
BC’s Liberal Government is attacking greenhouse gas emissions
in the province with a double-barreled strategy: a shift to a
carbon tax for fossil fuel users (most of us) and a ‘cap & trade’
system for large emitters. Legislation to authorize both
approaches has been introduced in the current session of the
legislature. It follows last year’s Bill 44, which set targets for the
province’s GHG emissions, and required the public sector,
including the government itself, to move to a ‘carbon neutral’
regime.

So far, there has been little opportunity for public comment
or discussion but there are many details still to be determined
or announced, particularly on the overall targets and the ‘cap &
trade’ scheme; it has been very much a ‘top down’ process so
far. (A description of the carbon tax scheme is found in a
separate article on page 8.)

The Western Climate Initiative
BC also joined an organization known as the Western Climate
Initiative (WCI), a co-operative of seven western US states
(Arizona, California, Montana, New Mexico, Oregon,
Washington, Utah), and two provinces (BC and Manitoba).
Observers, and possible future participants, include
Saskatchewan, Ontario, Quebec, and a number of US and
Mexican states.

WCI  has a number of groups working on recommendations
for the implementation of a cap-&-trade system which, if
adopted by participating jurisdictions, would enable inter-
jurisdictional trading of permits, while mutually guaranteeing
the integrity of emissions data. 

In a way, this might be compared to the European Union
system, where each jurisdiction is responsible for setting,
allocating, and enforcing its own caps, but harmonization of
systems has enabled a wide trading base. (This is desirable
because some areas have concentrations of emitting operations
of the same type or which face similar market conditions—
weather constraints, etc)  

Some of the WCI working groups have made considerable
progress; most, however, are in the preliminary report stage.
They have consulted stakeholders but there has been little
public discussion.

Bill 44
Adopted last year, BC’s Bill 44 (The Greenhouse Gas Reduction
Targets Act) set province-wide targets for GHG emissions: by
2020, 33% less than 2007; by 2050, 80% less than 2007. 

The Minister of the Environment was required ‘as soon as
reasonably practicable’ to determine just what the 2007 level
actually were. Further, by December 31 of 2008, the Minister
‘must, by order, establish BC greenhouse gas emissions targets
for 2012 and 2016.’ In addition to carbon dioxide, the
emissions covered included methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, sulphur hexafluoride
‘and any other substance prescribed  by regulation.

The Act also required all public sector organizations (yet to
be defined) to be ‘carbon neutral’ by 2010, and the provincial
government was itself to be carbon neutral by this year (2008).
They were accomplish this by trading in ‘emission offsets’, at
that point vaguely and loosely defined.

The entire bill was a vague shot in the dark; an attempt to
take possession of the GHG issue. Never mind; it was start, and
sets the Minister of the Environment some rather daunting
tasks.

Cap-&-Trade Framework
This spring’s Bill 18 (Greenhouse Gas Reduction (Cap & Trade)
Acts sets up a vague framework for a BC-based cap-&-trade
system, to be applied to ‘regulated operations.’ (In the Act, a
regulated operation is defined as ‘an operation that is a
regulated operation under the regulations’!) These are thought
to be industrial point-source emitters (chimneys or exhaust
stacks), but in some cases, GHG emissions outside BC may be
attributed to ‘regulated operations’.

The Act provides for emissions reporting, the setting of an
overall cap on the number of compliance units (a BCAU unit
equals one tonne of CO2 equivalent emissions) that may be
‘made available’ for a ‘compliance period’;  the authorization of
‘BC Emission Reduction Units’ (BCERUs) which may be issued
to projects whose objective is ‘reducing or avoiding’ GHG
emissions, or ‘removing’ GHG from the atmosphere; and
‘Recognized Compliance Units’ (RCUs) which represent units
‘from another system that are recognized as RCUs by
regulation’. 

These are the three types of ‘compliance units’ that may be
‘retired’ to cover the actual GHGs emitted by a regulated
operation. The actual issuance, authorization, and transfer of
all three are controlled by the ‘director’ who has not yet been
named. There is to be a tracking system, and regulated
operations are to have ‘accounts’ in the system. There is also
provision for others (brokers, etc?) to hold accounts in the
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system.
The Act also provides for reporting, for supplementary

reports should the original report be incorrect, for inspections,
for defined offences, and for penalties. In addition to provision
for appeals to the Environmental Appeal Board, there is also an
interesting provision which empowers any BC resident to ask
the Chief Conservation Officer to investigate allegations of
wrongdoing under the Act (a whistleblowers’ clause). Such
allegations must be investigated and may be passed on to the
Criminal Justice Branch for action.

The Act specifically states that BCAUs and BCERUs are ‘not
a property right.’ It is also interesting that a conviction under
the Act is not required to be ‘beyond reasonable doubt’ but may
be obtained ‘on a balance of probabilities’. In view of the
scientific uncertainty inherent in emissions measurement, this
would seem to be essential. 

What’s Not Defined
The actual administration of a GHG emissions cap & trade
system is not simple, and it is not surprising that so many of the
details are left up to regulations yet to be published (or possibly
yet to be worked out). In this context, the government’s claim
that the system will be up and running by August 2008 is
probably over-optimistic, to say the least. 

Among those decisions yet to be made (besides what Bill 44
requires of the Minister of the Environment) are:

• what industries, and what operations, are to be included;
will there be minimum thresholds?

• Will the initial issue of compliance units be through
auction, at a fixed price, free, or some combination of these?
Will the price be the same to all regulated operations? If there
are significant proceeds from their sale, what will happen to the
money?

• What is the compliance period to be? Will ‘banking’ of
compliance units from one period to another be permitted?
Under what circumstances? Do unused compliance units
expire?

• How will the director determine what GHGs are
attributable to a regulated operation, including those occurring
outside BC (particularly important in dealing with electricity
generation)?

• In establishing methodology for allocation of caps and
their associated BCAUs–will the technology and economics of
particular industries or operations be considered? What
technological rules will be followed in order to ensure equity?

• What limits may be placed on the importing of credits
(RCUs) from other jurisdictions?

• How would the system be harmonized with other cap-&-
trade systems such as: as those of other provinces, intensity
targets, the WCI, Kyoto’s provisions for GHG projects in
developing countries, and the European Union?

• How would projects which ‘reduce or avoid’ GHGs be
evaluated for the issuance of BCERUs? Could these include, for
example, forests (as carbon sinks) or non-fossil fuel energy
generation (wind farms, run-of-river hydro)? How about land
use decisions, which can have major GHG impacts?

More Work To Do, Public To Consult
This is far from a complete list, but it is clear that, in the setting
up of this significant market, the ‘devil is in the details’–the
above list provides plenty of lurking room for Beezlebub and
his friends. So far, the government has only outlined principles,
but there has been a dearth of public consultation or
discussion. 

As the system develops, transparency will be vital,
particularly at start-up. Not only will the public wish to judge
decisions which can have a significant effect on the BC
economy, but those industries involved will also have plenty to
say. It would be unfortunate if the whole initial allocation
exercise devolves into a lobbying contest.

The WCI has studied several of these questions, and has
made thoughtful recommendations. However, even these will
require careful review from a BC point of view.

It is time for the public to get involved. The government has
set up a useable framework, but the determination of the
answers to the questions above, and many others, deserves
time and attention. The consequences of error could be very
damaging to BC as well as to the worldwide campaign against
climate change. 0
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