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Overview

In November 2016, Nova Scotia announced that it will implement a cap and 
trade program as part of the Pan-Canadian Framework on Clean Growth 
and Climate Change. The program will comply with the federal government’s 
carbon pricing requirements, which include

1 establishing a greenhouse gas (GHG) emissions cap based on the federal 
government’s carbon pricing benchmark of $10/tonne carbon dioxide 
equivalent (CO2e) in 2018, increasing to $50/tonne in 2022

2 setting a 2030 economy-wide GHG target that is (at a minimum)  
30 per cent below 2005 levels

3 covering (at a minimum) GHG emissions from the combustion of fossil 
fuels

Although these minimum requirements must be met, many more detailed 
design decisions need to be made prior to implementing Nova Scotia’s 
program. 

To support this process, a consultation period was held between March 
8, 2017 and March 31, 2017 to introduce the concepts, mechanisms, and 
design features being considered and to obtain stakeholder feedback. 
Nova Scotia Environment released a discussion paper entitled “Nova Scotia 
Cap and Trade Design Options,” which included 34 questions on specific 
program design options. The paper was posted to the climate change 
website (climatechange.novascotia.ca/proposed-cap-and-trade-program). 
Respondents were directed to submit comments online, through email, or 
through mail. Feedback was also collected during one-on-one stakeholder 
meetings and group sessions. 
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Responses

Respondents included representatives from businesses, industry, 
associations, academia, non-governmental organizations, municipalities, and 
individuals. 

Nova Scotia Environment received

• three written responses in the mail

• 43 through email

• 17 online submissions

Nova Scotia Environment held 20 individual one-on-one meetings with 
stakeholders between March 8 and March 31, 2017, as well as two larger 
stakeholder group sessions. The first was on March 15 in Halifax and the 
second, co-hosted by the Department of Natural Resources and Forest Nova 
Scotia, was on March 30 in Truro. 

Prior to the formal consultation period, an additional 35 meetings were held 
with stakeholders between November 21, 2016 and March 8, 2017. The 
Province will continue to engage with stakeholders, and there will be further 
opportunities to participate and provide feedback throughout 2017 as the 
regulatory framework is developed. 

The following is a summary report of what we heard from respondents 
during the consultation period, including quotations from written 
submissions. Quotations included were selected because they reflected 
broader themes from submissions. This report is not intended to reflect any 
policy choices made by Nova Scotia Environment in the development of the 
regulatory framework. 
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Principles for  
Nova Scotia’s Cap and Trade Program 

In the discussion paper, eight principles for the program were proposed: 

• environmental effectiveness

• economic growth

• competitiveness

• administrative efficiency

• fairness

• accountability

• transparency and predictability

• flexible and adaptable 

Respondents were asked how they would rank these principles and whether 
any additional principles should be included for the cap and trade program.

Environmental effectiveness and economic growth were the two highest 
ranked principles by respondents. 

“The key policy objective of a cap and trade program is the mitigation of 
absolute GHGs. This is an important principle to prioritize, as program 
structure and competing principles could diminish the overall objective.” 

“A key principle of the cap-and-trade system is to encourage Nova Scotians to 
take actions that will result in lower emissions. The cap-and-trade system’s 
key principles should be designed primarily to achieve the following three 
objectives: 1. Reduce the amount of energy the economy uses; 2. Shift the mix 
of energy used to lower emitting sources; and 3. Grow the economy.” 

The next highest ranked principle was fairness. Respondents indicated that 
this principle should be expanded to include social equity to ensure that 
the cap and trade program does not unfairly cost low and middle income 
households in Nova Scotia. 

“The ‘Fairness’ principle should be accompanied by a principle of Social 
Equity. Social Equity means actively looking after the wellbeing of low and 
medium income as well as vulnerable households, and considering how the 
Nova Scotia cap and trade program affects them.”
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Fairness was also cited in reference to business:

“Important objectives of the program should be fairness, transparency and 
administrative efficiency. To this end, all sources of emissions should be 
captured and taxed on a per tonne equivalency. It is neither fair nor of service 
to the environment to exclude fuel sources and thereby create an unfair 
business environment or encourage use of fuels whose emissions are not 
captured.”

