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NOTICE TO USERS

The Gazette officielle du Québec is the means by which the
Québec Government makes its decisions official. It is
published in two separate editions under the authority of the
Act respecting the Centre de services partagés du Québec
(R.S.Q., c. C-8.1.1) and the Regulation respecting the
Gazette officielle du Québec (Order in Council 1259-97
dated 24 September 1997), amended by the Regulation to
amend the Regulation respecting the Gazette officielle du
Québec (Order in Council 264-2004 dated 24 March 2004
(2004, G.0O. 2, 1176). Partie 1, entitled “Avis juridiques”, is
published at least every Saturday. If a Saturday is a legal
holiday, the Official Publisher is authorized to publish it on
the preceding day or on the following Monday. Partie 2,
entitled “Lois et réglements”, and the English edition, Part
2 “Laws and Regulations”, are published at least every
Wednesday. If a Wednesday is a legal holiday, the Official
Publisher is authorized to publish them on the preceding
day or on the Thursday following such holiday.

Part 2 — LAWS AND REGULATIONS
Internet

The Gazette officielle du Québec Part 2 will be available on
the Internet at noon each Wednesday at the following address:

www.publicationsduquebec.gouv.qc.ca
Contents
Part 2 contains:

(1) Acts assented to, before their publication in the annual
collection of statutes;

(2) proclamations of Acts;

(3) regulations made by the Government, a minister or a
group of ministers and of Government agencies and semi-
public agencies described by the Charter of the French
language (R.S.Q., c. C-11), which before coming into force
must be approved by the Government, a minister or a group
of ministers;

(4) decisions of the Conseil du trésor and ministers’ orders
whose publications in the Gazette officielle du Québec is
required by law or by the Government;

(5) regulations and rules made by a Government agency
which do no require approval by the Government, a minister
or a group of ministers to come into force, but whose
publication in the Gazette officielle du Québec is required
by law;

(6) rules of practice made by judicial courts and quasi-
judicial tribunals;

(7) drafts of the texts mentioned in paragraph 3 whose
publication in the Gazette officielle du Québec is required by
law before their adoption or approval by the Government.

French edition

In addition to the documents referred to in paragraphs 1 to 7
above, the French version of the Gazette officielle du Québec
contains the orders in council of the Government.

Rates”

1. Annual subscription:
Printed version Internet

Partie 1 “Avis juridiques”™: $189 $166
Partie 2 “Lois et réglements”: $258 $223
Part 2 “Laws and Regulations™: $258 $223

2. Acquisition of a printed issue of the Gazette officielle du
Québec: $9.72 per copy.

3. Downloading of documents from the Internet version of
the Gazette officielle du Québec Part 2: $6.87.

4. Publication of a notice in Partie 1: $1.31 per agate line.

5. Publication of a notice in Part 2: $0.87 per agate line. A
minimum rate of $190 is applied, however, in the case of a
publication of fewer than 220 agate lines.

* Taxes not included.
General conditions

The Division of the Gazette officielle du Québec must receive
manuscripts, at the latest, by 11:00 a.m. on the Monday
preceding the week of publication. Requests received
after that time will appear in the following edition. All
requests must be accompanied by a signed manuscript.
In addition, the electronic version of each notice to be
published must be provided by e-mail, to the following
address: gazette.officielle@cspq.gouv.qc.ca

For information concerning the publication of notices, please
call:

Gazette officielle du Québec

1000, route de I’Eglise, bureau 500

Québec (Québec) G1V 3V9

Telephone: 418 644-7794

Fax: 418 644-7813
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Subscriptions
Internet: www.publicationsduquebec.gouv.qgc.ca
Printed:
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Coming into force of Acts

Gouvernement du Québec

0O.C. 1296-2011, 14 December 2011

An Act to amend the Environment Quality Act
and other legislative provisions in relation

to climate change

— Coming into force of certain provisions

of the Act

(2009, c. 33)

COMING INTO FORCE of certain provisions of the Act
to amend the Environment Quality Act and other
legislative provisions in relation to climate change

WHEREAS the Act to amend the Environment Quality
Act and other legislative provisions in relation to climate
change (2009, c. 33) was assented to on 19 June 2009;

WHEREAS section 10 of the Act provides that the
provisions of the Act come into force on the date or
dates to be set by the Government, except sections 46.1
to 46.4 and section 46.18 of the Environment Quality Act
(R.S.Q., c. Q-2), enacted by section 1, and sections 3 to
5, 7, 8 and 9, which come into force on 19 June 2009;

WHEREAS it is expedient to set 14 December 2011 as
the date of coming into force of sections 46.5 to 46.17 of
the Environment Quality Act, enacted by section 1 of the
Act to amend the Environment Quality Act and other
legislative provisions in relation to climate change, and
sections 2 and 6 of that Act;

IT IS ORDERED, therefore, on the recommendation of
the Minister of Sustainable Development, Environment
and Parks:

THAT 14 December 2011 be set as the date of coming
into force of sections 46.5 to 46.17 of the Environment
Quality Act, enacted by section 1 of the Act to amend
the Environment Quality Act and other legislative pro-
visions in relation to climate change (2009, c. 33), and
sections 2 and 6 of that Act.

1821
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Regulations and other Acts

Gouvernement du Québec

0O.C. 1297-2011, 14 December 2011

Environment Quality Act

(R.S.Q., c. Q-2)

Cap-and-trade system for greenhouse gas
emission allowances

Regulation respecting a cap-and-trade system for
greenhouse gas emission allowances

WHEREAS, under subparagraphs b, ¢, d, e.1, hand h.1
of the first paragraph of section 31 and sections 46.1,
46.5, 46.6, 46.8 t0 46.16 and 115.34 of the Environment
Quality Act (R.S.Q., c. Q-2), the Government may make
regulations on the matters set forth therein;

WHEREAS, in accordance with sections 10 and 11 of
the Regulations Act (R.S.Q., c. R-18.1) and section 124
of the Environment Quality Act, a draft of the Regula-
tion respecting a cap-and-trade system for greenhouse
gas emission allowances was published in Part 2 of the
Gazette officielle du Québec of 7 July 2011 with a notice
that it could be made by the Government on the expiry
of 60 days following that publication;

WHEREAS it is expedient to make the Regulation with
amendments;

IT 1S ORDERED, therefore, on the recommendation of
the Minister of Sustainable Development, Environment
and Parks:

THAT the Regulation respecting a cap-and-trade system
for greenhouse gas emission allowances, attached to this
Order in Council, be made.

GILLES PAQUIN,
Clerk of the Conseil exécutif
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Regulation respecting a cap-and-trade system for greenhouse gas
emission allowances

Environment Quality Act
(R.S.Q., c. Q-2, s. 31, 1st par., subpars. b, c, d, e.1, h and h.1, ss. 46.1,
46.5, 46.6, 46.8 to 46.16 and 115.34.)

TITLE I
GENERAL

CHAPTERI
SCOPE, APPLICATION AND INTERPRETATION

1.

The purpose of this Regulation is to set rules for the operation of
the cap-and-trade system for greenhouse gas emission allowances
established pursuant to section 46.5 of the Environment Quality Act
(R.S.Q., c. Q-2). For that purpose, it determines which emitters are
required to cover their emissions, the terms and conditions for
registering for the system, the emission allowances that can be
validly used, the terms and conditions for the issue, use and trading
of emission allowances, and the information that must be provided
by emitters and other participants in the system.

