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List of Recommendations

1. Endorse the KYOTOplus target of reducing Ontario  's greenhouse gas

emissions to 25 per cent below 1990 levels by 2020.

2. Preserve the option of implementing carbon taxes , such as taxes on energy

use.

3. Include in the preamble of the Bill an endorseme  nt of the environmental

justice or equity principle and the precautionary p rinciple.

4. Mandate transparent public consultations on any resulting regulations that
are broadly accessible, particularly to vulnerable populations.

5. Amend the Bill to ensure that all greenhouse gas emission permits are
auctioned, and that they do not confer a permanent right to emit.

6. Strictly limit offsets to a small percentage of an individual emitter’'s
emissions, and ensure that they are for real, verif  iable, permanent

reductions in greenhouse gas emissions.

7. Remove the section of the Bill that generically enables regulations
governing economic and financial instruments for en vironmental purposes.
Failing this, augment it by allowing the named inst ruments to be
distributed by auction, sale or other means that ar e not free of charge.
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Introduction

The Registered Nurses’ Association of Ontario (RNAO) is the professional organization
for registered nurses who practise in all roles and sectors across this province. Our
mandate is to advocate for healthy public policy and for the role of registered nurses in
enhancing the health of Ontarians. We welcome this opportunity to present this
submission on Bill 185, the Environmental Protection Amendment Act (Greenhouse Gas
Emissions Trading), 2009, to the Standing Committee on General Government.

We are pleased that the Bill acknowledges in the preamble the work of the
Intergovernmental Panel on Climate Change and its conclusion that strong and
sustained action is needed to minimize the risks due to the climate change arising from
human activities.

The government has taken other steps to address climate change, including Bill 150, the
Green Energy and Green Economy Act, 2009. This Bill is part of the government climate
change plan. Bill 150 if properly supported has the potential to help transform Ontario
into a greener province that would rely increasingly on clean renewable energy like solar
and wind power. The Government has also issued a draft regulation under section 16 of
the Environmental Bill of Rights, 1993, on greenhouse gas emissions reporting. This
regulation would support Bill 185.

Huge changes and bold steps are required now to avert a climatic and humanitarian
disaster. There is broad consensus that part of the solution is putting a price on
greenhouse gas emissions. This would deliver more appropriate economic signals to
resource users. Bill 185 would enable one approach to pricing carbon:' a cap-and-trade
system.

Our submission argues for a carbon tax over a cap-and-trade system on grounds of
efficiency, simplicity, transparency, comprehensiveness and speed of implementation.

In the event that the government proceeds with a cap-and-trade system, our submission
identifies features that will be required to deliver adequate protection to environment and
health.

The Need for Action on Climate Change Now

Registered nurses are concerned about climate change because of its serious
environmental and health implications. Already we are seeing severe dislocation in
places like the Horn of Africa in part due to weather disturbances (e.g., drought).
However, climate change also affects Ontarians' health, by contributing to extreme
weather events, killer heat waves, poor air quality, and vector-, rodent-, food- and water -
borne diseases. By fighting global warming, we are not merely protecting the
environment — we are protecting the health of Ontarians. And we would be contributing
to environmental justice, because the most vulnerable populations are the poorest in
both Canada and developing countries, these are the people who did the least to cause
global warming.

There is very strong agreement among most scientists that global warming is a reality,

and that this warming is principally due to human activity. For example, the respected
Intergovernmental Panel on Climate Change (IPCC)" concludes that warming is
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unequivocal." It states with a very high level of confidence that this warming is strongly
affecting terrestrial biological systems."” And it states with high confidence that marine
and freshwater biological systems are being impacted.” The IPCC concludes that the
indisputable rise of temperatures is very likely due to the observed increase in
greenhouse gases released by human activity."