The need to be flexible and adaptable also received a high ranking—
specifically, being able to change the program over time in order to capitalize 
on opportunities and adjust to challenges that arise through legislation and 
regulations. 

“The issue is dauntingly complex, with widespread economic, environmental 
and social implications. To the maximum extent possible, Nova Scotia’s 
legislative and regulatory framework should be flexible enough to 
accommodate new research findings and [as yet] unidentified opportunities in 
this area.”

“[F]lexibility and adaptability would have to be [given] highest priority, and 
this adaptability would have to [be] included in the regulations, rather than 
requiring a political response to change.”

Respondents also indicated the importance of transparency and 
predictability. For this reason, accountability is vital, to ensure that the 
program is transparent for participants and the public regarding emissions 
and allowance distribution, as well as potential costs passed on to 
consumers. 

“[T]he principles of the utmost importance include transparency coupled 
with economic competitiveness for all industry participants. [It is therefore 
essential that] the cap and trade program be transparent and administratively 
simple, [and that] all reporting and auditing requirements be fair and non-
burdensome to business.”

“It is important that all aspects of the cap-and-trade program are discussed 
in an open and transparent forum now and in the future. Much of the cap-
and-trade program ‘Design Options’ paper poses relevant questions looking 
for informed commentary.… [This stakeholder] appreciates the opportunity 
to comment on the program ‘Design Options’ paper and believes that many 
of the specific elements within the cap-and-trade program require additional 
discussion and consultation with all stakeholders. As with any major 
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public policy, there will be long-term ramifications of adopting a cap-and-
trade program.… [I]t is important to allow Nova Scotians the ability to view 
comments and discuss each element of this program.” 

“It is imperative that an absolute and continuing reduction in GHG emission 
is achieved. This is closely followed by accountability, while at the same time 
being transparent, and being seen as being transparent.”

Competitiveness was identified as an important principle for existing 
businesses and new businesses considering location in Nova Scotia, 
especially for those that have large emissions and export their product. 

“[T]he major principles of any cap and trade program scheme should be:  
1. Economic Growth, 2. Competitiveness, 3. Transparency and predictability.”

Competitiveness was also referred to in the context of encouraging 
economic growth while ensuring continued GHG emissions reductions. 

“In prioritizing the proposed principles … the province should be particularly 
focused on economic growth, competitiveness, administrative efficiency and 
simplicity, fairness, and flexibility. As the discussion paper notes, since 2005, 
Nova Scotia’s GHG emissions have been declining and we are currently the 
provincial leader in reducing emissions. In light of the province’s success in 
this regard, it is critically important that the province focus on preserving a 
competitive environment for businesses in the midst of the transition to a 
lower carbon future, especially for those companies that are energy-intensive 
and sell products outside Nova Scotia.”

Administrative efficiency was also regarded as an important principle to be 
considered in developing the program. Some respondents indicated concern 
regarding the administration of the program.

“[Cap and trade is] difficult and expensive to administer. It is not clear how the 
province will ensure that the caps (allowances) are set at the right level for the 
group and for the individual participants. No details are provided on how the 
allowances will be monitored, reported and verified, or how under-reporting of 
emissions will be prevented. Cap-and-trade requires enforcement, which can 
be expensive, ineffective and open to administrative errors or manipulation.”  

Others commented that a carbon tax is simpler to administer and participate 
in compared to a cap and trade program. 

“A straight carbon tax would be far less unwieldy [compared to a cap and 
trade program].”
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Respondents highlighted the importance of attaining a reasonable level of 
certainty, or ensuring that participants understand the impact of the program 
and make long-term plans, including financial investments, to participate. 

“Reduced investor uncertainty must and can be a primary outcome.” 

“It is critical [that] regulatory uncertainty is minimized and the cap and trade 
program be finalized and implemented in a timely manner to ensure industry 
can plan their business activities.” 