For the purposes of this Regulation, an emitter is any person or
municipality operating an enterprise in a sector of activity listed in
Appendix A and reporting for an establishment or, if applicable, for
the enterprise, in accordance with the Regulation respecting
mandatory reporting of certain emissions of contaminants into the
atmosphere (c. Q-2, r. 15), annual greenhouse gas emissions in a
quantity equal to or greater than 25,000 metric tonnes CO.
equivalent, excluding

(1)  CO; emissions attributable to the combustion or fermentation
of biomass and biomass fuels;

(2) CH4 emissions attributable to coal storage, and referred to in
part QC.5.3 of Schedule A.2 to the Regulation respecting
mandatory reporting of certain emissions of contaminants into the
atmosphere;
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(8) CO; CHs and Ny;O emissions attributable to mobile
equipment on the site of an establishment, referred to in part QC.27
of the Schedule mentioned in subparagraph 2;

(4) until 1 January 2015, CH4 emissions attributable to the
operations of a petroleum refinery, referred to in parts QC.9.3.6,
QC.9.39 and QC.9.3.12 of the Schedule mentioned in
subparagraph 2;

(5)  until 1 January 2015, CH4 and N,O emissions attributable to
anaerobic wastewater treatment, referred to in the Schedule
mentioned in subparagraph 2, either in part QC.9.3.7 in the case of
a petroleum refinery, part QC.10.2.7 in the case of a pulp and paper
mill, or part QC.12.3.7 in the case of the production of
petrochemical products;

(6) until 1 January 2015, the CO,, CHs and N,O emissions
attributable to the transportation and distribution of natural gas,
referred to in parts QC.29.3.1, QC.29.3.2, QC.29.3.7, QC.29.3.8
and QC.29.3.9 of the Schedule mentioned in subparagraph 2.

A person or municipality operating an enterprise is also considered
to be an emitter if the person or municipality

(1)  acquires electricity generated outside Québec, except
electricity produced in a territory under the responsibility of a
government other than that of Québec with which an agreement
has been entered into under section 46.14 of the Environment
Quality Act (R.S.Q., c. Q-2), for its own consumption or for sale in
Québec, if the greenhouse gas emissions attributable to the
generation of the quantity of electricity acquired, calculated in
accordance with the Regulation respecting mandatory reporting of
certain emissions of contaminants into the atmosphere, are equal to
or exceed 25,000 metric tonnes CO; equivalent;

(2) distributes fuel and is contemplated by section 85.33 of the
Act respecting the Régie de I'énergie (R.S.Q., ¢c. R-6.01), and if the
greenhouse gas emissions attributable to the combustion or use of
the fuel distributed, calculated in accordance with the Regulation
respecting the annual duty payable to the Green Fund (c. R-6.01, r.
6), are equal to or exceed 25,000 metric tonnes CO, equivalent.
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For the purposes of subparagraph 2 of the second paragraph, “fuel”
means gasoline, diesel fuel, propane, natural gas and heating oil,
except

(1)  aviation fuel and marine bunker fuel;

(2) hydrocarbons used as raw material by industries that
transform  hydrocarbon  molecules through chemical or
petrochemical processes;

(3) the biomass and biomass fuel component of such fuel;

(4)  fuel for which an emitter referred to in the first paragraph of
section 2 is required to cover its emissions pursuant to section 19.

For the purposes of this Regulation,

(1)  “biomass fuel” means any fuel whose entire energy-
generating capacity is derived from biomass;

(2) “biomass” means a non-fossilized plant or part of a plant, an
animal carcass or part of an animal, manure, liquid manure, a
micro-organism and any other product derived from such matters;

(3) “emissions report” means a greenhouse gas emissions
report made in accordance with Division 1l.1 of the Regulation
respecting mandatory reporting of certain emissions of
contaminants into the atmosphere (c. Q-2, r. 15);

(4) “compliance deadline” means the deadline referred to in the
first paragraph of section 20 for covering greenhouse gas
emissions in a compliance period;

(5) “emission allowance” means any emission allowance
referred to in the second paragraph of section 46.6 of the
Environment Quality Act (R.S.Q., c. Q-2), namely a greenhouse gas
emission unit, offset credit or early reduction credit, and any
emission allowance issued by a government other than the
Government of Québec with which an agreement has been entered
into in accordance with section 46.14 of that Act, each allowance
having a value corresponding to one metric ton of greenhouse
gas CO; equivalent;
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(6) “reported emissions” means the greenhouse gas emissions
reported in accordance with the Regulation respecting mandatory
reporting of certain emissions of contaminants into the atmosphere
(c. Q-2, r. 15) but that do not need to be verified pursuant to that
Regulation or, where applicable, reported in accordance with the
Regulation respecting the annual duty payable to the Green Fund
(c. R-6.01, r. 6), in metric tonnes CO, equivalent;

(7)  “verified emissions” means the greenhouse gas emissions
mentioned in a verification report in accordance with the Regulation
respecting mandatory reporting of certain emissions of
contaminants into the atmosphere (c. Q-2, r. 15), in metric tonnes
CO; equivalent;

(8) “related entity” means any person or municipality having a
business relationship with another person or municipality within the
meaning of subparagraph 1 of the second paragraph of section 9;

(9)  “covered establishment” means an establishment referred to
in the first paragraph of section 2 or an enterprise referred to in the
second paragraph of that section for which the emitter is required to
cover greenhouse gas emissions in accordance with Chapter Il of
Title II;

(10) “greenhouse gas” or “GHG” means one or more of the gases
listed in the second paragraph of section 46.1 of the Environment
Quality Act, namely carbon dioxide (COz), methane (CHy,), nitrous
oxide (N20), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs)
and sulphur hexafluoruride (SFg), as well as nitrogen trifluoride
(NFs3);

(11) “new facility” means either

(@) a combination of apparatus and equipment intended for a
specific purpose, installed on or after 1 January 2012 on the site of
a covered establishment to pursue the same type of activity, to
which GHS emissions in one of the following quantities are
attributable:

(i) a quantity equal to or exceeding 25 000 metric tonnes CO;
equivalent;

(ii) a quantity representing over 15% of the average annual
emissions of the establishment for the period 2007-2010; or
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(b)  part of all of the combination of apparatus and equipment
intended for a specific purpose at a covered establishment that is
modified on or after 1 January 2012 with the result that the
establishment pursues a type of activity referred to in Table B of
Part | of Schedule C or any other type of activity that it did not
previously pursue;

(12) “compliance periods” means any period for which an emitter
is required to cover its greenhouse gas emissions, the first period
starting on 1 January 2013 and ending on 31 December 2014, and
the following periods are of 3 calendar years as of 1 January 2015;

(13) “emissions threshold” means the level of greenhouse gas
emissions determined in section 2;

(14) “system” means the cap-and-trade system for greenhouse
gas emission allowances;

(15) “reference unit” means a standard unit of measurement for a
raw material used to pursue an activity or for a product resulting
from an activity of an emitter, referred to in Table B of Part | of
Schedule C.

CHAPTERIII
INFORMATION AND DOCUMENTS

4,

Every person or municipality to which the provisions of this
Regulation apply must keep a copy of all the information and
documents that must be filed under this Regulation or relating to
any transaction within the system for a minimum period of 7 years
starting on the date on which they are produced.

Documents and information relating to a project involving early
reduction credits referred to in Chapter Il of Title Il must be kept
for a minimum period of 7 years starting on the date on which the
application for credits was forwarded to the Minister.

In addition, in the case of a designation or delegation made in
accordance with section 10 or section 12, a copy of the information
and documents relating to the designation or delegation must be
kept for the entire period of the designation or delegation of the
person concerned and for a minimum period of 7 years following
the end of that period.