The combined concentration of greenhouse gases has risen sharply since the start of
the Industrial Revolution in 1750: from 278 parts per million (ppm) of CO, equivalents
(CO.e) to a current level of 436 ppm — an astonishing 57 per cent increase."" This
concentration has been rising at an alarming rate. We are now in a lifeboat economy.
The IPCC reports that current atmospheric concentrations of two key greenhouse gases
— carbon dioxide and methane — are far higher than they have been at any time in the
past 650,000 years."™

Business as usual is not a responsible option. As the widely cited Stern Review™ points
out, this would very likely cause a global average temperature rise of over two degrees
Celsius from preindustrial times as early as 2035. By the end of the century, there would
be at least a 50 per cent risk of the temperature rising over five degrees Celsius. To put
this increase in context, our current global average is about five degrees above that of
the previous ice age. Even a two degrees Celsius increase would likely have devastating
effects in vulnerable areas, such as marginal areas in Africa, coral reef ecosystems and
ice sheets. Further warming carries with it increased risk of dramatic climate shifts
through feedback effects such as massive releases of the potent greenhouse gas
methane, currently trapped in permafrost.”

Furthermore, Stern concluded that the losses to GDP from failure to act far exceeded
the costs of stabilizing greenhouse gas levels. For example, estimates of the annual
costs of stabilizing at 500-550 ppm CO.e centre on one per cent of world GDP (this
would translate into a rise in average global temperature of two to three degrees
Celsius™).™ In contrast, the annual cost of business as usual was put at 20 per cent in
per capita consumption.*" Failure to act is not just unconscionable, it is also bad
economics.

Canada and Ontario must do their share. Sadly, Canada has been one of the worst
performers when it comes to reducing its carbon footprint. The latest report from
Environment Canada indicates that not only has Canada failed to meet its obligations
under the Kyoto protocol (which was to reduce its greenhouse gas emissions to six per
cent below 1990 levels by 2008-12); Canada grossly increased its releases, and is still
increasing them:

Total greenhouse gas (GHG) emissions in Canada in 2007 were

747 megatonnes (Mt) of carbon dioxide equivalent,” an increase of 4.0% from
2006 levels, and of 0.8% from 2004 levels. Overall, the long-term trend indicates
that emissions in 2007 were about 26% above the 1990 total of 592 Mt. This
trend shows a level 33.8% above Canada’s Kyoto target of 558.4 Mt.*"

This is an epic and dismal failure. Ontario's performance has been somewhat better than
the national average: the latest data, for 2007, show that Ontario's greenhouse gas
emissions were 13 per cent higher than 1990, and 20 per cent higher than Canada's
Kyoto target of six per cent below 1990 levels.” Ontario and Canada must do their
share, and that calls for a radical shift in policy direction. The world is running out of
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time; based on the work of the IPCC, climate change mitigation has refocused new
medium- and long-range targets: known as the KYOTOplus campaign. "

New Targets

Countries like Canada have missed their Kyoto targets so badly that attention now turns
to the next set of targets needed to avert climate catastrophe. Because countries like
Canada have lagged so far behind their obligations, RNAO has joined health and
environmental groups as well as Canada's opposition parties in endorsing KYOTOplus,
an undertaking to reduce greenhouse gas emissions to at least 25 per cent below 1990
levels by 2020. These would be targets that advanced countries would have to achieve
in order to help stabilize CO,e levels at 450 ppm and give the planet a reasonable
chance to limit average temperature rises to two degrees Celsius.

Ontario has taken steps in the right direction. Under the 2007 Climate Change Action
Plan, Ontario is undertaking to reduce greenhouse gas emissions to six per cent below
1990 levels by 2014, 15 per cent by 2020 and 80 per cent below by 2050.*" ** These
are significant steps, but they still fall short of the medium-range KYOTOplus target of at
least 25 per cent below 1990 emissions by 2020.

Putting a Price on Carbon
There is a general consensus that there should be a price put on greenhouse gas
releases, to correct for the de facto subsidy on carbon use, as users do not have to pay
for the cost they impose on society and on the planet when they add to the greenhouse
gas burden. This market-friendly step would serve a number of purposes:
* It would be a signal to consumers to use less of products that are more carbon-
intensive.
* It would also be a signal to producers to use inputs which are less carbon-
intensive.
* It would provide market incentives to investors and innovators to find and
develop methods for reducing carbon emissions
It would do all this by combining all the information into one simple metric — price
changes.

Bill 185 would provide for one class of approaches to pricing carbon — a cap-and-trade
system, in which a fixed number of permits (corresponding to the desired level of
emissions) are issued to release greenhouse gases. Users of carbon and owners of
permits could exchange these permits in a market, which would establish the price for
these permits.