Additional principles, values and concerns that were proposed included

• resiliency

• effectiveness and equitability

• simplicity

• community development

• economic preparedness for carbon neutrality

• environmental protection

• openness to participation

• consideration for rural Nova Scotians/rural economies

• sound science and economics

• broad implementation

• appropriate pricing

• management of natural resources

Linking to other existing cap and trade programs
The discussion paper asked respondents whether the Nova Scotia cap 
and trade program should link with an external program. The majority of 
responses on this topic were in favour of linking with an existing cap and 
trade program, such as the Western Climate Initiative (WCI), which includes 
Quebec, and California. It is anticipated that Ontario will link in 2018.

“To decrease competitiveness risks, Nova Scotia should link its cap and trade 
system with the Western Climate Initiative (WCI), and it should pursue regional 
trading through expanding WCI to Atlantic Canada and New England or by 
building province-by-province and state-by-state linkages so that over time 
carbon pricing converges in North America.” 

Others suggested harmonization wherever possible, to leave the possibility 
of linking once the Nova Scotia program is up and running. 

“Nova Scotia should not link with another system at this time. Other systems 
have been designed for different policy objectives and supports for industrial 
economies that are quite different from Nova Scotia’s. After the Nova Scotia 
marketplace is operating and there is better understanding of how the other 
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carbon pricing programs are working, the question of linking carbon pricing 
programs (markets) should be revisited.”

It was acknowledged that while it could be a significant amount of work, 
linking could have benefits, such as access to a much larger carbon market. 
Some also inquired about the potential for regional collaboration with 
other Atlantic provinces, given the concern about a patchwork of programs 
emerging across Canada and the interconnectedness of the economies 
here. Not all respondents were supportive of linking, however:

“Nova Scotia should proceed with caution in pursuing linkage with other 
jurisdictions while its cap and trade system is being developed. The province 
needs time to put in place a cap and trade system and to ensure it is running 
smoothly before pursuing linkage. No transfers of emissions or allowances 
in or out of the province at this time. For the reasons articulated, particularly 
Nova Scotia’s unique situation of successful early action on GHGs, the current 
focus should be on getting the Nova Scotia regime correct.”

Others noted that this could see revenue leaving Nova Scotia. 

“Nova Scotia will have a very small market and may thus be confronted with 
liquidity challenges. That said, linking with other jurisdictions, while expanding 
market scope and opportunities for compliance entities, would potentially see 
revenue flowing outside of the province.”
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Cap and Trade Program 
Design Options 

The discussion paper asked for respondents’ feedback regarding seven 
key design option areas: program scope, the cap, allowance distribution, 
program design features, compliance flexibility mechanisms, use of offsets, 
and compliance and enforcement requirements. 

Program Scope 
In response to questions on program scope, the majority of respondents 
indicated a concern about the number of mandatory participants in the 
proposed Nova Scotia program, suggesting that having a smaller number of 
participants could create issues with market liquidity. In particular, concern 
was expressed that the small number of participants could result in a limited 
supply of GHG allowances or in some participants dominating the market. 

“The Ontario and Quebec cap and trade markets are considerably larger than 
the proposed ‘NS only’ market, with nearly 400 participants.… [this stakeholder 
has] concerns with respect to the size and liquidity of a ‘NS only’ market.”

The proposed threshold of 100,000 tonnes of CO2e was generally supported 
by respondents. A few recommended a lower threshold to include more 
participants in the program, with 10,000, 25,000, and 50,000 tonnes of CO2e 
proposed as alternative thresholds. Of the alternative thresholds, the most 
common was 25,000 tonnes of CO2e, ensuring consistency with WCI and 
facilitating the option of linking in the future. 

“We suggest Nova Scotia harmonize with the Quebec and Ontario thresholds. 
This would facilitate transition to WCI if the province chooses to do so in the 
future.”

When asked about emissions coverage, most respondents supported 
including both process and fixed emissions.

“The program proposes to include fixed process emissions, from chemical 
processes.…  [This stakeholder] supports this option, as it would be unfair for 
combustion-based sectors to bear all the reduction in GHG.”