Part 2

GAZETTE OFFICIELLE DU QUEBEC, December 16, 2011, Vol. 143, No. 50B

3661B

Documents and information referred to in this section must also be
provided to the Minister on request.

Every person or municipality required to provide information or a
document to the Minister under this Regulation must do so
electronically using the forms available on the website of the
Ministére du Développement durable, de I'Environnement et des
Parcs at http://www.mddep.gouv.qgc.ca .

TITLE I

CAP-AND-TRADE SYSTEM FOR GREENHOUSE GAS EMISSION

ALLOWANCES

CHAPTERI
ADMINISTRATIVE ACCOUNTS

6.

For system administration purposes, the Minister keeps the
following accounts:

(1)  an allocation account, containing the emission units created
on the basis of the caps established in accordance with section
46.7 of the Environment Quality Act (R.S.Q., c. Q-2);

(2)  an auction account, containing the emission units to be sold
at auction;

(83) a reserve account, containing reserve emission units, along
with any other emission allowance that must be recorded in the
account in accordance with this Regulation, is intended for sale by
mutual agreement by the Minister, or is used to adjust the quantity
of emission units allocated without charge;

(4) a retirement account, in which emission allowances retired
from the system are recorded in accordance with this Regulation.

CHAPTERIII
REGISTRATION OF EMITTERS AND PARTICIPANTS

7.

Every emitter to which this Regulation applies must register for the
system by providing the Minister with the following information and
documents:
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(1) the name and contact information for the enterprise and each
establishment covered, along with a list of the directors and officers
including their home address;

(2) the business number assigned to the emitter pursuant to the
Act respecting the legal publicity of enterprises (R.S.Q., c. P-44.1),
along with the identification number assigned under the National
Pollutant Release Inventory of the Government of Canada, if any;

(3) the type of establishment operated, the activities pursued, the
processes and equipment used and, if applicable, the 6-digit code
under the North American Industry Classification System (NAICS
Canada);

(4) the total quantity of reported emissions and verified emissions
for each covered establishment, for each of the 5 years preceding
the application for registration, if the information is available;

(5) the name and contact information of the person responsible
for the GHG emissions report for each covered establishment;

(6) a list of the subsidiaries or parent legal persons of the emitter,
with the names and home addresses of their directors and officers;

(7) a list of the persons controlling over 10% of the voting rights
attached to all the outstanding voting securities of the emitter.

An application for registration for the system must be sent to the
Minister

(1) on or after 1 May 2012 but not later than 1 September 2012, in
the case of an emitter other than an emitter referred to in
subparagraph 2 of this paragraph whose reported emissions for
2009, 2010 or 2011 for an establishment are equal to or exceed the
emissions threshold;

(2) on or after 1 May 2012 but not later than 1 September 2014, in
the case of an emitter pursuing fuel distribution activities whose
reported emissions for 2012 or 2013 are equal to or exceed the
emissions threshold prior to 1 January 2014;
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(3) not later than 1 September following the submission of the first
emissions report reporting emissions equal to or exceeding the
threshold, in the case of an emitter referred to in subparagraph 1 or
2 of this paragraph whose verified emissions for an establishment
are equal to or exceed the emissions threshold during a year
following the years mentioned in those subparagraphs.

Every person, other than an emitter, interested in purchasing
emission allowances must apply to the Minister for registration for
the system as a participant, providing the following information:

(1) the person’s name and contact information;
(2) inthe case of an enterprise:

(a) the type of activities pursued and, if applicable, the 6-
digit code under the North American Industry Classification
System (NAICS Canada);

(b)  the business number assigned to it under the Act
respecting the legal publicity of enterprises (R.S.Q., c. P-
44.1);

(c) alist of its directors and officers, including their home
addresses;

(d) a list of its subsidiaries or parent legal persons, with
the names and home addresses of their directors and
officers;

(e) alist of the persons controlling over 10% of the voting
rights attached to all the outstanding voting securities of the
participant;

(3) in the case of a natural person, the person’s social insurance
number and date of birth, along with a copy of an identity document
issued by a government or a government department or body
showing the person’s name and date of birth;

(4) if the application is made by a natural person, a declaration
signed by the person, or if the application is made by an enterprise,
a declaration signed by its chief officer, including an undertaking to
comply with the conditions of this Regulation.
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An application for registration in the system pursuant to this section
may be submitted to the Minister on or after 1 May 2012.

Every emitter or participant that submits an application for
registration to the Minister must also disclose any business
relationship with another registered emitter or participant,
hereinafter referred to as a “related entity”, by providing the
following information:

(1) the name, contact information and system identification
number of any other emitter or participant that is a related entity;

(2) the type of business relationship between the related entities
and their respective status, such as parent legal person, subsidiary,
group, partner or other, along with a brief description of the
business relationship;

(3) where applicable, the percentage share of the overall holding
limit and of the overall purchasing limit at an auction that is
attributed to each related entity in the distributions made,
respectively, in accordance with section 33 and the third paragraph
of section 50.

For the purposes of this section,

(1) “business relationship” means any direct or indirect
relationship between several different emitters or participants when
one of them

(@& holds more than 20% of the securities of another
emitter or participant or holds a call provision or call option
for such securities;

(b)  shares more than 20% of its officers or directors with
another emitter or participant, or may appoint up to 20% of
its officers or directors;

(¢)  holds more than 20% of the voting rights in another
emitter or participant;

(d)  controls over 20% of the business of another emitter
or participant by any means; or
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10.

(e) belongs to the same group as another emitter or
participant;

(2)  “subsidiary” means a person controlled by another person or
by persons controlled by that other person; the subsidiary of a
person that is, itself, the subsidiary of another person is deemed to
be a subsidiary of that other person;

(3) “group” means 2 or more persons when
(a) oneis a subsidiary of the other;
(b)  all the persons are subsidiaries of the same person; or
(c) they are all controlled by the same person;

(4) “control” means a person that, with regard to another person,

(@) owns or has control or direction, whether direct or
indirect, over securities of the other person or company
carrying votes which, if exercised, would entitle the person to
elect a majority of the directors of the other person, unless
the person holds the voting securities only to secure an
obligation;

(b) in the case of a partnership other than a limited
partnership, holds more than 50% of the interests of the
partnership; or

(c) in the case of a limited partnership, is the general
partner.

In addition to the information listed in sections 7 to 9, an emitter or a
participant that is not a natural person must also provide the
Minister with a designation authorizing a single natural person to
act as its account representative and perform any transaction within
the system on its behalf.

In the designation, the emitter or participant must also authorize
another single natural person to act as alternate account
representative in lieu of the account representative.
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11.

The designation must include

(1)  the name and contact information of the emitter or participant
and of its chief officer;

(2) the name and contact information of the account
representative and alternate account representative, including their
home address, social insurance number and date of birth, along
with a copy of an identity document issued by a government or a
government department or body showing the person’s name and
date of birth;

(3) a statement of the chief officer or a resolution of the board of
directors of the emitter or participant attesting that the account
representative and alternate account representative are duly
authorized to act on behalf of the emitter or participant for the
purposes of this Regulation; and

(4) the declaration provided for in Part | of Appendix B, signed
by the account representative and the alternate account
representative.

All representations, acts, errors or omissions made by the account
representative and alternate account representative in the
performance of their duties are deemed to be made by the emitter
or participant.

The authorization of the account representative and alternate
account representative terminates at the end of the day following
the day on which the Minister receives a new designation from the
emitter or participant, or when all the accounts of the emitter or
participant are closed.

For the purposes of this Regulation and unless otherwise indicated
by the context, the provisions concerning an account representative
apply, with the necessary modifications, to an alternate account
representative.

