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18 Reasons to reject  Canada’s Trojan Horse “Clean Energy Export Credits”
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The Canadian “Cleaner Energy Export Credit” proposal has clearly to be rejected, because…

· Canada should ratify the Kyoto Protocol now! 96 countries have already ratified, including the EU and Japan. 

· the Canadian proposal will ONLY result in higher emissions from Canada (+14.6%). No other Party will “benefit” from this proposal. Instead, the world will suffer increased climate change.  

· it is clearly a renegotiation of the Kyoto Protocol and the Marrakech Accords.

· and many more reasons such as the ones that follow… 




Canada is requesting an additional greenhouse gas emission allowance for  70 million tonnes of CO2 equivalent
 annually. These emission allowances are (erroneously) claimed to be “equivalent to the global environmental benefit created by its cleaner energy exports” to the US
. 

This paper examines some ramifications of the Canadian proposal. Eighteen reasons are presented why Canada should ratify the Kyoto Protocol now and withdraw its “Cleaner Energy Export” proposal. The proposal is a Trojan Horse: “cleaner energy” on the outside, but a lot of dirty Canadian emissions within. 

Canada’s proposal must be rejected, because…

1. Canada’s emissions  would be substantially inflated.

2. Canada has already received enough extra ‘sinks’ gifts.
3. Canada can meet its Kyoto commitments without any “export credits”.
4. business-as-usual activities would be rewarded.
5. it would set a precedent for a flood of exception pleas.
6. it undermines the agreed principle that emissions are accounted for where they arise.
7. it might render the Kyoto Protocol unverifiable.
8. it would exacerbate the problem of “Hot Air”.
9. rewarding countries by allowing them to pollute more does not mitigate climate change.

10. the US will buy gas and hydroelectricity from Canada anyway.



11. if necessary, disadvantageous trade distortions could be solved by border tax adjustments.
12. the rejection of the Kyoto Protocol by the US will benefit Canada.
13. the inherent logic leads to absurdities.
14. cheap Canadian gas exports might discourage the growth of renewables and energy efficiency in the US. 
15. it will hinder, not support clean energy in Canada.
16. it doesn’t encourage any emission reductions in producing, processing and transmitting natural gas.
17. it ignores Canadian oil and coal exports to the US.
18. the Canadian public strongly supports Canadian ratification of the Kyoto Protocol.
See the pages following for elaboration… 

Canada’s proposal must be rejected, because…

1. …Canada’s emissions would be substantially inflated. Extra emission credits of 70 MtCO2e/year would allow Canada’s emissions to rise by another 11.4% relative to its 1990 baseline, resulting in a net increase over the Kyoto target by +14.6% (instead of -6% as in Annex B of the Kyoto Protocol) (see Figure 1). In other words, the Canadian "clean energy export" scheme aims to generate paper credits that will meet Canada’s Kyoto commitment. Paper credits do not reduce emissions. But reducing real emissions is what Kyoto is all about.
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Figure 1 – Effective emission targets of Canada in comparison to average OECD targets (*OECD 1990 without Turkey and USA), EU and Japan
. 
2. …Canada has already recived enough extra ‘sinks’ gifts. Canada received a generous concession from the international community in the form of its sinks credit. Canada received sink allowances of about 55.7 MtCO2/year
, which is more than those claimed by Japan or by all European countries. This inflated Canada’s Kyoto target already by 9% (from -6% to about +3%). Even the Canadian Environment Minister David Anderson recently recognised that this concession had changed Canada’s commitment form minus 6 % to above 0 %
. 

3. …Canada can meet its Kyoto commitments without “export credits”. Canada does not need to receive the additional 70MtCO2 credit in order to meet its Kyoto target. Three of the four broad policy options available to Canada, as presented in the Canadian Government's Discussion Paper "Canada's Contribution to Addressing Climate Change", present realistic scenarios whereby Canada could meet its Kyoto targets without being granted an additional 70MtCO2 credit for "cleaner energy exports".

4. …business-as-usual activities would be rewarded. Canada’s proposal presents a completely hypothetical baseline scenario that all gas and hydro-electricity exports from Canada to the US are ended. The 70 MtCO2/year is based on this hypothesis. This is neither realistic, nor would it follow any economic rationale. Canada earns many billions from the sale of natural gas and electricity to the US. Canadian industry and governments will never consider abandoning the lucrative US market. Thus, Canada requests credits for business-as-usual activities. This seems to be similar to Canada wanting to suggest that the US is a single CDM project, without any additionality criteria. 

