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” A large part of our efforts will be to engage Islanders directly in reducing carbon emissions and
working to make electricity cheaper. Significantly, we are in this plan committing to providing
Islanders with a Clean Energy Price Incentive and will rebate the provincial portion of HST on the first
block of residential electricity, as well as on lower emitting heat sources, including firewood, pellets
and propane. This is a direct savings of $120 per household each year and provides a clear pricing
signal for cleaner energy.”

(PEI Budget 2018 Address)

Background:

Prince Edward Island is signatory to the Pan Canadian Framework on Clean Growth and Climate Change
(PCF) and is a strong supporter of reducing greenhouse gas emissions. Canada has committed through
the Paris Agreement to reduce Canada’s emissions and requires collaboration from provinces and
territories to meet this goal.
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Understanding the emissions profile is key as provinces
sprcuture and territories address their plans to reduce
greenhouse gases. For Prince Edward Island, our key

1%~ targets for emission reduction are transportation, the
built environment and agriculture. Immediate action
has been taken to aggressively reduce emissions in the
O 6% built environment, through our recently released
e Climate Action Plan 2018-2023. This Action Plan builds
Ezdf;;‘;,?d on our success in emissions reduction through our 2011
Totalsdo ot equal 100 percent due o rounding Energy Accord and corresponds with our recently

released Energy Strategy.

Prince Edward Island is a predominantly rural province. While the national averages shows
approximately 20 percent of Canadians live

in rural areas, in Prince Edward Island 53% Transport asa % of household disposable income 2017

. . . . 20.0
of Islanders live in rural areas. This reality

underpins the dependency on personal 180
vehicles for transportation, where public

. .. 16.0
transport options are limited. Islanders

pay 18% of disposable household income 140 ¢
on transportation, the second highest in
the country. This leaves Islanders
disproportionately vulnerable to increased

12.0 7

100

fuel costs.
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Business in PEl is equally rural. Many of the products going to market from PEI require ground

transportation, as air, rail and ship cargo does not exist. The reality is that the nature of our geography

and economy mean a heavy reliance on vehicle transportation. PEl’s proportion of emissions from

transportation is greater than any other province, with few switching alternatives currently available.

While PEI has relatively clean electricity (approximately 69% non carbon sources), we have aggressively

pursued expansion in wind energy. PEl is a leader in Wind Energy and continues to work towards

increasing renewable
capacity. As
technology evolves
the capacity for
storage, the future of
renewable energy
becomes more viable
as a primary source of
energy. These efforts
and more have
resulted in PEIl getting
one third of the way
to its 2030 GHG
reduction target.

Meeting the Challenge
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In May 2018, the Government of Prince Edward Island released Taking Action: A Climate Change Action
Plan for Prince Edward Island (2018-2023)", which for the first time included a provincial target for
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As a province, PEl has the lowest overall emissions in
Canada and is the 2™ lowest per capita emitter.

emission reduction. This is the first time in the
province’s history that a provincial target has been
officially adopted. This target commits to reducing
PEI’'s emissions by 30% below 2005 levels, mirroring
the national target established by the Pan-Canadian
Framework. The target is ambitious in light of our per
capita emission rate, which is the second lowest in
the country. Our Action Plan includes 32 priority
actions that will help PEI reduce greenhouse gas
emissions and prepare for to a changing climate.
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The Action Plan builds on Prince Edward Island’s already significant efforts to address climate change.
These include:

* Second lowest provincial per capita emissions in Canada and well below the per captia emissions
in the region and about half the national average.

* Highest wind as proportion of energy supply in Canada with 26 percent of electricity provided by

wind.
*  Through wind, hydro, and nuclear, an estimated 69% of PEI electricity is non-carbon based.

* District heating plant is presently heating 120 buildings with plans for expansion to utilize more
combustible waste products therefore further diversion from landfill.

* Diverting the highest proportion of landfill waste in Canada including all organics, thereby
reducing methane production.