When an application for registration meets the requirements of this
Regulation, the Minister assigns an identification number to the
emitter or participant.
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12

The Minister opens a general account under the identification
number of the emitter or participant, in which the emission
allowances that may be traded are recorded.

The Minister also opens a compliance account under the
identification number of the emitter, in which must be recorded the
emission allowances used to cover the GHG emissions of its
covered establishments at the end of a compliance period.

An account representative may delegate to one or more natural
persons the task of entering electronic operations in the system.

The delegation to an electronic submission agent is effected by
sending the Minister a notice of delegation including

(1)  the name and contact information of the emitter or participant
represented by the account representative, along with its
identification number and account numbers;

(2) the name and contact information of the account
representative;

(8) the name and contact information of the electronic
submission agent, including the agent’s home address;

(4) a list of the system operations which the electronic
submission agent is authorized to complete; and

(5) the declaration provided for in Part Il of Appendix B, signed
by the account representative.

All acts, errors or omissions made by the electronic submission
agent in the performance of the agent’s duties are deemed to be
made by the account representative and by the emitter or
participant.

The authorization of the electronic submission agent ends at the
end of the day on which the Minister receives a new notice of
delegation from the account representative, when the account
representative who made the delegation is replaced, or when the
accounts of the emitter or participant are closed.
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13.

14.

15.

The emitter or participant must notify the Minister of any change in
the information provided pursuant to sections 7 to 10 within 30
days.

The same applies to the account representative with respect to
information provided pursuant to section 12.

Despite the first paragraph, when an emitter or a participant wants
to register as a bidder at an auction, any change in a business
relationship referred to in section 9 of the emitter or participant must
be notified to the Minister at least 60 days before the date of the
auction.

A participant may ask the Minister to close the participant’s general
account and strike out the participant’s registration by providing

(1)  the participant’s name and contact information;

(2) the participant’s identification number and general account
number;

(8) a transaction notice under the first paragraph of section 25
for all the emission allowances recorded in the general account;
and

(4) the participant’s signature or, if the participant is not a natural
person, the signature of its chief officer, along with the date of the
application.

An emitter may ask the Minister to close the emitter's compliance
account and transfer the emission allowances recorded in it to the
emitter's general account

(1) if the emitter has not been required to cover the GHG
emissions of any of its establishments pursuant to section 19 for
over 5 years;

(2) if the covered establishment is no longer operated by the
emitter, the emitter operates no other covered establishments, and
the emitter meets the conditions of section 17; or

(3) if the emitter is closing a covered establishment, operates no
other covered establishments and meets the conditions of section
18.
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16.

17.

18.

The emitter then becomes a participant for the purposes of this
Regulation.

When a participant’s general account has been inactive for at least
6 years and contains no emission allowances, the Minister notifies
the participant of the situation and of the fact that the Minister may,
after 30 days, close the account and terminate the participant’s
registration if no emission allowance is placed in the account during
that period or if the participant provides no valid reason for
maintaining the account.

When the operator of a covered establishment changes during a
year, the emitter who previously operated the establishment must
so notify the Minister as soon as possible.

The new operator becomes an emitter to which this Regulation
applies and must, within 30 days of the change of operator, register
for the system in accordance with this Chapter.

An emitter that is closing a covered establishment must, within 45
days of the date of the last emissions report filed in accordance with
the Regulation respecting mandatory reporting of certain emissions
of contaminants into the atmosphere (c. Q-2, r. 15), surrender to the
Minister,

(1)  in accordance with section 46.10 of the Environment Quality
Act (R.S.Q., c. Q-2), the same number of emission units as the
number allocated without charge pursuant to Division Il of Chapter
Il of Title Ill and issued on the basis of the estimated GHG
emissions of the covered establishment, for the period after the
operation of the covered establishment ceased; and

(2) any emission allowance needed to cover the GHG emissions
of the covered establishment for the period during which it was
operated.

For that purpose, the emitter must send the Minister

(1)  a transaction notice complying with subparagraphs 1 to 3
and 6 of the first paragraph of section 25 providing for the surrender
of the emission units referred to in subparagraph 1 of the first
paragraph of this section to the Minister’s reserve account; and
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(2) a report on the coverage of emissions for the covered
establishment in accordance with section 20.

If the emission allowances required by this section are not
surrendered within the required time, the Minister may deduct them
from the emitter's accounts according to the order referred to in the
third paragraph of section 21.

CHAPTER 1lI
COVERAGE OF GREENHOUSE GAS EMISSIONS

19.

Every emitter to which this Regulation applies is required, in
accordance with the terms and conditions of this Chapter, to cover
all the GHG emissions from an establishment or, if applicable, an
enterprise referred to in section 2 when they are equal to or exceed
the emissions threshold, until 31 December following the third
consecutive emissions report for which the emissions from the
establishment or enterprise are below the emissions threshold.

The emitter is required to comply with the first paragraph

(1)  beginning with the compliance period starting on 1 January
2013, in the case of an emitter that on (insert the date of coming
into force of this Regulation) operates an establishment or, if
applicable, an enterprise for which the reported emissions for 2009,
2010 or 2011, attributable to activities other than those referred to
in subparagraph 2 of this paragraph, are equal to or exceed the
emissions threshold;

(2)  beginning with the compliance period starting on 1 January
2015, in the case of the activities of an emitter referred to in
subparagraph 2 of the second paragraph of section 2 whose
reported emissions in connection with the fuel distributed for 2012
or 2013 are equal to or exceed the emissions threshold;

(8)  beginning on 1 January of the year following the year in
which the first report of verified emissions that are equal to or
exceed the threshold is submitted, in the case of an emitter referred
to in subparagraph 1 or 2 whose verified emissions are equal to or
exceed the emissions threshold during a year following those
mentioned in those subparagraphs;
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20.

(4) beginning on 1 January of the year following the year in
which the first report of verified emissions for an establishment,
including a new facility, is submitted and includes the GHG
emissions from the new facility, in the case of a new facility referred
to in subparagraph a of paragraph 11 of section 3.

When the operator of a covered establishment changes, the new
operator is required to cover all the GHG emissions from the
establishment that have not been covered in accordance with this
Chapter.

Every emitter must, not later than 1 October following the end of a
compliance period or, where applicable, following the last year
during which emissions must be covered pursuant to the first
paragraph of section 19, or, if that day is not a business day, not
later than the first following business day, cover the GHG emissions
of every covered establishment for that period or, where applicable,
for the years since the last compliance period.

For that purpose, the emitter must, not later than that date, send the
Minister a report on the coverage of the emitter's GHG emissions
including the following information:

(1)  the name and contact information of the emitter, with the
emitter’s identification number and compliance account number;

(2) the name and contact information of each covered
establishment;

(3) the name and contact information of the account
representative;

(4) the total quantity of verified emissions for each of the
emitter's covered establishments for the compliance period or,
where applicable, for the years since the last compliance period for
which emissions coverage was required;

the number and type of emission allowances to be deducted from
the compliance account to cover the GHG emissions and, where
applicable, the order in which the emission allowances are to be
deducted and their serial numbers.
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21.

To be valid for the purpose of covering GHG emissions, the
emission allowances referred to in subparagraph 5 of the second
paragraph must meet the requirements of section 37 and must not
have been issued for a year after the compliance period.

In addition, the total quantity of offset credits that the emitter may
use to cover the GHG emissions of its covered establishment
cannot exceed 8% of the emitter's GHG emissions for the
compliance period.

On the expiry of the compliance deadline, every emitter must have
at least as many emission allowances in its compliance account as
its verified emissions for every covered establishment during the
compliance period or, where applicable, during the years following
the last compliance period for which emissions coverage was
required.

