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Introduction

Background
Canadians are concerned about climate change. Public opinion
polls show that taxpayers across the country consistently rank
the environment as one of the most pressing issues facing our
country and our Government. The most recent report from the
Intergovernmental Panel on Climate Change (IPCC) leaves little
doubt that human activity—in particular burning fossil fuels—
contributes to changing the climate. There is also growing cer-
tainty that climate conditions over the past three decades rep-
resent trends that are not the result of natural fluctuations or
coincidence alone.

Climate change is an issue that effects all orders of govern-
ment, and municipal governments are no exception. They are
in direct or indirect control of over half of Canada’s green-
house-gas emissions1 and their decisions related to public tran-
sit, waste management, building energy performance, and
land-use planning will greatly influence the amount of green-
house-gas emissions each of us produce.

Beyond their role in helping to reduce greenhouse-gas emis-
sions, municipal governments are also first responders in
emergencies, and the owners of billions of dollars worth of
municipal infrastructure. The increasing risk of severe storms,
forest fires and floods means that emergency preparedness
and response systems must be equipped to deal with these
increasingly common events. Furthermore, new infrastructure
must be designed to withstand what will become the new nor-
mal: lengthy heat waves, shifting freeze-thaw cycles, water
scarcity, and extreme precipitation events.

In addition, increasingly frequent and severe heat waves are
already having adverse effects on human health, particularly
among vulnerable groups, such as children and the elderly.
Poor air quality has been linked to an increase in disability
days, emergency room visits, and hospitalization for cardiac
and respiratory disease. The Ontario Medical Association esti-
mates that, in Ontario alone, 17,000 hospital admissions and
60,000 emergency room visits were attributable to air pollu-
tion in 2005.

With more than half of Canada’s total greenhouse-gas emis-
sions under the direct or indirect control of municipal govern-
ment, it is essential that municipal governments be fully
engaged in national clean air and climate change initiatives.
Many of Canada’s cities and communities are already climate
change leaders, having established ambitious targets for green-
house gas emission reductions, implemented municipal by-
laws targeting unnecessary idling, and introduced programs to
encourage residents to conserve water and energy resources.
However, municipal governments are not yet contributing to
their full potential. They remain caught in a fiscal squeeze,
unable to deal with their growing number of responsibilities
and still trying to cope with the burden of a $100-billion infra-
structure deficit.

Opportunities for Canadian Municipalities 
in a Domestic Offset System
Municipal governments are in direct control of approximately
six per cent2 of Canada’s greenhouse gas emissions and over
25 per cent3 of Canada’s methane emissions. When urban plan-
ning and public transportation are taken into account, more
than half of Canada’s greenhouse-gas emissions can be influ-
enced by municipal governments. 

Three primary categories of municipally owned projects can
contribute to reductions in greenhouse gases and air pollu-
tants. These are: (1) landfill gas capture and use; (2) fuel-
switching for municipal fleets; and (3) improvements in energy
efficiency (e.g. for municipal buildings, facilities and other
operations). Specific project categories under the direct control
of municipal governments that could be eligible for credit
under the Offset System include.4

• Landfill gas capture/destruction at landfills owned and oper-
ated by the municipality;

• Demand-side management in municipally owned buildings;
• Retrofit of municipal buildings;
• Energy efficiency improvements in municipal buildings;
• Fuel switching in municipal fleets;
• Replacement of municipal fleet with hybrid or electric vehicles;
• Improved management of municipal solid waste;
• Improvements in management of agricultural waste

(manure management, composting, etc.);
• Improvements in wastewater treatment;
• District heat /district energy projects; and
• Municipal street light upgrades/replacements.

The Municipal Options Report produced by the Government of
Canada in 1999 determined the total potential for landfill gas
capture at 37 sites across Canada to be in the range of 5.4 to
6.7 mega tonnes of carbon dioxide equivalents (MT CO2e)
annually.5 An inventory in 2003 revealed that there were 44
landfill gas systems in Canada, producing a 6.6MT reduction in
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1 According to Canada’s Third National Report on Climate Change: Actions to

Meet Commitments under the United Nations Framework Convention on

Climate Change (2001, pg71), municipalities “could play a role in over half

the national GHG inventory.” The full report can be found online at:

http://unfccc.int/resource/docs/natc/cannce3.pdf 

2 Canada’s Third National Report on Climate Change: Actions to Meet

Commitments under the United Nations Framework Convention on Climate

Change. 2001. http://unfccc.int/resource/docs/natc/cannce3.pdf

3 Mohareb, Adrian, Mostafa Warith and Roberto Narbaitz. 2004. Strategies for
the municipal solid waste sector to assist Canada in meeting its Kyoto Protocol
commitments. National Research Council Press, Ottawa, Canada.

http://er.nrc.ca/. 

4 Global Change Strategies International (Natsource Asset Management Corp).

2006. Design of an Aggregator Program for Sale of Domestic Offset Credits in the
Canadian GHG Market.

5 For more information see Canada’s Third National Report on Climate

Change: Actions to Meet Commitments Under the United Nations

Framework Convention on Climate Change. 2001. 