* Twenty-nine government buildings converted to biomass heat with a commitment for an
additional 20 more.

* The 2011 Energy Accord (with a relative pricing mechanism) reduced furnace oil from 200M
litres in 2003 to 120M in 2016 thereby eliminating 313,000 tons of CO2e.

* Between 2010 and 2012, Cavendish Farms installed the second largest bio-digester in North
America and has converted from burning heavy oil to cleaner natural gas, reducing emissions by
43,000 tons and avoiding growth of a further 23,000 tons from increased processing.

* Summerside our second largest municipality, has leveraged an even higher wind penetration,
enabling deployment of utility-scale solar and storage along with residential thermal storage
and smart grid.

The Climate Change Action Plan PEI Projected GHG Emissions and Related Reduction Targets
(CCAP) is expected to reduce annual - o
2030 Emissions with no

emissions by up to 202,000 tonnes 0 Climate Change Action

X Plan projects (1,616 kt
by 2030, meeting our target of 30% &% 02 eq)
reduction in emissions from 2005 g0

o
levels (Figure 1). Ten of the 32 L1 ~__
actions included in the plan focus 1400 --------------------------------------------------"/4""-\-"‘-
d . h 2030 Emissions with Climate Change
on reducing greennouse gas = Action Plan projects (1,404 kt CO2 eq)
emissions from buildings, 1000
transportatlon, and government Year
H ~Historical GHG Yearly Emissions = =Target (30% of 2005)

o pe rat lons. ~Reductions With Action Plan Projects = Reductions WITHOUT Action Plan Projects (Reference Case)
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This includes a significant expansion of program and service offerings at efficiencyPEl, expanding the use
of wood heating in public buildings, exploring sustainable transportation opportunities, installing a
network of electric vehicles chargers, and relative pricing. Additional actions focus on expanding forests
and protected land to remove carbon from the atmosphere. Together, these actions, along with future
actions, will ensure PEl meets the 2030 target thereby helping to achieve the goals of the Pan-Canadian
Framework.

Pricing is a central component of the Prince Edward Island’s efforts to address climate change. In
developing our carbon pricing strategy we gave close consideration to our emission profile, our rural
landscape, and what form of price signal would be most effective in nudging consumer behavior. PEI
supports the use of economic levers to accelerate the transition to lower carbon economy; however we
believe the form of the price signal must be customized to reflect the emission profile and the unique
economy of the Island. The Pan Canadian Framework provides flexibility in adopting a form of price
signal and specifically includes consideration of jurisdictional conditions.

PEl is proposing an effective price signal that will nudge large emitters and utilities to move to cleaner
sources of energy. It is also possible to nudge consumer behaviour with such signals, where alternatives
are available at reasonable costs. It should be recognized that PEI has limited alternate energy sources.
Lower emitting fuels available in other jurisdictions, like natural gas, are not an option. We have seen
strong response by Islanders to move to clean energy when there is a combination of price signal and
access to alternative sources.

Prince Edward Island

Furnace Oil Usage & Trend

has a positive history
with price signals. In
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success is evidence that price signaling works, and that a positive price signal is effective in moving
residents to better options.

In 2018, through our Climate Change Action Plan, we introduced aggressive steps to accelerate the
movement to cleaner energy sources. Budget 2018 announced a $10 million Clean Energy Price
Incentive for residential customers, combined with a strong rebate for fuel switching, primarily via
electric heat pumps. This initiative already has triggered a significant response by Islanders to move
their residential heat source from oil to cleaner electricity.
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The evidence clearly shows that positive price signals work, and we believe that for PEI this relative

carbon pricing is a more effective economic lever. We know from history that consumer behavior

around gasoline consumption is not significantly affected until the price increase is extreme, and this

reinforces our belief that negative price signals are not the most effective strategy for this province. PEI

also implemented a 10% rebate on carbon neutral fuels of wood and wood pellets in 2018 to further

encourage the move away from higher emitting energy sources.