Another approach to putting a price on carbon would be a carbon tax. Each approach
has certain advantages. A cap-and-trade system would directly establish the level of
emissions, and this provides a measure of certainty. Through the carbon credit system, it
provides rewards for activities that reduce greenhouse gas emissions. And it is more
popular with major carbon users, perhaps because they feel it will cost them less,
particularly if they are successful in getting permits issued free of charge.

On the other hand, a carbon tax has some significant advantages over cap-and-trade:

» A carbon tax is much simpler and faster to set up, because it can make use of
the existing tax system.
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» A carbon tax is much cheaper to administer, again because it would use the
existing tax system, and would not require monitoring and enforcement of these
market exchanges.

* Itis easier to cover more emissions using a carbon tax.

» To the extent that emission permits are given away, a carbon tax would provide
more revenue that could be used to promote green alternatives and also reduce
or eliminate other less efficient taxes.

» A carbon tax provides certainty about price (unlike a cap-and-trade system,
which would face fluctuating and uncertain market prices of permits).

» A carbon tax avoids the considerable risk of cheating and gaming under cap-and-
trade.

» If phasing in is desired, a carbon tax can do that through an escalating price. A
cap-and-trade system could be phased in through a falling number of permits
and through an expanding share of permits that are auctioned, but this is much
more difficult to manage.

* In contrast, a cap-and-trade system would create an entrenched constituency to
lobby and keep it in place, even if it proves to be less workable than a carbon
pricing system.

» To the extent that permits are given to existing firms, cap-and-trade would be a
barrier to entry to new firms. This will stifle competition and slow the pace of
innovation.

The experience to date with cap-and-trade systems is mixed, and has borne out the very
problems listed above. In contrast, a carbon tax has been implemented in a number of
countries, including Finland and Sweden. In Canada, British Columbia™ and Quebec
have successfully introduced carbon taxes.”™ The National Roundtable on the
Environment and the Economy, whose members are appointed by the federal cabinet,
has called for a carbon tax or similar market incentive for Canada.™"

We urge the government to keep the carbon tax option open. If it does proceed with a
cap-and-trade system, then it must take all necessary measures to minimize the
considerable risks and disadvantages of cap-and-trade.

RNAO Response to Bill 185

The Bill is short. Its seeming intent is to enable Cabinet to implement via regulation
greenhouse gas emissions trading. This is one approach to putting a price on
greenhouse gas emissions. To the extent that this would preempt a carbon tax, we are
concerned.

The Bill has three parts. The first part adds a definition of greenhouse gases, listing six
key greenhouse gases. It uses the same list that the federal government uses in its
Greenhouse Gas Inventory when meeting its annual reporting obligations under the
United Nations Framework Convention on Climate Change (UNFCCC) (the Kyoto
protocol was negotiated under the UNFCCC).”™ This makes sense.

The second part clarifies the power of Cabinet to make regulations governing economic
and financial instruments for environmental purposes. Among other things, it provides for
regulations to distribute instruments free of charge. It does not explicitly provide for
those instruments to be distributed by auction, sale or other means that are not free of
charge. Since this legislation is nominally about greenhouse gases, we do not
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understand the need to include more general regulatory authority for Cabinet regarding
economic and financial instruments. And we are disturbed that it is included in a way
that only explicitly provides for free distribution of instruments. If it is to be included at
all, it should be included with regulatory authority to distribute by means that are not free.

The third part clarifies the power of Cabinet to make regulations concerning greenhouse
gases. It would allow Cabinet to write regulations to establish greenhouse gas
instruments and provide for them to be distributed free or by means that are not free.

Whatever the mechanism, it must establish prices that yield sufficient reductions in
emissions.

That requires the following:

Appropriate targets

Ontario's current targets, set under the 2007 Climate Change Action Plan, are six per
cent below 1990 levels by 2014, 15 per cent by 2020 and 80 per cent below by 2050, as
noted above. We urge adoption of the KYOTOplus target of at least 25 per cent below
1990 emissions by 2020. This is the target appropriate for developed countries, if the
world is to have a chance of stabilizing greenhouse gases at a level that avoids dramatic
temperature rises (over two degrees Celsius). To get to 25 per cent below by 2020,
Ontario should seek to reach six per cent below before 2015. The target of 80 per cent
below 1990 levels by 2050 is the recognized target.