5. …it would set a precedent for a flood of exception pleas. If Canada claims credits for exports that might lower emissions in the importing country, what would prevent other exporters to the US markets to claim such credits as well? For example, any Japanese car manufacturer could then legitimately claim credits, since their car export to the US results in lower US emissions (otherwise a more polluting car might have been built and driven). Germany could request credits for selling more efficient refrigerators. European countries that are providing up to 350 wind turbines for an installation in British Columbia that is slated to become Canada's largest wind farm, might want to claim similar credits. Or imagine Russia claiming credits for all of its gas exports. 
6. …it undermines the agreed principle that emissions are accounted for where they arise. As adopted in the IPCC Guidelines for National Greenhouse Gas Inventories (COP3), the Kyoto Protocol’s accounting architecture is based on the fundamental principle that emissions are accounted for where they arise. The Canadian proposal would assign credits to Canada for an hypothetical, unverifiable change of emissions elsewhere, i.e. in the US. 

7. …it might render the Kyoto Protocol unverifiable. Canada’s proposal rests on uncertain assumptions about fuel-substitution which can be neither verified nor monitored. Although the Kyoto Protocol already contains some provisions that are likely to be difficult to verify and subject to large uncertainties (such as sinks or some CDM project baselines), additional unverifiable credit mechanisms could be the last straw that breaks the camel’s back. The Kyoto Protocol and its emission trading system crucially depend on verification, checks and balances, in order to build the trust to jointly master the challenge of mitigating climate change. 
8. …it would exacerbate the problem of “Hot Air”. By reducing further the overall emission reduction requirements for Canada, the total Annex-B demand for emission reductions would be reduced. The net surplus of Russian and Eastern European “Hot Air” would be increased  since the demand for emission reduction credits will be decreased. Thus, the Canadian proposal is likely to have strong ramification for the international trading scheme, further decreasing prices which have already dropped because of the US pull-out from Kyoto.
9. …rewarding  countries by allowing them to pollute more does not mitigate climate change. The Canadian proposal claims that it awards “global environmental benefits”.  An activity that causes less environmental damage than other activities must not be rewarded with credits that will allow more emissions to occur. In other words, assuming that  “environmental benefits” (read: less environmental damage) actually exist, Canada proposes to negate those benefits by getting equivalently higher emission allowances. 
10. …the US will buy gas and hydroelectricity from Canada anyway. Well before 1997, the year the Kyoto Protocol was adopted, the US already imported Canadian gas and will continue doing so despite its withdrawal from Kyoto. It is inconceivable that the US will completely switch to coal and oil, because: (1) Gas power plants are increasingly favored, since they are economically more attractive; (2) the US Clean Air policy adresses emissions of sulphur, mercury and nitrogen, which are associated with high-carbon fuels; (3) despite a certain lack of understanding in Washington of the issue of global warming, more and more States in the US are implementing climate policies themselves. Low-carbon imports from Canada are currently a preferred option for the US, and will be even more so in the future. 
11. …if necessary, disadvantageous trade distortions could be solved by border tax adjustments. If required, Annex-B countries should protect their markets by border tax adjustments against Non-Annex B countries or Non-Parties, not by weakening environmental standards at home, as Canada is doing by requesting additional emission credits. If border tax adjustments are applied to imports, they will provide an additional incentive for joining the Kyoto Protocol. 

12. …the rejection of the Kyoto Protocol by the US will benefit Canada. According to a recent document prepared by the Ministry of the Environment of Canada, “the net effect of the US withdrawal from Kyoto may make it easier for Canada, and Canadian industry in general, to meet its overall target”
. This is due to the fact that the price of carbon will be substantially lower on international markets due to the non-participation of the US. Furthermore, Canadian companies, unlike their US counterparts, will be able to take advantage of the Clean Development Mechanism, Joint Implementation and the International Emissions Trading provisions of the Kyoto Protocol. 

13. …the inherent logic leads to absurdities. The US is presently not bound by Kyoto, and faces no legal obstacles to increasing its energy consumption and corresponding greenhouse gas emissions. With easy access to a such vast and unrestricted US market,  Canada could aim to significantly increase its export of natural gas and hydro-derived  electricity to the US. Under the "clean energy export" scheme Canada could then receive even more  Kyoto credits. The underlying premise of the Canadian proposal is that “the more you export, the more credits you gain”. Hypothetically, by simply tripling  its natural gas and hydro electricity sales to the U.S., Canada could meet its Kyoto target and not make any other adjustments. 
14. …cheap Canadian gas exports might discourage the growth of renewables and energy efficiency in the US. Canada claims that its natural gas and hydro generated electricity exports primarily replace dirty US energy
. However, there is no proof for this assertion. Compelling counter arguments include: (a) relatively inexpensive Canadian natural gas and electricity exports could be serving as disincentives for the development of renewable energy sources and the enactment of more stringent energy conservation measures. Due to the current cheap Canadian gas exports,  gas fired electrical generation appears to be financially more attractive to US utilities; (b) even from a hypothetical perspective, it is not possible to know how the US market would respond if there was a cessation or significant reduction in exports of Canadian energy to the U.S.. Instead of turning to coal and oil, there could be a massive boost of conservation, efficiency and renewables; (c) Given expanding US energy demand, it is hard to believe that more Canadian natural gas exports would result in reduced US pollution. They could just as well whet the U.S.'s appetite for more energy consumption. In the end, Canadian exports may cause overall emissions to be higher instead of delivering “global environmental benefits”. 