The Minister deducts from the emitter’'s compliance account, in the
order indicated in the coverage report, the required number of
emission allowances.

If the coverage report does not indicate an order for deduction, or if
the number of emission allowances to be deducted in order is
insufficient to cover the GHG emissions, the Minister deducts the
required emission allowances in chronological order, from the least
recent to the most recent according to their year of issue and serial
number, in the following order:

(1)  offset credits, up to the limit provided for in the fourth
paragraph of section 20;

(2)  early reduction credits;
(8)  emission units.
The emission allowances deducted by the Minister in accordance

with this section are placed in the Minister’s retirement account and
are extinguished.



Part 2

GAZETTE OFFICIELLE DU QUEBEC, December 16, 2011, Vol. 143, No. 50B

3673B

22,

23.

A failure by an emitter to cover the GHG emissions of a covered
establishment on the expiry of the compliance deadline leads to the
suspension of its general account and the application of an
administrative sanction equal to 3 emission units or early reduction
credits for each missing emission allowance needed to complete
the coverage.

The Minister recovers the missing emission allowances by
deducting an equivalent number of valid emission allowances from
the emitter’s general account.

The Minister also recovers the emission units required for the
administrative sanctions referred to in the first paragraph in the
following manner and order, until all the units have been recovered:

(1)  the Minister deducts 3 valid emission units or early reduction
credits from the emitter's general account for each missing
emission allowance;

(2) the Minister deducts 3 emission units issued for a year
following the compliance period from the emitter's compliance
account for each missing emission allowance;

(3) the Minister deducts 3 emission units issued for a year
following the compliance period from the emitter’'s general account
for each missing emission allowance.

When the emitter's accounts do not contain enough emission
allowances to recover all or part of the missing emission allowances
and emission units required for the application of the administrative
sanction, the Minister notifies the emitter that they must be
surrendered within 30 days from the failure to provide coverage.

Upon a failure to comply, the Minister removes an equivalent
number of emission units from the quantity that would normally
have been allocated to the emitter without charge for the following
compliance period pursuant to Division Il of Chapter Il of Title Il.

Every missing emission allowance, recovered and deducted in
accordance with section 22, is placed in the Minister’s retirement
account to be extinguished.
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The emission units deducted following the application of the
administrative sanction provided for in that section are placed in the
Minister’'s auction account to be auctioned at a later date, and the
early reduction credits deducted are placed in the Minister's
retirement account to be extinguished.

Once these actions have been taken, the suspension of the
emitter’s general account is lifted.

CHAPTER IV
TRANSACTIONS AND PUBLIC REGISTER OF EMISSION
ALLOWANCES

24,

25.

Emission allowances may be traded only between emitters or
participants registered for the system, and only registered emitters
or participants may hold emission allowances for their own use.

In addition, only emission allowances recorded in a general account
may be traded. Subject to section 15, once recorded in a
compliance account, emission allowances may only be used to
cover GHG emissions.

Within 3 business days of signing an agreement concerning a
transaction of emission allowances, the emitter or participant who
wishes to trade emission allowances must send the Minister a
transaction notice including the following information:

(1) the name and contact information of the seller, buyer and,
where applicable, their account representatives;

(2) the identification number and general account number of the
seller and buyer;

(3) the quantity and type of emission allowances traded and,
where applicable, their identification by serial number;

(4) the settlement price of each type of emission allowance to
be traded and the total amount of the transaction;

(5) the planned date of the transaction, if it is intended that the
transaction take effect more than 7 business days after the filing of
the notice;
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26.

27.

28.

29.

(6) the declaration provided for in Part lll of Appendix B, signed
by the account representative or electronic submission agent.

A copy of the transaction notice must also be sent to the buyer, who
must confirm it with the Minister within 2 business days to allow the
transaction to be recorded in the system.

Within 5 business days following the confirmation of a transaction
notice in accordance with the second paragraph of section 25 or on
the date provided for in subparagraph 5 of the first paragraph of
that section, the Minister records the transaction in the system by
moving the emission allowances from the general account of the
seller to the general account of the buyer, based on the type,
vintage and serial numbers indicated in the notice or, if no serial
numbers are indicated, chronologically, from the least recent to the
most recent depending on their vintage and serial number.

When a transaction cannot be completed because of an error or
omission in the information included in the notice referred to in
section 25, because the notice does not meet the requirements of
that section, because an account does not contain enough
emission allowances or for any other reason, the Minister so
notifies the parties concerned within 5 business days of the failure
of the transaction.

No person holding privileged information on an emission allowance
may trade that emission allowance, disclose the information or
recommend that another person trade the emission allowance,
except if the person has reason to believe that the information is
known to the public or to the other party in the transaction.

However, the person may disclose the information or recommend
that another person trade the emission allowance, if the person is
required to disclose the information in the course of business, and if
nothing leads the person to believe that the information will be used
or disclosed in contravention of this section or section 29.

No person prevented from trading an emission allowance pursuant
to section 28 may use the privileged information in any other way,
unless the person has reason to believe that the information is
known to the public. In particular, the person may not carry out
operations on futures contracts or other derivatives within the
meaning of the Derivatives Act (R.S.Q., c. 1-14.01) involving an
emission allowance.



3676B

GAZETTE OFFICIELLE DU QUEBEC, December 16, 2011, Vol. 143, No. 50B

Part 2

30.

31.

32.

A person with knowledge of material order information may not
carry out or recommend that another person carry out a transaction
involving an emission allowance, or disclose the information to any
other person, except if

(1)  the person has reason to believe that the other person is
already aware of the information;

(2) the person must disclose the information in the course of
business, and nothing leads the person to believe that it will be
used or disclosed in contravention of this section;

(3) the person carries out a transaction involving the emission
allowances concerned by the information in order to perform a
written obligation that the person contracted before becoming
aware of the information.

For the purposes of this section, material order information is any
information concerning an order to buy or an order to sell an
emission allowance that could have a major impact on the price of
an emission allowance.

No person may disclose false or misleading information or
information that must be filed pursuant to this Regulation, before it
is filed, in order to carry out a transaction, in particular when it could
influence the price of an emission allowance.

For the purposes of this section, false or misleading information is
any information likely to mislead on an important fact, as well as the
simple omission of an important fact; an important fact is any fact
that may reasonably be believed to have a significant impact on the
price or value of an emission allowance.

The total number of emission units that an emitter or a participant
may hold in its general account and, where applicable, its
compliance account is subject to the holding limit calculated using
equation 32-1:
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33.

Equation 32-1
HL; = 0.1 x Baseline + 0.025 x (C; —Baseline)
Where:
HL; = Holding limit for year i;

01= Maximum proportion of the number of emission
units constituting the Baseline that an emitter or
a participant may hold;

Baseline = 5,000,000, being the estimated number of
emission units that will be auctioned in 2013;

0.025= Maximum proportion of the number of emission
units in excess of the Baseline and issued in
year i that an emitter or a participant may hold;

Ci= Annual cap of emission units for year i.

Despite the first paragraph, emission units recorded in the
compliance account of an emitter and needed to cover estimated
GHG emissions for the current year or verified emissions for
preceding years are not subject to the holding limit.

Furthermore, an emitter or a participant that reaches or exceeds
one-half of its holding limit must, at the Minister's request, explain
its strategy and the reason for holding the emission units
concerned.

Every transaction notice for emission units that would cause the
buyer’s holding limit to be exceeded will be refused by the Minister.

For the purposes of the holding limit referred to in section 32,
related entities are considered to be a single entity with an overall
holding limit that they can distribute among themselves by allotting
percentage shares.
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34.