The discussion paper also requested feedback on new and expanding 
facilities. Two respondents recommended a “no backsliding” rule, under 
which new entrants and expanding facilities could not increase the overall 
provincial GHG emissions from one compliance period to the next. This 
would include a gradual phasing out of free allowances.
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“In the case of large, non-fossil-fuel, but emissions intensive trade-exposed 
industry, free allowances could be provided to firms if a strong case can be 
established through independent review that a cap-and-trade system puts 
the firm at competitive risk. In this case, issuing free allowances to emissions 
intensive trade-exposed industries should be for a limited period, with a 
schedule set for the phase-out of free allowances.”

A few others recommended implementing a different system for new 
entrants, such as a performance standard, using a phased-in approach, or 
excluding new entrants from declining allowances. 

“We propose that trade-sensitive industries be exempt from the ever-
decreasing supply of allowances available in each compliance period.”

There was a mixed response regarding voluntary entrants opting into the 
program. Some respondents indicated that the market should be open 
and there should be as many participants as possible to increase market 
liquidity. 

“[V]oluntary participation should be encouraged since it would increase 
liquidity of the Nova Scotia market.”

Others suggested getting the system in place before creating greater 
complexity by allowing voluntary participants. They stated that including 
voluntary participants could reduce the amount of allowances available to 
mandatory participants and add to the administrative burden of the Nova 
Scotia government. One respondent, for instance,

“[a]greed with the proposal of omitting voluntary participation [so] that 
mandatory participants will be given (rather than purchase) their offset credits 
up to their maximum allowance.”

The Cap 
Many respondents noted the need for more information about the cap. Some 
indicated that Nova Scotia is ahead because of early action in the electricity 
sector and therefore should receive recognition from the federal government 
as the only province that has already achieved the federal 2030 target. 
Others noted that Nova Scotia has an opportunity to continue to lead on 
GHG emissions reductions and therefore should set a stricter cap. 

“Nova Scotia has the best track record of any jurisdiction in Canada in making 
real reductions in its carbon footprint. [This stakeholder] advises that the new 
carbon cap and trade program should be designed to lay the foundation for 
further progress not only through price signals, but also on cleaner energy 
supplies and a lower demand for energy.”
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Generally speaking, three-year or multi-year compliance periods were 
supported to allow for flexibility within the program. However, one 
respondent suggested longer compliance periods that better represent the 
capital investment cycles of larger industries. 

“Compliance periods should be between 10 and 20 years.… [T]hree-year 
compliance periods are not a sufficient [tenure] for large capital, long-dated 
projects. The compliance period would have to be relative to the particular 
industries’ planning time horizons.”

Allowance Distribution 
There was a mixed response regarding questions on allocations and 
allocation methodology. Three methodologies were suggested in the paper:

1 to base the approach on historical and projected emissions

2 to use an output-based allocation

3 to establish a fixed-sector benchmark

It was suggested that output-based allocation would work well for overall 
GHG reduction, while a fixed-sector benchmark would work well for new 
entrants, who may not have a historical benchmark to use as a reference point. 

“If allowances are distributed based on historical emissions we are designing 
the program explicitly to have no reduction of actual emissions for the first 
compliance period. It encourages business as usual and does not foster 
innovation. Fixed-sector benchmark is a better mechanism for [combined 
heat and power (CHP)] if a double benchmarking approach is taken, as 
is commonly done for CHP under cap and trade programs. The chosen 
methodology should [take into account] that carbon intensity shifts will vary 
across sectors, and that locking in a carbon intensity standard within and 
between sectors may not allow for sufficient innovation and transition toward 
low-carbon solutions.” 

Several respondents were in favour of auctioning allowances, at the very 
least for petroleum product suppliers, such as is done in Quebec and 
Ontario. Some noted that Nova Scotia may be missing an opportunity by 
choosing to forgo auctioning allowances, because revenue for programs 
could be used to achieve further GHG reductions or offset costs to 
mandatory participants and consumers. Some respondents expressed 
particular concern for low-income and rural Nova Scotians.