CO2e. More recently, a 2005 Environment Canada publication
estimates that Canada’s landfill-gas sector has the potential to
reduce emissions by eight to 10 MT CO2e each year.6 Collection
and use of landfill gas by the City of Vancouver alone is expect-
ed to result in emission reductions equivalent to approximately
45,000 automobiles per year.

Municipal governments can also contribute to reductions in air
pollutants, including reductions in nitrogen and sulphur oxides
(NOx and SOx) from fuel switching projects, anti-idling cam-
paigns and increased transit ridership.

GHG Offset System Features: 
Characteristics and Scope

Eligibility Criteria
To ensure a fair and efficient system, offset credits should be
tradable and bankable, and should represent emission reduc-
tions that are not covered by existing federal regulations. It
must also be understood that many municipal projects could
not be completed without the transfer of funds from federal,
provincial and territorial governments. Recognizing this, FCM
recommends that any verifiable reductions in emissions
achieved as a result of Government of Canada infrastructure
programs, including the Gas Tax Transfer and the Building
Canada Fund, be considered surplus to legal requirements and
government incentives and therefore eligible for participation
in the Offset System. Furthermore, in recognition of the
absence of specific climate change objectives for the Green
Municipal Fund (GMF), FCM also recommends that projects
funded through the GMF be considered eligible for participa-
tion in the Offset System.  

Municipal projects that will not be eligible include those under-
taken in response to federal regulations or incentives, as well
as projects funded entirely by federal initiatives. However, proj-
ects funded at least in part by municipal governments should
remain eligible for a portion of the carbon credit. This credit
portion would be roughly equal to the amount funded by the
municipality, provided there is agreement by all parties regard-
ing credit ownership. 

The pooling of reductions from smaller projects through an
aggregator should also be encouraged, primarily because it
would help facilitate participation from smaller municipalities.
An aggregator could assist project proponents in all stages of
the credit-creation process, including project registration,
reporting and verification of reductions, and certification and
issuance. Rural, remote and northern regions in particular
would benefit from the services of an aggregator, as it would
help to reduce administration costs, provide access to profes-
sional services, and protect the municipality from legal action.

Baselines, Start Dates and Business-as-Usual
The project eligibility start date and baseline should be set at
January 1, 2006. All Business as Usual (BAU) scenarios7 should
be reviewed after five years to ensure continuous environmen-
tal improvement, recognizing that projects started before the
BAU is adjusted should remain eligible.

Protocols
The first protocols to be finalized should be those related to
projects with the greatest aggregate potential for greenhouse
gas emission reductions. For municipal governments, the pri-
ority will be to finalize protocols for reducing landfill-gas emis-
sions, followed by projects related to improving the energy effi-
ciency of municipal buildings, facilities and operations, and
fuel-switching initiatives for municipally owned fleets. 

Information Available to the Public
The registry of carbon offset projects should identify the buyer
and the seller, as well as the type of the project for which the
offset was registered. Information related to price should be
withheld.

Advisory Committee
According to the Government of Canada’s June 2007 consulta-
tions, the Offset System will begin before the introduction of
federal greenhouse-gas emission regulations. Its design will be
based on the experience of Canadian pilot projects and project-
based crediting systems in other jurisdiction. 

FCM recommends that: (1) the experience gained from the sale
of carbon offset credits from municipally owned projects be
included as an example of a clear, transparent and efficient
transaction process; (2) a representative of the municipal sec-
tor be included on the Advisory Committee; and (3) municipal
governments with designated authority to regulate air emis-
sions within their respective jurisdictions must be included in
future consultations regarding the trading of air credits and the
establishment of air emission thresholds.

Developing a Federal-Municipal Partnership
The complexity of this issue requires a renewed governance
approach, with strengthened intergovernmental coordination
and clear, committed federal leadership. While Environment
Canada has been designated the lead department on federal
climate change policy, functional responsibility lies with a range
of federal departments, including Natural Resources Canada;
Transport, Infrastructure and Communities; and Health
Canada. This complicated governance structure makes it diffi-
cult for the municipal sector to work effectively with the
Government of Canada and has led to growing frustration on
the part of municipal governments.
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6 Environment Canada. Methane to Markets Partnership, Landfill Subcommittee:
Landfill Gas Management in Canada. 2005.

7 Baseline scenario that examines the consequences of continuing 

current trends. 



To strengthen the federal-municipal partnership, FCM recom-
mends the establishment of a Joint FCM-Environment Canada
Task Force.  The Task Force would identify opportunities where
municipal governments could contribute to national climate
change and clean air initiatives, and would begin by ensuring
municipalities can participate in the proposed offset system.
This Joint Task Force would be struck immediately and would
aim to deliver its recommendations to the Government of
Canada prior to the finalization of new regulations and pro-
grams. Initial announcements would include measures that
would facilitate municipal participation in the domestic Offset
System, including those related to energy efficiency improve-
ments and landfill-gas capture and use. More complex needs,
such as those surrounding land-use planning, would be devel-
oped over a longer timeframe and would involve a more com-
prehensive approach.

Using the issue of climate change as an illustrative example of
the environmental challenges our cities and communities face,
the Joint Task Force will be able to identify programming and
policy needs and provide recommendations on how these
needs can be addressed in the short, medium and long term.
Similarly, municipal governments can begin to develop their
own climate-change action plans, which will be unique to their
community but supportive of a broader, national framework.
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