35.

The distribution must be disclosed to the Minister when the related
entities register for the system in accordance with subparagraph 3
of the first paragraph of section 9 or, in the case of a new business
relationship within the meaning of subparagraph 1 of the second
paragraph of that section, within 30 days from the creation of that
relationship. The information must, however, be sent to the Minister
within 60 days prior to an auction when one of the related entities
wishes to be registered as a bidder.

The Minister may, on the Minister's own initiative, correct any
material error that occurs in an account in the system. The Minister
must inform the emitter or participant concerned as soon as
possible, stating the reasons for the correction.

The public register of emission allowances provided for in section
46.11 of the Environment Quality Act (R.S.Q., c. Q-2) shows a
summary of emission allowance transactions, in non-nominative
form, and is updated periodically by the Minister. The register may
be consulted on the website of the Ministére du Développement
durable, de 'Environnement et des Parcs.

For the purposes of section 46.11 of the Act, “account” means the
compliance account of an emitter.

TITLE NI
EMISSION ALLOWANCES

CHAPTERI
GENERAL

36.

37.

Emission allowances are issued in electronic form and identified by
a serial number and, except for the emission units recorded in the
reserve account of the Minister pursuant to the first paragraph of
section 38, by vintage.

The following emission allowances may be traded through the
system and used for compliance purposes:

(1)  every emission unit and early reduction credit referred to in
this Title;

(2) every offset credit issued by the Minister pursuant to
subparagraph 2 of the first paragraph of section 46.8 of the
Environment Quality Act (R.S.Q., c. Q-2);
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(3) every emission allowance issued by a government other than
the Gouvernement du Québec, with which an agreement has been
entered into in accordance with section 46.14 of the Act.

Despite the first paragraph, the following emission allowances may
not be traded or used for compliance purposes:

(1)  any emission allowance that has been suspended, cancelled
or extinguished;

(2) any emission allowance that has been used for compliance
purposes under another cap-and-trade system for GHG emission
allowances or GHG emissions reduction program.

CHAPTERIII
GREENHOUSE GAS EMISSION UNITS

DIVISION |
GENERAL

38.

Based on the cap on emission units set by order in accordance with
section 46.7 of the Environment Quality Act (R.S.Q., c. Q-2), the
Minister places in the Minister's reserve account a quantity of
emission units that may be used in adjusting the allocation made
without charge in accordance with Division Il or may be sold by
mutual agreement in accordance with Division IV of this Chapter.

The quantity of emission units represents

(1) 1% of the emission units available under the cap set for the
years 2013 and 2014;

(2) 4% of the emission units available under the cap set for the
years 2015 to 2017;

(8) 7% of the emission units available under the cap set for the
years 2018 to 2020; and

(4) 4% of the emission units available under the cap set for the
years 2021 and following.
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The Minister places the unreserved emission units in the Minister’s
allocation account. The units may be allocated without charge in
accordance with Division Il of this Chapter.

The emission units in excess of the total estimated quantities that
may be allocated without charge for a given year are placed in the
Minister’s auction account to be sold in accordance with Division Il
of this Chapter.

DIVISION Il
ALLOCATION

39.

40.

41.

An emitter operating a covered establishment and pursuing an
activity referred to in Table A of Part | of Appendix C is eligible for
the allocation of emission units without charge.

The Minister estimates annually the total quantity of emission units
that may be allocated without charge to an eligible emitter.

The estimated total quantity is calculated in accordance with Part Il
of Appendix C, using equation 1-1 and replacing the factor “Pr;;” in
equations 2-1, 2-9, 3-1, 3-10, 4-1, 4-8, 5-1 and 5-2, 6-2, 6-7, 6-8
and 6-9 by the factor “Pri 2", which corresponds to the total quantity
of reference units produced or used in the year 2 years before the
allocation year.

Despite equations 4-1 to 4-8 in Part Il of Appendix C, if the only
data available are data on emissions for the year in which an
establishment became operational, the Minister uses those data to
estimate the emission units allocated without charge for the first
year.

On 12 January each year as of 2013 or, if that day is not a business
day, on the first following business day, the Minister issues the
emission units corresponding to 75% of the total estimated quantity
of emission units that may be allocated without charge, calculated
in accordance with this section.

After the filing of the emissions report for the year during which the
issue referred to in the fourth paragraph of section 40 is made, an
adjustment is made to the remaining 25% of the total estimated
quantity of emission units that may be allocated without charge.
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42,

43.

The Minister calculates the adjustment by subtracting the quantity
of emission units issued from the actual total quantity of emission
units that may be allocated without charge to an eligible emitter for
the year covered by the emissions report, determined in
accordance with Part Il of Appendix C.

On 1 September following the end of each year or, if that day is not
a business day, on the first following business day, the Minister
places, in the emitter's general account, the quantity of emission
units corresponding to any positive result of the adjustment
calculation.

When the result of the adjustment calculation is negative, the
Minister notifies the emitter who must, within 30 business days,
place in its compliance account a quantity of emission units, of the
current or prior vintage, equal to the excess quantity issued
following the estimate made in accordance with section 40. The
emission units are then transferred to the Minister's reserve
account when units are required to be surrendered in accordance
with the third paragraph of section 42, or transferred to the
Minister’s auction account.

The emission units allocated without charge in accordance with this
Division are placed in the general account of the emitter.

The units come from the allocation account of the Minister or, if that
account does not contain enough units, from the Minister’'s reserve
account using, in order, the Class C, B and A units placed on
reserve as determined in section 58.

In the latter case, the reserve account is replenished using the
emission units available following the adjustment for subsequent
years carried out in accordance with the first, second and third
paragraphs of section 41, or using the units issued in excess and
surrendered to the Minister in accordance with the fourth paragraph
of that section. The serial numbers of the emission units placed in
this way in the reserve account are replaced by numbers
corresponding to the category replenished.

The Minister may suspend the allocation of emission units without
charge to any emitter that fails to comply with the provisions of the
Regulation respecting mandatory reporting of certain emissions of
contaminants into the atmosphere (c. Q-2, r. 15) or with the
provisions of this Regulation.
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44,

In accordance with the second paragraph of section 46.8 of the
Environment Quality Act (R.S.Q., c. Q-2), the Minister publishes in
the Gazette officielle du Québec, not later than 1 December each
year, the quantity of emission units to be issued to each emitter
without charge in accordance with the fourth paragraph of section
40 on the basis of the estimate for the coming year, as well as the
quantity issued to each emitter, pursuant to the third paragraph of
section 41, following the adjustment made for the previous year or,
where applicable, the excess quantity surrendered by the emitter in
accordance with the fourth paragraph of that section.

DIVISION 11l
AUCTION

45.

46.

The Minister auctions emission units in a specific place or online, at
most 4 times per year.

At least 60 days before an auction, the Minister publishes a notice
of auction on the website of the Ministéere du Développement
durable, de I'Environnement et des Parcs and, if the Minister
considers it appropriate, in a newspaper or other publication,
including the following information:

(1)  the place or Internet address, the date and the time of the
auction;

(2) the terms and conditions for registering as a bidder;
(3) the form of a bid, and the procedure for submitting a bid;
(4) the procedure for the auction;

(5) the number and vintage of the emission units to be
auctioned;

(6) the minimum settlement price for the units.

Every emitter or participant registered in the system, except an
emitter or a participant whose accounts have been suspended or
revoked for a reason other than a failure to cover the GHG
emissions of a covered establishment, may take part in an auction
of emission units.
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47,

48.