“We need a system that creates revenue to support low- and middle-income 
Nova Scotians, and [that] strengthens the prosperous green economy.... 
[W]ithout revenue the proposed system does not create opportunities for 
offsetting costs to low- and middle-income Nova Scotians, through poverty 
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reduction programming, focused energy efficiency programming, and low-
carbon solutions. Similarly, without revenue there is no increase in funding for 
research, innovation, and incentives for emerging low-carbon industries and 
technologies.” 

Other respondents supported the effort to minimize costs to consumers and 
mandatory participants.

“If mandatory participants are required to pay for allowances to comply 
with emissions restrictions under an auction or other method, these costs 
would naturally be passed through to end users, significantly increasing the 
costs to be paid by all Nova Scotians. Funds paid to purchase allowances 
would increase the burden on regulated entities and would be in addition to 
investment in emission reductions required to comply with emission limits.”

Program Design Features 
The discussion paper also asked for stakeholder feedback on program 
design features, including registration requirements, trade rules, program 
rules, and strategic reserve sales. The majority of respondents supported 
using a strategic reserve to mitigate price changes, and a couple 
recommended that the allowances within the reserve could be used to 
mitigate the impact of new entrants on the program. 

“Rather than simply putting an arbitrary number in place, the advice is to 
consider a policy foundation whereby the strategic reserve is built upon 
GHG reductions from the unintended closure of large industrial emitters and 
that reserve be drawn down to provide for future strategic energy growth 
strategies.”

Compliance Flexibility Mechanisms 
The discussion paper outlined three potential design flexibility mechanisms: 
the ability to bank allowances, the use of multi-year compliance periods, and 
the use of offsets. Respondents indicated that these mechanisms would 
help to ensure flexibility within Nova Scotia’s program. In particular, the 
ability to bank credits and multi-year or three-year compliance periods were 
strongly supported. One respondent, for example, supported

“multi-year compliance periods, as proposed by the province. Multi-year 
compliance periods provide flexibility and fairness to market participants, by 
allowing them to smooth reductions over multiple years [so as] to take into 
consideration volatility that may occur in their operations.”
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Use of Offset Credits
When asked about offsets, the majority of respondents acknowledged 
potential offset opportunities in the forestry sector, including afforestation, 
reforestation, and improved forest management. 

“[T]here is significant opportunity for offsets in forestry. We have recently 
become better informed about a system where woodlot owners could manage 
their woodlots in a specific manner … [so that] they could store or sequester 
more carbon.”

Others suggested offset opportunities were possible in the agriculture 
sector, protected areas, wetlands, land restoration, and seagrass restoration, 
as well as with respect to fugitive emissions. 

 “Agriculture in Nova Scotia, much like other jurisdictions with cap and trade 
programs, [is] in a good position to create offset credits. These opportunities 
vary by farm and would focus primarily on fugitive emissions.”

“There are currently established and verifiable carbon-offset protocols for 
protected areas…. It is [our] view that the securement of vulnerable and special 
protected areas should be considered as a carbon offset option in the NS cap 
and trade program.”

There were concerns about missed opportunities in Nova Scotia because of 
the administrative burden associated with developing and verifying offsets. 
Given the size of the proposed program for the province, one respondent 
suggested developing a brokerage model to participate in an offset program.

“Considering the size of Nova Scotia, the potential for offsetting CO2e is 
abundant; however, based on a 2010 study and an average carbon offset of 
48 tonnes CO2e per year, it would take 21 farms to participate in methane 
collection of biomass to create 1000 tonnes CO2e per year. Logistically, to 
ensure that agriculture can effectively participate in an offset program, a 
brokerage model must be considered.”

Some respondents suggested using existing protocols when possible to 
ensure policy harmonization with other systems, such as WCI. Specific 
offset protocols—Verified Carbon Standard, Clean Development Mechanism, 
and American Carbon Registry—were recommended by three respondents. 
It was stressed that whichever protocol is used, it needs to be robust and 
rigorous to ensure that credits are real, additional, enforceable, verifiable, and 
permanent. 
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“Protocols and rigor [are necessary to establish] an offset credit market so 
[that] off-set credits are truly a long-term carbon reduction strategy. Capacity 
building funds should be allocated to support research, development and 
implementation. Existing, tested and verified protocols already established 
should be reviewed for use. Consideration should be given to the cost of 
credit verification and maintenance versus the value of the credit and number 
available.”