In PEI 48% of our emissions come from the transportation sector. While extensive work is underway to

lay the foundation for transformative change in this sector, significant change will not occur until there

is reasonable access to alternative options. Electric vehicles for personal as well as commercial use are

not readily available or affordable. PEIl has a significant export economy and we are without ready

alternatives to bring products to market. Applying carbon pricing as outlined by Canada will only serve

to put increased pressure on
the modest profit margins of
our primary industries.
Without viable alternative
transportation mechanisms
any negative price signal will
serve as a competitive
disadvantage for our
economy, effecting industry
and employment.

PEI has consistently been an
advocate of a regional system
on carbon pricing. Atlantic
Canada has an integrated
economy and our provincial
boundaries are often invisible
to our economy. We have a
long pattern of historic
comparability in fuel prices
within the region and every
effort should be undertaken
to maintain this. If compliance
with the federal requirements
drives distortions in this
historic comparability it will
serve to undermine the
objectives set out in the PCF
for a national comparable
pricing system and open the
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door to carbon leakage between our provinces.

Provinces have the flexibility to set their own course in many areas outlined in Section 92 of the
Constitution that includes the taxation of carbon emitting fuels. The evolution of the various provincial
tax policies has resulted in provinces having various levels of tax per unit of fuel being applied in various
taxation regimes. The proposal by Canada to implement carbon pricing on a fully incremental basis will
ignore the reality where some provinces, including PEl, currently levy provincial tax (an effective carbon
price) on fuels that exceeds the level in provinces that levy an explicit carbon price.

Hesting O Price Components Heting Ol Atlantic Canada has long been applying a more
common uholesdePice -S43 Prov Carbon Tax Equivalents .
aggressive fuel tax, as well as a HST on carbon fuels
contrary to provinces outside our region. Our
analysis shows PEI currently has approximately 10.9
cents per litre (cpl) of carbon pricing in a litre of

o gasoline and 17.9 cpl in a litre of diesel. This price on

Taleny

carbon amounts to some $33 million in carbon pricing,
— far exceeding what is currently proposed under a
$20/t commitment for 2019.

The introduction of the Clean Energy Price Incentive
wl. has effectively addressed the carbon pricing for

" heating oil. Canada’s current resistance to

, g w w s w @  acknowledging this factor presents challenges the
Cent et 5 per tomne of 02 Eissons

equitableness of a national program and denies

provinces like PEI the flexibility to develop carbon
pricing policies that recognizes existing policies.

We submit that Canada should consider our Climate Change Action Plan, and specifically our relative
carbon pricing signal for consumers, i.e. 10% Clean Energy Price Incentive plus the existing carbon price
embedded in existing fuel taxes, totaling $44 million in carbon pricing signals, as a legitimate economic
lever for this jurisdiction.

We look forward to engaging on this plan with you further, collaborating on initiatives that meet our
emissions targets, and ensuring sustained clean growth for Prince Edward Island, Atlantic Canada, and
our country.
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The submission includes the following appendices:
1) PEI Climate Action Plan:

https://www.princeedwardisland.ca/sites/default/files/publications/climatechange2018 f8.pdf

2) Revised Annex 3 and 4 of the Climate Action Plan showing the total of actions meeting the target that
was prepared on 18 July. Attached below.

3) Budget Flyer re 10% price cut:
https://www.princeedwardisland.ca/sites/default/files/publications/2018-budget-islanders.pdf

4) Table A11-2: 1990 - 2016 GHG Emission Summary for Prince Edward Island
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https://www.princeedwardisland.ca/sites/default/files/publications/climatechange2018_f8.pdf
https://www.princeedwardisland.ca/sites/default/files/publications/2018-budget-islanders.pdf

Appendix 2: Prince Edward Island’s projected GHG emissions and related reduction targets resulting
from the implementation of the Climate Change Action Plan.