For that purpose, the emitter or participant must, at least 30 days
before the date of the auction, register with the Minister as a bidder
by submitting the following information and documents:

(1) the emitter or participant's name, contact information,
identification number and account numbers;

(2) the name, contact information and identification number of
any related entity taking part in the auction.

The Minister may refuse to register an emitter or a participant for
any auction if, when applying for registration for the system or for a
previous auction or sale by mutual agreement, the emitter or
participant provided false or misleading information, omitted to
disclose information required by this Regulation, or contravened a
rule of procedure for the auction or sale by mutual agreement.

Every bidder must, at least 7 days before the date of the auction,
submit a financial guarantee to the Minister in an amount equal to
or in excess of the total of the bidder’s bids.

The guarantee must be provided in the form of

(1)  a bank draft or money order, postal money order or certified
cheque made out to the Minister of Finance;

(2) abearer bond issued or guaranteed by Québec, Canada or a
Canadian province, the United States of America or one of its
member States, the International Bank for Reconstruction and
Development, a municipality or school board in Canada, or a
fabrique in Québec;

(3) a security or guarantee policy issued to the Minister of
Finance with a stipulation of solidarity and renunciation of the
benefits of discussion and division by a legal person authorized to
stand security under the Bank Act (S.C. 1991, c. 46), the Act
respecting trust companies and savings companies (R.S.Q., c. S-
29.01), the Act respecting insurance (R.S.Q., c. A-32) or the Act
respecting financial services cooperatives (R.S.Q., c. C-67.3); or

(4) a letter of credit issued to the Minister of Finance by a bank
or a financial services cooperative.
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49.

50.

All drafts, cheques, orders or bonds provided as a guarantee must
be deposited with the Minister of Finance pursuant to the Deposit
Act (R.S.Q., c. D-5).

The auction of emission units consists of a single round of bidding,
using sealed bids.

The emission units are auctioned in lots of 1,000 units of the same
vintage.

The minimum price of the emission units is set at
(1)  $10 per emission unit, for auctions conducted in 2012;

(2)  for auctions conducted in any year after 2012, the price set in
subparagraph 1 increased annually by 5% and adjusted in the
manner provided for in section 83.3 of the Financial Administration
Act (R.S.Q., c. A-6.001).

During an auction, a bidder may submit more than one bid, subject
to the terms and conditions specified in the notice published in
accordance with the second paragraph of section 45, stating the
quantity of emission units the bidder wishes to purchase, by
vintage, and the price bid.

The quantity of emission units that may be purchased by a single
bidder at an auction held prior to 1 January 2015 is, however,
limited to

(1)  for vintage 2013 and 2014 emission units, 15%, in the case
of an emitter referred to in section 2, except an emitter referred to in
subparagraph 1 of the second paragraph of that section, or 4%, in
the case of a participant;

(2) for vintage 2015 and subsequent emission units, 25%, in the
case of any bidder.

When bidders are related entities, the purchase limit applies to all
those entities. They must indicate to the Minister, in the application
for registration for the auction referred to in the second paragraph
of section 46, the distribution of the overall purchasing limit among
the related entities, in percentages.
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51.

52.

A bid submitted by an emitter or a participant will be refused by the
Minister if it specifies a quantity of emission units that exceeds the
quantity to be auctioned, causes the purchase limit determined in
accordance with this section, or the holding limit determined in
accordance with section 32, to be exceeded, or exceeds the
financial guarantee submitted in accordance with section 48, in
value terms.

A bidder must not publicly disclose confidential information relating
to its participation in an auction, including:

(1)  its identity;
(2) its bidding strategy;

(83) the amount of its bids and the quantity of emission units
concerned;

(4) the financial information submitted to the Minister.

In addition, a bidder that retains the services of an advisor to
develop its bidding strategy must send the Minister the name and
contact information of the advisor, including the advisor's home
address. The bidder must ensure that the advisor does not disclose
any of the information listed in the first paragraph and does not
coordinate the bidding strategy of any other bidder.

At the close of the auction, the Minister awards emission units at a
settlement price that is equal to or above the minimum price and
that corresponds to the lowest bid for the last lot of emission units
awarded, starting with the bidders that submitted the highest bids,
until all available units have been sold or until the minimum price is
reached.

If a winning bidder fails to pay in full for the emission units awarded
within 30 days following the auction, the Minister withholds the
amount owed from the guarantee provided in accordance with
section 48.

Upon receiving payment from a winning bidder, made out to the
Minister of Finance, or after applying all or part of a winning bidder’s
guarantee, the Minister records the emission units awarded in the
bidder’s general account.
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53.

54.

55.

The amounts collected during the auction are paid into the Green
Fund in accordance with section 46.16 of the Environment Quality
Act (R.S.Q,, c. Q-2).

Unless a bidder indicates otherwise, a guarantee submitted in
accordance with section 48 and that is not used during an auction is
retained for later auctions.

When a guarantee has been partly used, the remaining part may be
used for a later auction provided it is equal to or in excess of the
amount of the bidder’s bids.

The guarantee submitted for an auction may also be used for a sale
by mutual agreement when the amount of the guarantee is equal to
or in excess of the total of the bids submitted in accordance with
this Division and the offers to purchase submitted in accordance
with Division IV of this Chapter.

Emission units that remain unsold after an auction are retained for
an auction at a later date.

However, when emission units remain unsold more than 3 years
after first being offered for auction, the Minister places the units in
the Minister’s reserve account. The serial numbers of the emission
units are replaced by numbers corresponding to Category C
emission units placed on reserve.

The Minister publishes a summary of the auction within 45 days on
the website of the Ministéere du Développement durable, de
’'Environnement et des Parcs, including the following information:
(1)  the names of the persons registered as bidders;

(2) the settlement price of the emission units;

(3) the total quantity and distribution of the units sold, in non-
nominative form.
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DIVISION IV
SALE BY MUTUAL AGREEMENT
56. Only emitters registered in the system, having a covered
establishment in Québec and not holding emission units in their
general account are eligible for a sale of emission units by mutual
agreement in accordance with this Division.
57. The Minister organizes a sale of emission units by mutual

agreement in a determined place or online, at most 4 times per
year.

At least 4 weeks before a sale by mutual agreement, the Minister
publishes a notice of sale by mutual agreement on the website of
the Ministére du Développement durable, de I'Environnement et
des Parcs and, if the Minister considers it appropriate, in a
newspaper or other publication, including the following information:

(1)

the place or Internet address, the date and the time of the

sale by mutual agreement;

(2)
)

offer;
(4)
()

the terms and conditions for registering as a purchaser;

the form of an offer, and the procedure for submitting an

the procedure for the sale by mutual agreement;

the number of emission units available for sale for each

category;

(6)

the settlement price for the units.

58. The emission units placed in the reserve account are divided
equally into 3 categories and are sold at the following prices:

(1)

for emission units placed on reserve in Category A, $40 per

emission unit;

()

for emission units placed on reserve in Category B, $45 per

emission unit;

©)

for emission units placed on reserve in Category C, $50 per

emission unit.
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59.

60.

61.

Beginning in 2014, the prices indicated in the first paragraph are
increased annually by 5% and adjusted in the manner provided for
in section 83.3 of the Financial Administration Act (R.S.Q., c. A-
6.001).

Every emitter that wishes to purchase emission units at a sale by
mutual agreement must, at least 2 weeks before the sale, register
with the Minister as a purchaser by submitting the following
information and documents:

(1) the emitter’'s name, contact information, identification number
and account numbers;

(2)  an offer to purchase stating

(a)  the quantity of emission units sought, in each category
and by lots of 1,000 emission units, up to the emitter’s
holding limit;

(b)  a financial guarantee in an amount equal to or in
excess of the amount of the offer to purchase, in one of the
forms referred to in the second paragraph of section 48.