The eight per cent limit on offsets (the same as in the WCI program) was 
generally supported by respondents, some of whom noted that offsets 
should be encouraged but limited. Others called for no limit on offsets. 

Compliance and Enforcement Requirements 
In response to questions about compliance and enforcement requirements, 
respondents were generally supportive of the proposed approach, including 
partial “true-ups.’

“The partial true up is important for the flexibility of a three-year compliance 
period.”

However, not all respondents agreed with the annual 30 per cent “true-up,ˮ 
because it could limit flexibility for mandatory participants (i.e., in having to 
submit credits before the end of the compliance period) and would increase 
the administrative burden for both mandatory participants and the province. 

“[This stakeholder] supports the most flexibility possible within the compliance 
periods and recommends the removal of an annual true-up requirement.”
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Other Feedback

In addition to providing feedback on the 34 questions included in the 
discussion paper, stakeholders offered comments on the cap and trade 
program process more generally. These are summarized below.

Through stakeholder meetings (as well as some online submissions), a 
number of respondents strongly indicated that January 1, 2018 is not a 
feasible start date for mandatory participants. 

“[This stakeholder] recommends that participants be given adequate time 
[for] questions, submissions, [and] interventions, and to effectively learn 
and engage [with] the proposed policies. As is evidenced in other jurisdictions, 
a rushed and/or ill-planned implementation could have serious negative 
consequences for customers. We urge government to exercise caution in the 
design and implementation of a cap and trade system. Taking the time to get it 
right will benefit the overall economy and emissions reductions in the long term.” 

Participants currently in the WCI program in other provinces noted that it 
takes several months to get registered in the online compliance and tracking 
system. 

“The selection/development program accounting tools and participant 
registration can [make for] a lengthy process. The emission credit trading 
and compliance reporting tools must be functional prior to writing the 
regulation[s]. Based on our experiences in working under the Ontario and 
Quebec regulations, a start date of January 1, 2018 is very optimistic.”

A common suggestion was to implement monitoring and reporting in the 
first year, with the cap and trade program starting in the next. 

“It is recommended that NS consider staging the implementation of a cap and 
trade program over multiple years.”

“Such an approach to the design and implementation of Nova Scotia’s [cap 
and trade] system will take time. It will require background work, and it 
will require an active and transparent engagement of Nova Scotians for a 
considerable period of time, likely a year or two.”

Feedback from a number of one-on-one stakeholder meetings clearly 
established that it is important to ensure that the cap and trade program is 
consistent with other emerging policies, including the Clean Fuel Standard, 
the Reduction of Carbon Dioxide Emissions from Coal-fired Generation of 
Electricity Regulations, federal government’s GHG reporting requirements, 
and proposed methane emissions regulations.

Finally, stakeholders emphasized that they want continued engagement 
throughout the development and implementation of the cap and trade program. 
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Next Steps

The next steps in developing Nova Scotia’s cap and trade program include 
legislation to create the program and drafting the regulations required for 
implementation. We will examine and consider all feedback as we design the 
regulatory framework. 

Another round of consultations will be held, focusing on the draft 
regulations; however, stakeholders are encouraged to submit any additional 
comments or information to Nova Scotia Environment. You can provide 
comments by mail or email.

E-mail address:  policy1@novascotia.ca

Mailing address: Nova Scotia Environment
 Climate Change Unit
 1903 Barrington Street
 2nd Floor, Suite 2085
 PO Box 442
 Halifax, NS B3J 2P8

To request a printed copy of this paper, call 902-424-4300

All comments summited to Nova Scotia Environment will be considered 
public and, therefore, may be shared through freedom of information 
requests, under the Nova Scotia Freedom of Information and Protection of 
Privacy Act.