15. …it will hinder, not support clean energy in Canada. A one-off allowance to Canada to emit even more greenhouse gases will limit rather than increase incentives for renewable energy development and dissemination in Canada’s market. Thus - contrary to some claims - the Canadian proposal is not at all conducive to the introduction a new Kyoto mechanism to support renewables (like solar energy, wind energy, small-scale hydropower, modern biomass, marine energy and geothermal energy) and more efficient technologies (like fuel cell technology, combined cycle and co-generation).

16. …it it doesn’t encourage any emission reductions in producing, processing and transmitting natural gas. Although natural gas cleaner than oil and coal, there are still high emissions relating to production, processing and transmission and gas resources. This is because of gas flaring, leakage, and poor maintenance, which themselves offer tremendous potential for emissions reductions. Those potential savings might be forgone because relatively high gas production emissions are a cornerstone in Canada’s rationale for the claims that gas exports would face disincentives under Kyoto. With gas production emissions dropping, the basis of  Canada’s argument would collapse. 

17. …it overlooks Canadian oil and coal exports to the US. Canadian gas exports to the US are only part of all Canadian fossil fuel exports (see figure 2). If Canada wanted an acknowledgement of the environmental effects of  its exports, Canadian oil and coal exports would have to be part of the equation. The detrimental effect of Canada’s oil and gas exports on the climate would paint a different picture of overall Canadian energy exports, and it’s not ‘cleaner’ at all. 
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Figure 2 – Canadian fossil fuel exports to the US, in carbon equivalents. 
18. …the Canadian public strongly supports Canadian ratification. The Canadian Government must stop its delaying tactics and ratify the Kyoto Protocol. A staggering 78% of Canadians want Kyoto ratified. A total of190 municipalities representing 14 million Canadians (almost half of the population) have called on the federal government to ratify. And more and more business voices in Canada are calling for ratification. Even in Alberta, a province whose politics are heavily influenced by the anti-Kyoto fossil fuel lobby, a recent poll
 shows that 72 % of Albertans would like to see the Kyoto Protocol ratified.

Conclusion

The Canadian proposal, advertised as rewarding “global environmental benefits from cleaner energy exports” would not deliver any additional global environmental benefits nor does it support clean, renewable energy sources or energy conservation. On the contrary, it merely inflates Canada emission allowances by another 11.4%, resulting in a net Kyoto target at +14.6% above 1990 (instead of -6% as in Annex B).
Greenpeace calls upon the Canadian government to immediately withdraw their “cleaner energy export" proposal. It is not the time for Canada to reopen the Marrakech Accords and the Kyoto Protocol. It is time for Canada to live up to its international commitments and to ratify Kyoto, joining with the other 96 countries, including the European Union and Japan, Brazil, India and China who have already done so.
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Canada’s Trojan Horse: � “Cleaner Energy Export Credits”


            Greenpeace International, October 23, 2002, COP8, New Delhi
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The Canadian proposal: 








� 70 million tonnes CO2  per year (70 MtCO2e/year) are equivalent to about 19.09 MtC/year.  


� Government of Canada (May, 2002) “Cleaner Energy Exports and Global Environmental Benefits: Canada’s position”, Whistler, Canada, available online under http://unfccc.int/sessions/workshop/070502/cee.pdf 


� These figures do not include any credits that can be acquired or sold under the Kyoto-mechanisms, such as “hot air” (Russian credit surplus) under Art. 17, or “sink CDM” credits under Art. 12. 


� 55.7MtCO2/year are equivalent to 15.2 MtC/year. These sink allowances are calculated as the sum of the 12MtC/year allowance (Appendix Z) for forest management under Art. 3.4 (see page 63 in FCCC/CP/2001/13/Add.1) plus an estimate of 3.2MtC/year for the uncapped agricultural management activities under Art. 3.4.


� Louis-Gilles Francoeur, Gaz à effet de serre per capita - Le ROC devance les États-Unis, �Anderson met les provinces en demeure de respecter leurs engagements de 1997, Le Devoir, Tuesday may 21st 2002, page A1.


� Government of Canada, "Canada's Contribution to Addressing Climate Change": Discussion Paper (2002): http://www.climatechange.gc.ca/english/actions/what_are/canadascontribution/Report051402/englishbook.pdf


� Environment Canada, “Costs of Kyoto – What we Know”, March 4, 2002, p.7


� The US energy-mix that is substituted by Canadian gas exports is claimed to be 30% oil, 30% coal, 26% natural gas, 6% Liquified Natural Gas (LNG), and (only) 8% energy conservation, see Canada’s report “Impacts of Canada’s Cleaner Energy Exports on Global Greenhouse Gas Emissions”, Whistler, B.C., Canada, May, 2002. 


� Tom Olsen, Poll finds 72% in Alberta back Kyoto accord. But 40% don't know details, adds survey ordered by province, The Edmonton Journal, May 29th 2002, A1
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