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ARTICLE

An End To Ontario’s Cap-and-Trade Program
On June  15 ,  2018 ,  On ta ri o  Prem i e r-desi gna te  Doug  Ford  announced tha t  fo l l owi ng  the  sweari ng -i n  o f  h i s governm ent,  h i s cab i ne t 's f i rst  act  wi l l  be  to
cance l  On ta ri o 's cap -and-t rade  p rog ram  (the  “Prog ram ”),  i nd i ca t i ng  tha t  On ta ri o  wou l d  be  se rvi ng  no t i ce  o f  i ts wi thd rawa l  f rom  the  Weste rn  Cl i m a te
In i t i a t i ve  ag reem ent l i nki ng  the  On ta ri o ,  Québec and  Ca l i fo rn i a  cap-and-t rade  p rog ram s (the  “Announcem ent”).  T he  Announcem ent con f i rm ed  tha t  the
Prem i e r-desi gna te  has d i rected  o ff i ci a l s to  i m m ed i a te l y take  steps to  wi thd raw Onta ri o  f rom  any fu tu re  auct i ons fo r cap -and-t rade  cred i ts.

T he  Announcem ent a l so  sta ted  tha t  the  Prem i e r-desi gna te  wi l l  i ssue  d i rect i ons to  h i s i ncom i ng  a t to rney genera l  to  use  a l l  ava i l ab l e  resources a t  the
d i sposa l  o f  the  governm ent to  cha l l enge  the  federa l  governm ent 's au tho ri ty to  i m pose  a  ca rbon  tax i n  On ta ri o .

Background

T he  Program  took e ffect  i n  On ta ri o  on  January 1 ,  2017 ,  wi th  the  i n i t i a l  com p l i ance  pe ri od  schedu l ed  to  end  on  Decem ber 31 ,  2020 .

On ta ri o ’s Prog ram  was l i nked  to  tha t  o f  the  Provi nce  o f  Québec (“Québec”) and  the  Sta te  o f  Ca l i fo rn i a  (“Ca l i fo rn i a ”) on  January 1 ,  2018 ,  th rough
the  Agreem ent on  the  Harm on i za t i on  and  In teg ra t i on  o f  Cap-and-T rade  Program s fo r Reduci ng  Greenhouse  Gas Em i ssi ons (the  “Agreem ent”),
ha rm on i zi ng  and  i n teg ra t i ng  the  th ree  j u ri sd i ct i ons’ g reenhouse  gas (“GHG”) em i ssi ons report i ng  and  cap-and-t rade  p rog ram s. T h i s i ncl uded  a
com m i tm en t by the  th ree  j u ri sd i ct i ons to  ho l d  j o i n t  auct i ons o f  em i ssi ons a l l owances and  accep t  com p l i ance  i nstrum en ts i ssued  by any o f  the  o the r two
cap-and-t rade  p rog ram s. T he  f i rst  j o i n t  auct i on  was he l d  on  February 21 ,  2018 .

T he  next  j o i n t  auct i on  i s schedu l ed  fo r August  14 ,  2018 .

Implications and Next Steps

T he  Announcem ent i s o f  i n te rest  to  a l l  pa rt i ci pan ts i n  On ta ri o ’s Prog ram , i ncl ud i ng  m anda to ry pa rt i ci pan ts,  vo l un ta ry pa rt i ci pan ts,  m arke t  pa rt i ci pan ts,
o ffse t  i n i t i a t i ve  opera to rs and  o ffse t  i n i t i a t i ve  sponsors,  as we l l  as Québec and  Ca l i fo rn i a  pa rt i ci pan ts.  End  use rs o f  regu l a ted  p roducts,  i ncl ud i ng
gaso l i ne ,  d i ese l  and  na tu ra l  gas,  and  ra te  payers i n  a l l  th ree  j u ri sd i ct i ons wi l l  a l so  be  a ffected .

Pursuan t  to  Art i cl e  17  o f  the  Agreem ent,  any pa rty m ay wi thd raw f rom  the  Agreem ent by g i vi ng  wri t ten  no t i ce  o f  i ts i n ten t  to  wi thd raw to  the  o the r two
part i es.  T he  Agreem ent speci f i es tha t  such  a  pa rty sha l l  endeavour to  (i ) g i ve  12  m on ths’ no t i ce  o f  i ts i n ten t  to  wi thd raw to  each  o f  the  o the r pa rt i es,
and  (i i ) m a tch  the  e ffect i ve  da te  o f  wi thd rawa l  wi th  the  end  o f  a  com p l i ance  pe ri od .

At  p resen t ,  i t  i s uncl ea r exact l y when  and  how bo th  the  te rm i na t i on  o f  the  Prog ram  and  wi thd rawa l  o f  On ta ri o  f rom  the  Agreem ent wi l l  occu r,  and  how
Québec and  Ca l i fo rn i a  wi l l  respond .  I t  rem a i ns to  be  seen  how a l l owances and  cred i ts a l ready pu rchased  by Prog ram  part i ci pan ts wi l l  be  t rea ted ,  how
Onta ri o  a l l owances and  cred i ts pu rchased  by Québec and  Ca l i fo rn i a  pa rt i ci pan ts wi l l  be  t rea ted ,  and  wha t  add i t i ona l  ob l i ga t i ons On ta ri o  pa rt i ci pan ts
m ay have  as a  resu l t  o f  the  te rm i na t i on  o f  the  Prog ram .

T he  T h i rd  Read i ng  i n  the  Sena te  o f  B i l l -74 ,  the  Budge t Imp l ementa t i on  Act ,  2018 ,  No .  1,  was com p l e ted  on  June  14 ,  2018 .  Shou l d  the  B i l l  rece i ve
Roya l  Assen t ,  i t  wi l l  enact  the  Greenhouse  Gas Po l l u t i on  Pri ci ng  Act wh i ch  crea tes a  federa l  GHG em i ssi ons p ri ci ng  schem e to  ensure  tha t ,  taki ng
provi nci a l  GHG em i ssi ons p ri ci ng  system s i n to  accoun t ,  GHG em i ssi ons p ri ci ng  app l i es b road l y i n  Canada .

BLG wi l l  con t i nue  to  m on i to r deve l opm ents a ri si ng  f rom  the  Announcem ent and  p rovi de  fu rthe r upda tes.  P l ease  fee l  f ree  to  con tact  any o f  the  au tho rs
l i sted  be l ow fo r m ore  i n fo rm at i on .
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