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Alberta's largest power utilities
had their creditworthiness down-
gradedMonday, as major institu-
tional investors warned that
corporations face increasing scru-
tiny over risks related to climate
change-

DBRS Ltd. cut its ratings on the
debt of Calgary-based TransAlta
Corp. and Edmonton's Capital
Pow€r Corp., citing the Alberta
govemaent's plan to force the

polver plants and restructurafte
electricity market in the province.

Its decision comes as executives
from major institutional inves-
tors such as BlackRock, Canadian
Pension Plan Investment Board
and Ontario's public-sector-
employee pension fund, OPTrust,
told a conference in Toronto cap-
ital markets will increasinglybe
judging comparies on their clim-
ate risks, aloru with other factors.
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Climate: Investors uneasy about environmental effect on economy

\\ BlackRock - the world's lars-
// est investment firm with -
$s-triflion (U.S.) of assets under
management - assesses compan-
ies "on how they disclose their
climate-related dsks and how
equipped is their board to under-
stand that dsk," Marcia Moffat,
its managing director for Canada,
said Monday.

"We can't leave this to govern-
ment; we have to speak up," Ms.
Moffatt told a session at the
Globe Capital conference. "Our
job is to protect and enhance the
long-term Yalue of our custom-
ers' assets and climate charge
goes dght to the root of that."

The DBRS downgrade is only
the latest example ofcompanies
who face material impacts as a
result of government climate-
change policies. The credit agen-
cy said l{onday it reYiewed the
2016 financial results ofthe two
Alberta utilities and the prov-
ince's energy policies, and that it
believes the long-term risk pro-
file has weakened for both com-
panies.

Credit-rating agencies are plac-
ing increasing importance on the
way tllat environmental, social

and governance factors could
change the risk profiles of the
companies and other debt issuers
that they assess.

"The energ)a sector, the utilities
sector, the power sector to date
haYe been the areas where we've
seen the most dsks identified in
our ciiteda outright, but also
rrhere we've seen the most cli-
mate-related ratings actions,"
Nicole Martin, senior director of
global infrastructure ratings at
Standard and Poor's Rating Sery-
ices Canada, told the Globe con-
ference.

Ms. Martin recalled former on-
tario premier Dalton McGuinty's
pledge to close all five of Ontar-
io's coal plants b], the end of
2oo7 - a deadline that was later
extended - and build renewable
energy sources. The rating agen-
cy grappled with how to assess
and factor in the regulatory and
policy sk to companies it ana-
lyzed, as well as their revenue
recovery plans and the potential
for stranded assets.

Canada's plan to impose carbon
pdcing also raises the risk profile
for some energy-intensive firms,
particularly as U.S. President

Donald Trump rolls back federal
climate regulations there.

Enbridge Inc. executive vice-
president C),nthia Hansen said
her company supports carbon
pricing, but warns governments
need to protect Canadian com-
petitiyeness- "We have to recog-
nize there needs to be an
economical way for us to attain
this, because otherwise, there
will be chaos in the market," Ms.
Hansen said.

Executives from BlackRock,
CPPIB and OPTrust said they sup-
port the lvork of the Task Force
on Climate-Related Financial Dis-
closures, chaired by former New
York mayor Michael Bloomberg,
rYhich lastyear issued a call for
widespread adoption of stan-
dardized disdosures.

Pension hrnds and insurance
companies are increasingly con-
cerned about the long-term effect
of climate change on the econo-
my because they make long-tem
investments to match their fiabit-
ities.

OPTrust chief executive Hugh
O'Reilly said the risks do not just
reside in the oil and gas or ener-
gy sector, but extend across the

economy, particularly in areas
such as real estate and propefiy
and casualty insurance. He noted,
for example, the threat to Miami
real estate from rising sea levels,

"lfpeople just focus on fossil
fuels, you are missing the conver-
sation," he said. "Eor every invest-
ment, there is some form of
climate risk. ... We want compan-
ies to focus on what climate
change is going to do to your
business."

The federal government has
put considerable emphasis on
markets to drive investments in
innovation, but that iequires
clear infomation on risks and
rewards, federal Enyironment
Minister Catherine McKenna said
in an interview. "lf you are going
to do a good iob investing your
money, you need to know what
the risks are, and the opportuni-
ties," she said, adding she sup-
ports the financial industry's
push to improve voluntary dis-
closure.
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