Carbon pricing that realizes aggressive targets

Whatever the pricing mechanism, the resulting price must realize tough targets.
Significant change is required, which means that prices must be high and rising in order
to drive the desired reductions in greenhouse gas emissions. If a cap-and-trade
approach is used, then the supply of emissions permits must be sufficiently restricted
such that total emissions fall within the target range over time. Since we are looking for
decreasing greenhouse gas emissions, the volume of permits must decline over time.

Emission permits must be auctioned

If an emissions trading system is used for greenhouse gases, then equity and efficiency
dictate that the permits be auctioned. This would avoid the bureaucratic nightmare of
determining who would get the initial allocation of permits, and the potential of gaming.
Proceeds may be used to reduce emissions and speed the shift to a greener, more
energy-efficient economy. They may also be used in part to reduce other taxes.

Coverage must be as comprehensive as feasible

There should be as little exclusion of emissions as feasible, both in terms of sectors and
emitters. Carbon taxes such as taxes on energy use much more efficiently target
emitters and emissions. An emission trading system must similarly be as inclusive as
possible. Offsetting tax credits or other transfers may be used to deal with any resulting
economic hardship in income-constrained populations.

Offsets, if used, must be tightly controlled

In lieu of permits, some trading systems would allow offsets for activities that reduce
atmospheric greenhouse gases in the local jurisdiction or elsewhere. This is a way of
getting around the existing cap, and we would advise against their use. If used, offsets
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must be strictly limited in order to allow Ontario to reach its reduction targets. We echo
the advice of the Canadian Environmental Law Association in its July 27, 2009
submissions to the Environmental Registry concerning greenhouse gas emissions:
If used, such offsets must only be recognized if:

» real reductions in emissions occur, above what would have happened anyway;

» they are surplus to the provider's own permits;

* reductions are verifiable;

* trades are enforceable; and

» resulting reductions are permanent (e.g., an offset for planting trees would be

meaningless if that space were later paved over.)

XXIV

Permits must not be permanent

Because we must reduce our emissions over time, permits must not confer a permanent
right to emit. Preferably, the permits would be reacquired annually, based on the
existing stock.

Respect the principle of environmental justice or e quity.

The costs of environmental damage and climate change are disproportionately borne by
lower income people, particularly Aboriginal and racialized communities. This is
particularly true at the global level with climate change: it is the most vulnerable people
in developing countries that are at greatest risk of inequity. Furthermore, in many cases,
the solutions to environmental problems may disproportionately bear on more vulnerable
populations (e.qg., pricing carbon could impose proportionally higher costs on lower
income people). We urge endorsement of the principle of environmental justice or equity.
There are a number of definitions of environmental justice, and we suggest the following
for consideration:

A condition of environmental justice exists when environmental risks and hazards
and investments and benefits are equally distributed with a lack of discrimination,
whether direct or indirect, at any jurisdictional level; and when access to
environmental investments, benefits, and natural resources are equally
distributed; and when access to information, participation in decision making, and
access to justice in environment-related matters are enjoyed by all.*"

In the case of pricing carbon, that consultation should be broad, and it also means that a
transfer mechanism must be created to ensure that those of modest means are not
made financially worse off as a result of implementing carbon pricing.

RNAO's Recommendations
1. Endorse the KYOTOplus target of reducing Ontario  's greenhouse gas
emissions to 25 per cent below 1990 levels by 2020.

2. Preserve the option of implementing carbon taxes , Such as taxes on energy
use.

3. Include in the preamble of the Bill an endorseme  nt of the environmental justice
or equity principle and the precautionary principle o

4. Mandate transparent public consultations on any resulting regulations that are
broadly accessible, particularly to vulnerable popu lations.
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5. Amend the Bill to ensure that all greenhouse gas emission permits are
auctioned, and that they do not confer permanent ri ghts to emit.

6. Strictly limit offsets to a small percentage of an individual emitter’s emissions,
and ensure that they are for real, verifiable, perm  anent reductions in greenhouse
gas emissions

7. Remove the section of the Bill that generically enables regulations governing
economic and financial instruments for environmenta | purposes. Failing this,
augment it by allowing the named instruments to be distributed by auction, sale or
other means that are not free of charge.

The Registered Nurses’ Assaociation of Ontario thanks the Standing Committee on
General Government for the opportunity to provide these recommendations that we
hope will help realize the vision of a clean, green and sustainable energy future for
Ontario.
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