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Please accept these comments from the David Suzuki Foundation and Équiterre on the 
draft regulation tabled on July 7, 2011, to reduce greenhouse gas (GHG) emissions under 
the Environment Quality Act.  
 
The Opportunity: Quebec can lead on global warming solutions and capitalize on 
the clean energy economy  
 
This regulation, if well-designed and implemented on January 1, 2012, could be among 
the most powerful tools the government has in the fight against climate change. This 
effort will play an important role in determining Quebec’s success at reducing global 
warning emissions, and along with initiatives from powerful partners like the State of 
California, it could form the blueprint for North America’s response to global warming.  
 
We are encouraged that the Quebec government continues to show leadership in the fight 
against climate change by introducing this regulation. However, in a number of areas the 
proposed draft regulation is weak and potentially flawed. 
 
The David Suzuki Foundation and Équiterre are therefore proposing the following 
reforms to ensure the environmental integrity of this regulation to cap and reduce 
Quebec’s greenhouse gas emission is upheld and that the system is effective.  
 
We believe if this draft regulation is strengthened in these following areas, Quebec’s 
leadership on this initiative could help steer North America and the world toward 
overcoming the greatest threat to our future.  



 
By placing a strong price signal on carbon pollution through a cap-and-trade system, 
Quebec could position itself at the forefront of climate leadership in North America, 
strategically capitalizing on the clean-energy economy, one of the fastest-growing 
industries in the world. This global trend has created tremendous economic and job 
opportunities for Quebec to be an innovator and developer of solutions to climate change. 
 
Our concerns: Complexity of draft regulation undermines the environmental 
integrity and effectiveness of the system 
 
Generally, our biggest concern with the regulation as proposed is that it is made overly 
complex by including a number of “flexibility mechanisms” or loopholes such as early 
reduction credits, a reserve account that acts as a ceiling on the price of permits, allowing 
a high level of offsets to achieve emission reduction targets, and a decision to not auction 
all the permits but distribute most of them for free using an emissions intensity system. 
This complexity is problematic for several reasons. First, these mechanisms reduce the 
environmental integrity of the system by reducing the certainty that the emission 
reductions achieved on paper represent actual emission reductions. Second, such a 
complex regulatory system is less understandable to the public and public-interest 
stakeholders. This makes such a system less transparent and less accountable to the 
public and more likely to be “gamed” by special interests (industry, business, etc.).  
 
A simple, transparent, environmentally rigorous cap-and-trade system would be 
preferable to the one proposed. Such a system would have full auctioning of emission 
quotas or permits and would not include emission offsets as a compliance mechanism. 
Instead, the proposed regulation errs too much on the side of flexibility by including 
unnecessary loopholes with respect to compliance, compromising its environmental 
effectiveness. 
 
These issues are explained in greater detail below. 
 
Recommendation 1: Scope - Tackle transportation emissions (Quebec’s largest 
source of emissions) now, not later  
 
The scope of the system—the sectors and sources of greenhouse gas emissions covered 
by the proposed regulation—is appropriately broad, applying to all emissions other than 
forestry, agriculture and solid waste. However, it is a concern that transportation-related 
emissions will not be included in the system until 2015. For Quebec, the transportation 
sector constitutes the most significant source of emissions. Emissions in this sector have 
grown over the past two decades, and it’s where emission reductions are often the most 
challenging to achieve.  
 
Delaying the inclusion of transportation-related emissions makes the effort to reach 
Quebec’s legislated 2020 greenhouse gas emission reduction target that much more 
difficult and presents a significant risk that Quebec’s emission goal will not be met. One 
way to overcome this is to increase the existing levy on all transportation fuels. Increased 



revenues raised from this fee could support solutions such as a sustainable transportation 
network in the province, including fast trains, buses and pedestrian and cycling 
infrastructure. Not only would this strategy tackle the province’s largest source of 
greenhouse gas emissions, it would also provide more green transportation choices for 
citizens and reduce traffic congestion and smog. The emission fee or carbon tax can be 
replaced or supplemented in 2015 by the cap-and-trade system. This is the approach 
recently introduced by Australia. 
 
Recommendation 2: Scope - Make industry a leader in energy-efficiency and 
cutting-edge clean technology by addressing process emissions  
 
All greenhouse gas emissions in the sectors covered by a cap-and-trade system should be 
subject to Quebec’s legislated emission reduction targets. There is no reasonable rationale 
for special treatment of process greenhouse gas emissions; for example, emissions from 
chemical processes associated with aluminum or cement production being treated 
differently than energy-based (i.e., fossil fuel-based) emissions. As with energy-based 
emissions, requiring industry to pay for and reduce process-based emissions will provide 
an incentive to reduce those emissions through innovation and investment. This would 
make Quebec’s industries leaders in energy-efficiency and clean-energy technology and 
knowledge. The proposed regulation could therefore be strengthened by requiring the 
reduction cap to apply equally to all greenhouse gas emissions, including process-based 
emissions.  
 
Recommendation 3: Ensure regulation supports Quebec’s legally binding 
greenhouse emission target for 2020  
 
Quebec’s target of reducing greenhouse gas emissions 20 percent below the 1990 level 
by 2020 remains the strongest in North America. Though the target is legislated, it has 
not been stipulated or supported in the regulation. The emission cap should be at least 20 
per cent below 1990 emission levels by 2020 to ensure that industry, businesses and 
households in Quebec are working together and doing their fair share to reach Quebec’s 
legislated targets. Being transparent by aligning Quebec’s emission target with the 
regulation is also an important signal to Quebec citizens that the objective of the 
regulation is to reach that the greenhouse gas reduction target.  
 
