question.

Marlene K. Puffer:

Absolutely. Interoperability is a word I've been pronouncing regularly lately. This is really
important and we need that alignment with global standards, that interoperability to get capital to
flow across borders relatively seamlessly. As | said earlier, there's barriers right now because
Canada doesn't have a taxonomy in place. So, we are aiming to ensure that Canada's
taxonomy harmonizes with other jurisdictions like the EU, like the United Kingdom, like
Australia, China, Singapore, and that's a key design principle. And we are balancing the specific
needs related to Canada's economy and capital markets along the way. We have an
international advisory group to guide us in this area with representatives from all of those
jurisdictions. It should work.

Jean Lorrain:

We certainly hope this will be the case. Last question to you, which is | think a worldwide issue,
greenwashing. Greenwashing is a very serious issue as you'd understand it. Markets have been
dwelling with this problem. How does taxonomy help reduce greenwashing and strengthen
market integrity in the same way?

Marlene K. Puffer:

Well, Jean, this is probably the most important aspect of implementing the taxonomy is avoiding
greenwashing. First and foremost, the taxonomy's job is to create market clarity. So, it ensures
that everybody, investors, regulators, supervisors, issuers, that they're all working from the




same definitions. And as | mentioned, having clear science-backed definitions for what
constitutes green, transition, or possibly abatement activities create that transparency and
consistency that the market needs to work effectively and efficiently. It's like putting the
nutritional label on the box. You know what you're getting inside financing instruments and
corporate activity so you can stick to your diet.

Jean Lorrain:

Well, Marlene, we come to the end of this podcast. Thank you for your generous participation in
this. Toronto Centre really appreciates this. And | think the people listening to this podcast will
understand better the initiative conducted by the council and the need for a taxonomy. So, thank
you very much.

Marlene K. Puffer:

Thanks very much, Jean. Really appreciate being here.



