New Alberta Climate Change Policy: A
Summary

Introduction
Climate change is one of the great challenges of our time and directly affects the health and quality of life,
environment, and economy in a society. Climate policy is a global issue and nations around the globe are
taking actions to reduce greenhouse gas (GHG) emissions. In response to global policy change and
contribute to global emission reductions, Alberta’s Climate Change Advisory Panel recommends the
development of a comprehensive climate change strategy with the main objectives of reducing Alberta’s
GHG emissions, mainly via reductions in the use of coal and oil, and increasing use of natural gas and
renewable energy.
The main thread of the proposed strategy is carbon pricing. The panel believes that “carbon pricing is the
most flexible and least-cost way to reduce emissions” [1]. The new policy is intended to urge consumers
and companies to use lower-carbon, cleaner, and renewable energy resources instead of high-priced and
high-emissions energy. The implementation of the policy will speed up the reduction trend in carbon
emissions in the short term and in the longer term, it will create an environment encouraging innovative
ideas and new technologies and make an opportunity for lower-carbon products to compete in the energy
market [1].

Existing Carbon Pricing Policy (Specified Gas Emitters Regulation, SGER)
The existing SEGR covers large industrial emitters in Alberta. SGER is a combined carbon pricing system
including elements similar to carbon tax and cap and trade policies (Figure 1). Facilities emitting 100,000
tonnes CO2E/yr or more from all sources are required to reduce their emissions per unit of production by
15% below their historical baseline emissions intensity in 2016 and to 20% in 2017.
If a facility reduces its emissions intensity below its emissions target, it may generate “Emissions
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Performance Credits” (EPCs) [2] which can be banked and accumulated for future years or be traded in the
carbon market. On the other hand, facilities with annual emissions intensity over the limit which are not able
to improve their performance to meet their targets must acquire credits. They may either use their banked
EPCs from previous years, or purchase EPCs from a different facility, or “Emissions Offset Credits”, or pay
their carbon tax to the Climate Change and Emissions Management Fund [2].

Figure 1- Carbon Market (Reference: http://www.mddelcc.gouv.qc.ca/)

Why do we need a policy change?
As per existing policy (SGER), only large emitters which are responsible for about 45% of emissions in
Alberta are under the carbon pricing system. Under the new policy the remaining uncovered sector of
emissions will be categorized as end-use emissions. In addition, the advisory panel believes that the SGER
“emissions targets are among the most expensive potential emissions reductions in Alberta’s economy“,
and it does not drive innovation to design and create new technologies with lower-carbon emissions.
Referring to economist’s suggestions, the panel considers the carbon pricing system as the most costeffective approach for emissions reductions [1].

Proposed Policy Architecture
The proposed carbon pricing approach in Alberta (AB) will cover emissions from up to 90% of the sources,
including large emitters and end-use emissions which are responsible for 55% of emissions and are not
under the current policy. Under the new policy, similar facilities will be treated identically. However, the
carbon pricing system will be modified such that trade-exposed industries (pulp and paper, cement, iron and
steel, etc.) are protected from its employment and competitiveness impacts. It is also intended to support
vulnerable communities and lessen the effects of carbon pricing on low- to middle-income families and
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small- or medium-sized businesses, where applicable, and will “fund complementary emissions-abatement
programs”. In terms of the strictness of the emissions policy, the new policy will follow Alberta’s other
competing and peer jurisdictions [1].
The panel proposed four major complementary policy options for government including [1]:
1. An “integrated electricity policy package” with a specific focus on elimination of coal from electricity
generation in Alberta by 2030 and replacing it with renewables.
2. A “provincial energy efficiency and community-based energy program” with the objective of increasing
municipal involvements through updating the codes and standards for building, transportation, public
transit, and other municipal services based on energy performance and efficiency.
3. A “hybrid regulatory and market-based approach” with the purpose of increased methane emissions
reductions from Alberta’s oil and gas facilities through updating regulatory guidelines for management
of fugitive emissions and leak detection, application of output-based allocation rules, and providing
incentives in the market to upgrade all equipment with vented emissions controls.
4. An “updated technology and innovation investment program and technology-friendly regulatory
approach” to foster the involvement of government in investing in technological innovations and
supporting the deployment of new technologies.

Carbon Competitiveness Regulation (CCR)
Under the new policy (CCR), carbon is priced depending upon the type of emissions, either emissions from
large industrial facilities or end-use emissions.
Large industrial facilities contribute approximately 45% of emissions in Alberta. For large emitters, the panel
recommended the replacement of the existing policy (SGER) with the new carbon pricing policy in 2018.
Under the CCR, for facilities with emissions over 100,000 tonnes/year, all emissions will be taken into
account for carbon pricing, but emissions permits would be allocated based on the facility output and
added-value. For example, facilities with cogeneration will be rewarded if total emissions associated with
the combined output and electricity production are reduced.
The remaining 55% of emissions in the province are covered by the new policy under the end-use emissions
sector. It includes emissions from transportation and fuel combustion and fuel distributors are required to
obtain emissions permits through the same procedure used for acquiring credits under SGER. A similar
policy is already in place in Quebec [1].
The Panel suggested that the carbon tax be based on $30/tonne of CO2E by 2018 for facilities which are
going to acquire emissions permits by paying to the government. The new carbon taxation is evaluated to
generate revenue of around $3 billion by 2018, and potentially increasing to over $5 billion by 2030 [1]. The
panel recommended spending the revenue to mitigate the impacts of new policies on low and middle
income families and protect the small- and medium-sized businesses from unanticipated consequences, to
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invest in the complementary policies in order to reduce carbon emissions intensity, to support workers and
vulnerable communities that their needs adversely affected by the new policy, to include Aboriginal
participation in climate change, and to provide financial resources for other government priorities [1].

Improvements relative to SGER
1. Under the new policy, the allocation of emissions is a sector-wide output-based allocation rather than
being set based on facility’s historical emissions intensity. This means that improving the performance
of the facility and upgrading the facility for lower emissions are the two main factors affecting the
allocation of emissions rights.
2. The government is allowed under the proposed policy to review allocations for a sector which will
promote competitiveness between firms while under SGER, the same allocation rule applies for all
sectors.
3. Under the SGER, facilities with carbon emissions less than 100,000 tonnes were excluded from GHG
policies while in the CCR regulation, facilities with emissions over the cut-off emissions are considered
as large emitters and ones with lower emissions are either treated under end-use emissions or large
emitters, but not both.
4. The SGER did not have a commitment to increase price or stringency over time while CCR has an
annual schedule for both price and allocation. It is suggested to increase the price at 2% above
inflation rate and to decrease allocation at 1-2% per year. It is noted the price and stringency may be
changed in comparison with other jurisdictions.

When should these recommendations be enacted?
As recommended by the panel, the new policy for carbon pricing should be effective in 2018 after expiry of
the SGER. A regulatory framework for methane management will be phased in by mid-2016 and a nonregulatory initiative including verification, reporting and government structure, offset protocols and
establishment of a technical implementation team and baseline information should be ready to implement
by the end of 2016.
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Do you have questions or comments regarding this article? Click here to contact us.

© Copyright 2021 Process Ecology Inc. All rights reserved