Recommendation 4: Reward leaders who have taken early action and avoid 
mistakes made by other jurisdictions by auctioning all pollution quotas (permits)  
 
The proposed regulation will allow for a minimum of 75 per cent of pollution quotas 
(permits) to be allocated for free to industrial polluters throughout the period of the 
regulation, 2012-2020, with some sectors receiving significantly higher percentages. 
There is no justification for distributing such a high level of free quotas. A true polluter-
pay system would auction all pollution quotas, because emissions quotas have a 
commodity value in the cap-and-trade carbon market. If industry or other polluters do not 
pay for the emission quotas but are given quotas by government for free, it would be the 
equivalent of a financial payment from the public purse to the industrial polluter or 



private entity. In an auction of pollution quotas, on the other hand, industrial polluters are 
responsible for all their emissions and must either reduce or pay for all of them.  
 
A system in which all emission quotas are auctioned would be fairest since it would 
ensure that industry would take full responsibility for its greenhouse gas emissions and 
would reward those industries and companies that have already taken responsible early 
action to reduce emissions. It would also avoid the mistakes made in the early phase of 
the European Union’s cap-and-trade system, in which the emissions quotas were given to 
industry for free, resulting in windfall profits for large industrial polluters at the public’s 
expense.  
 
Auctioning all permits would also simplify the system in several ways. It would eliminate 
the need to calculate the level of free allocation for each industrial emitter. It would also 
remove the need to evaluate and distribute early action credits, since all early actors 
would be rewarded in a system where industrial polluters pay for all their pollution since 
their emissions would be lower due to their previous actions.  
 
Recommendations 5: Linking emission quota allocations and early reduction credits 
to a hard cap 
 
If the Quebec government decides to proceed with a free permit allocation based on the 
intensity of industry’s emissions (i.e., emissions based on unit of production), the 
regulation should ensure that there is a link between the allocation of pollution quotas, 
early reduction credits and the overall hard cap. As proposed, because allocations are 
intensity-based, industries that increase production get a greater number of permits. New 
facilities will also receive free permits. Adding in early reduction credits increases even 
further the possibility that the total number of emission permits and credits will actually 
surpass the GHG cap. Market forces are expected to be the counterbalance and suppress 
the total level of emissions, but there is no guarantee that this will happen. 
 
Instead, the system needs to be strongly linked to the hard cap so that there is no chance 
that permit allocations, including any additional credits, exceed the GHG cap for that 
year. This can be done by ratcheting down the total allocation of permits so that 
individual facilities receive the same proportion of emission permits, with the total 
number of permits and credits corresponding strictly to the cap. 
 
In addition, allowing industry to use one of several methodologies to calculate their early 
reductions introduces the possibility that certain industrial actors will game the system 
and use the methodology that gives them the greatest number of credits. The regulation 
needs to guard against this possibility by standardizing as much as possible those 
calculations, especially across industrial sectors.  
 
Recommendation 6: Strictly limit or completely restrict loopholes such as offsets so 
that companies focus on reducing their own pollution. 
 



According to the proposed regulation, offsets can constitute eight per cent of the emitter’s 
total greenhouse gas emissions. Because this is eight per cent of emissions rather than 
eight per cent of the emission reduction target, it is possible that a high proportion of 
companies’ compliance could come in the form of offset purchases (i.e., a credit for 
greenhouse gas reductions achieved by another entity, outside the sectors addressed by 
the regulation, that can be used to compensate or offset the emissions of the polluter). For 
example, California officials have confirmed that applying the eight per cent rule to their 
system would allow offsets to constitute up to 85 per cent of the compliance effort.1  
 
Given that Quebec has a different emission target than California, the level of reliance on 
offsets would likely be different. Nonetheless, any system that allows the purchase of 
offsets to make up a significant proportion of the emission-reduction effort will be weak 
and ineffective from an environmental perspective.  
 
There are several reasons for this. First, the more a company, industry or province relies 
on offsets for its emission-reduction efforts, the less it is investing in transforming its 
operations or the economy toward one that produces cleaner energy and lower emissions. 
Investing directly in emission reductions often leads to permanent emission reductions, 
whereas the purchase of offsets needs to be done every year.  
 
Second, using offsets is at best a zero-sum game and at worst allows for significantly 
higher emissions. The reason is that not every offset is created from additional 
investments in emission reductions. Almost inevitably, in any inventory of offset 
projects, some projects will be business-as-usual and yet still be granted offset credits. 
Emission reductions on paper would then not fully translate into actual emission 
reductions. 
 
If the goal is the highest environmental integrity, then offsets would not be allowed in 
any form. Eliminating offsets completely would make the system simpler and ensure that 
all emission reductions are real and additional. If Quebec decides to allow offsets, they 
should be severely restricted in terms of quantity along with stringent quality standards.  
 
In our view, complementary policies should be used to address emissions in the forestry, 
agriculture and solid waste sectors rather than including them under an offset system. For 
example, a regulation that mandates the capping of all non-trivial landfill waste sites 
would be simpler and more effective at reducing those emissions compared to granting 
offset credits for the same investment. Emissions in the forestry and agriculture sectors 
could be addressed similarly using other policies, including regulations. 
 

                                                 
1 Mulkern, Anne. 2011. “Offsets Could Make Up 85% of Calif.'s Cap-And-Trade Program.” Greenwire. 
http://www.nytimes.com/gwire/2011/08/08/08greenwire-offsets-could-make-up-85-of-califs-cap-and-tra-
29081.html?partner=rss&emc=rss 
 