Estimated GHG Emission Reductions

This table provides estimated annual GHG emission reductions and removals that will be achieved in 2030 by this five-year Action Plan.
Future measures bayond the life of ths Man are expected to reduce GHG emissions further,

Estimated Annual Emission
Description Reductions or Removals in

2030 (tonnes CO: eq)

Energy Efficiency #9 uptake of efficiencyPEl's home and business 140,000
energy efficiency programs
Efficient o adoption of land use planning policies that 18D
Communities encourage compact development and co-
location of people and service centres
Sustainable m implementation of new sustainable 8D
Transportation transportation options
Electric Vehicles n2&n4 expanded electric vehicle charging 20,000
infrastructure and promote the adoption of
electric vehicles
Biomass Heating n3 installation of 20 biomass heating systems in 20,000
government buildings
Greening s reduced energy use in provincial government 12,000
Government facilities through efficiencyPEl
Carbon Pricing #16 an economic tool whereby a relative financial price TBD'

is apphed to the use of fueks that contain carbon

Forest Planting £17 establish new forests on abandoned and 10,000
marginal agricultural land

ALUS and FEP #19 Increase support for these programs to 18D
expand carbon sequestration opportunities

TOTAL 202,000
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Appendix 4:

Table A11-2: 1990-2016 GHG Emission Summary for Princs Edward lsiand

EnergyAccord
CCAP 2005102016  Enery Accord
Gresnhouss Gas Categories 1990 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Percent Tonnes  Percentage Tonnss
K CO; eq
TOTAL 1903 2003 1532 1385 1889 1875 1530 2137 2028 1714 1708 1704 1813 -10% 190 -15% 324
ENERGY 1430 1449 1407 163 1410 1413 1481 1885 18554 1288 1222 125 1283 -12% 167 -24% 403
a Staticrary Combuction Sourcec T8 15 &7 L-1e4 31 25 851 728 73 &7 442 325 E2rd -40% 243 0% L
Fubikc Bectricity and Heat Procuction 102 s 3 4 4 B 2 1 1" 4 4 14 15 207% (10) 1091% -13
Miring and Upstream Ol and Gas Production oes x x x ¥ x x x x x ¥ - =
Manufschuring industries S5 145 154 179 185 32 w2 143 189 116 7 83 w -47% 68 ~46% 65
Conztruction 1" x x X X x x x x x X 2 3
Commercial and Institusonsi 153 1e E:] 74 63 51 47 85 73 74 0 55 23 -81% 97 -73% 63
Residensal 389 n 305 33 3 410 381 455 380 a8 288 241 282 -22% 69 ~A7% 213
Agricuture and Forestry 19 24 2 13 2 13 30 2 ” 2 12 10 1 -53% 13 £53% 13
L% Trancport’ 92 225 &0 818 e 788 830 980 &1 743 e B3 8 9% (76) -5% 43
Domestic Avistion 8 14 15 15 17 7 18 17 RE] 20 12 12 20 43% (6) 20% -3
Road Tranzportation 452 516 00 805 534 s82 610 £54 74 se0 B 05 540 4% 25) 8% 4
Light-Duty Guncline Vebicles - 240 peTl b x%r ns s ot = 1% -3 193 208 -15% 37 -15% 3
Ligtt-Duty Grencine Trucks -3 4 F--3 -4 %0 218 us = =5 219 25 2 43 8% {19) 3% 9
Heswop-Luty Gecine Vehices &0 4 4 P 41 w & “ - a 0 ) 44 -5% 2 -4% 2
Nty 0% cos 1 1 1 2 2 2 2 1 1 1 2 T0% in -T% 1}
Lght-Dusy Dissel Vaticex 1 2 2 2 2 2 2 3 3 2 2 s 3 S4% (1) -T% 1]
Ligtt-Duty Dianel Trucks 048 ase L] arz %0 ors o8 ors (] 0so o 1 1 42% (0) 65% -1
Hesvy-Duty Dianel Veicien o 102 o ' ) m ns 154 1 e 198 149 45 42% 43) 5% 39
Fropens wed Neturel G Vehicles - - - - - - - - - - - - -
Falways - - - - - - - - - - - -
Oomestic Navigation 81 8s o &3 2 73 95 128 x 63 - 19 1= 61% (54) 13% -16
Other Tranzportasion 143 116 108 107 T s 07 121 x 28 «° 103 107 -3% 9 -12% 14
Oft-flowd Agricdtse & Foresry & 48 «© a0 ] 45 “ 51 a EY] % a2 = -24% 12 -28% 14
Of-Rowd Commercsd & It siond 4 ®* » ”® ] 10 w0 1" ) ® » ® 5 -14% 1 -31% 3
©f-Roud Meritecticng, Mg & Com 14 " “ “ 2 ” 15 13 15 B “ v = 63% {10) 0% -7
Oft-Rows Hesidertsd aes x x x * € * x e x x x *
Of-Roed Otter Trarmgorieton e u * w ) = = - L b 28 2 st -16% 6 -10% 3
o Fugltive Sourcec .00 e.00 000 oo 0.00 0.00 0.00 0.00 ©.00 o000 020 000 om0 -35% ] -20% o
Of and Notury Gas =1 1} opo acc aoo a.m 0.00 0.00 .00 0.00 opo acc ooe 000 -35% ] -20% 0
d and - - - - - - - - - - - - -
INDUSTRIAL PROCESSES AND PRODUCT USE L] 25 F E) £l 4 3 42 42 42 44 48 51 103% (26) 20%
a Mineral Products 0.24 081 1 o0e2 087 0.45 088 o.es o83 0Ts 0Ts 078 -19% o 28%
Minecd Products Use 04 oat ass 1 os0 o9 o 05 s 083 ars ors o -19% ] 28%
a and of - 0 21 2 z 0 3% k-] EE] EL) 41 a2 48 135% 27 24%
[ s Non-Energy Procuots from Fueic and Soive x x x ¥ x x x x x x ¥ ¥ x
3 Other Produot Manutsoture and Uce o83 2 1 1 1 1 038 1 1 1 1 1 1 -14% 0 29%
AGRICULTURE 30 440 412 e 388 24 31 332 58 12 188 386 408 -7% 32 2%
a Enterio Fermentaticn 1% 124 135 134 123 "3 11 10 m 111 10 12 108 -19% 26 -2%
b Manure Management B 6 s 4 = <3 43 a2 — S - 43 40 -29% 1€ -9%
o Agriouttural Solic w7 245 216 152 1w 1. 74 e 188 166 213 197 267 5% (12) 48%
Dt Sources 142 w4 s 151 150 11 us 147 1«7 13 e 185 217 5% (13) 4T
dvect Souwces s 4 » 1 2 ] = - w2 2 “u Ll 40 2% 1 a3
d. Fleld Burning of Agricuttural Reciduec oo 0 a1 a1s a.13 0.3 014 0.13 a1s 0.6 a1s 018 018 -18% o 35%
e. Ursa n and Other Carbon 5 = [3 8 13 4 3 ] 2 2 2 3 3 -38% 2 8%
WASTE 28 39 ] 4 82 8 78 7 7 7% 7 73 71 -20% 18 %
a Sclid Wacte Dicpocal 68 66 a4 82 53 53 57 55 = Lx ] 2 s1 0 -25% 16 -11%
b Elologioal Treatment of 308d Wacts - B s s B 4 2 4 3 3 3 3 4 2% 1 -2%
o and 7 E 3 L ] E 3 3 3 s 3 B 2 2% 0) 2%
d Insineration and Open Burning of Wacts 11 E 3 B 2 B 3 3 3 E 3 E 2 -1% 0 2%
Notes:

1. Emizzions from ethanc! and biodieze] are Inchuded n the Transport categortes wzing gasoine and diesel respectivesy.

2 from Nitric Acid Prock

and Petrochemical Froduction and Carbon Biack cxtegories are ncuded in Non-Energy Products fom Fuels and Soivent Usze az CO; eg values within provincialtermiorial tabies.
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