An offer to purchase submitted by an emitter will be refused by the
Minister if it specifies a quantity of emission units that exceeds the
quantity to be sold, causes the holding limit determined in
accordance with section 32 to be exceeded, or exceeds the value
of the financial guarantee submitted in accordance with
subparagraph b of subparagraph 2 of the first paragraph.

The Minister may refuse to register an emitter for a sale by mutual
agreement if, when applying for registration for the system or for a
previous sale by mutual agreement or auction, the emitter provided
false or misleading information, omitted to disclose information
required by this Regulation, or contravened a rule of procedure for
the sale by mutual agreement or auction.

At the close of the sale by mutual agreement, the Minister sells the
emission units placed on reserve by allocating the units from
categories A, B and C, in that order.
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62.

63.

When the total number of offers to purchase for a category of
emission units placed on reserve is equal to or below the quantity of
emission units available, the Minister allocates the emission units
among the purchasers based on the offers received.

However, when the total of the offers to purchase for a given
category is in excess of the quantity of emission units available, the
Minister allocates the emission units

(1) by establishing the share of each purchaser by dividing the
quantity of emission units requested in their offer to purchase by the
total of the offers to purchase for that category; and

(2) by determining the number of emission units to be assigned
to each purchaser by multiplying each purchaser’s share by the
quantity of emission units available, rounding down to the nearest
whole number.

If a purchaser fails to pay in full for the emission units assigned
within 30 days of the sale, the Minister withholds the amount owed
from the guarantee provided in accordance with subparagraph b of
subparagraph 2 of the first paragraph of section 59.

Upon receiving payment from a purchaser, made out to the Minister
of Finance, or after applying all or part of a purchaser’s guarantee,
the Minister records the emission units sold in the purchaser’s
compliance account.

The amounts collected during a sale by mutual agreement are paid
into the Green Fund in accordance with section 46.16 of the
Environment Quality Act (R.S.Q., c. Q-2).

Unless a purchaser indicates otherwise, a guarantee submitted in
accordance with subparagraph b of subparagraph 2 of the first
paragraph of section 59 that is not used during a sale by mutual
agreement is retained for future sales by mutual agreement.

When a guarantee has been partly used, the remaining part may be
used for a later sale by mutual agreement provided it is equal to or
in excess of the amount of the offer to purchase submitted by the
purchaser.
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64.

The guarantee submitted for a sale by mutual agreement may also
be used for an auction when the amount of the guarantee is equal
to or in excess of the total of the offers to purchase submitted in
accordance with this Division and the bids submitted in accordance
with Division Il of this Chapter.

Emission units that remain unsold after a sale by mutual agreement
are retained for a sale at a later date.

CHAPTER 1lI
EARLY REDUCTION CREDITS

65.

66.

Reductions in GHG emissions made during the eligibility period
starting on 1 January 2008 and ending on 31 December 2011 are
eligible for early reduction credits.

The period during which the reductions are recorded, hereafter
referred to as the reduction period, must correspond to the 4 full
calendar years of the eligibility period or must have started on 1
January 2009, 2010 or 2011 and ended without interruption on 31
December 2011.

The reference period used to determine reductions in GHG
emissions runs from 1 January 2005 to 31 December 2007,
inclusively.

Every emitter referred to in the first paragraph of section 2 that is
required to cover its GHG emissions starting with the compliance
period starting on 1 January 2013 is eligible for early reduction
credits if the reductions

(1)  result directly from an action or decision of the emitter and
began during the eligibility period determined in the first paragraph
of section 65;

(2) are made in one of the emitter’s covered establishments;

(8) reduce the GHG emissions that the emitter is required to
cover pursuant to section 19;

(4) belong to and can be demonstrated by the emitter;

(5) are calculated using the same calculation method and the
same factors for each of the years 2005 to 2011;
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(6) represent at least 1 metric tonne CO; equivalent;

(7)  do not result from a decrease in production or the closure of
an establishment, or from an increase in GHG emissions at another
establishment located in Québec or elsewhere;

(8) are voluntary, meaning that they were not made in response
to a legislative or regulatory provision, a permit or another type of
authorization;

(9) are permanent and irreversible;

(10) are additional, meaning that they meet the following
conditions:

(@) the average annual GHG emissions of the
establishment during the reduction period are below those of
the reference period;

(b)  the average intensity compared to at least 1 reference
unit referred to in Table B of Part | of Appendix C during the
reduction period, calculated using equation 66-1 below, is
below the average intensity for the reference period,
calculated using equation 66-2:

Equation 66-1
2011

) ZGH
Re duction — Z 2011
R
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(11)
(12)

Equation 66-2

2007

. one,
_ i=2005
]Re‘ference - Z T

B

i=2005

Where:

| Reducion =  Average intensity of GHG emissions
during the reduction period;

| Reference = Average intensity of GHG emissions

during the reference period;

m = Total number of types of reference units j at the
establishment for which average emission
intensity has decreased;

j= Reference unit for the establishment referred to
in Table B of Part | of Appendix C;

GHGj= GHG emissions of the establishment,
relating to a reference unit j for year j, in
metric tonnes CO, equivalent;

i= Year;

n=  First year of the reduction period;

P; = Annual quantity of reference units
produced or used by the establishment for
year i,

are verifiable; and

have not been credited or financed, in whole or in part, under

another cap-and-trade system for GHG emission allowances or a
reduction program for GHG emissions.

However, reductions in GHG emissions resulting from on-site
transportation activities and the sequestration of GHG emissions
are not eligible for early reduction credits.
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67.

68.

In addition to the conditions set out in sections 65 and 66, to be
eligible for early reduction credits, a reduction resulting from a
project to substitute a low-GHG fuel for a fuel must also meet one
of the following conditions:

(1) the average purchase cost of the substitute fuel or
combustible paid by the emitter during the reduction period must be
higher than the average cost of the fuel substituted during the
reduction period;

(2) the emitter must have made an investment, other than an
equipment maintenance investment, to modify or replace
equipment in order to substitute the fuel during the eligibility period.

An emitter that wishes to be issued early reduction credits must
send the Minister, not later than 31 December 2012, an application
containing the following information and documents:

(1) the emitter's name, contact information, identification number
and account numbers;

(2) a description of the activities pursued at the emitter’s
establishment where the reductions have occurred;

(83) a description of the reduction project and proof that it meets
the conditions set out in sections 65 to 67;

(4) the dates of the reduction period during which the reductions
in GHG emissions occurred;

(5) the quantity of the GHG emission reduction, in metric tonnes
CO; equivalent, calculated using one of the following methods:

(@) one of the calculation methods provided for in
Schedule A.2 to the Regulation respecting mandatory
reporting of certain emissions of contaminants into the
atmosphere (c. Q-2, r. 15);

(b)) a mass balance calculation method, or a method
recognized by the industry and meeting the requirements of
the ISO 14064-2 standard;
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(6) all the information and documents used to calculate GHG
emissions in accordance with paragraph 5;

(7)  a verification report on the project and the reductions, carried
out by an organization accredited to ISO 14065 by a member of the
International Accreditation Forum under an 1SO-17011 program,
confirming a reasonable level of assurance under the ISO-14064-3
standard that the reduction meets the conditions of this Chapter;

(8) the information needed to calculate the maximum quantity of
early reduction credits provided for in section 69;

(9) the signature of the chief officer of the emitter and the date of
the application.

The maximum quantity of early reduction credits that may be issued
to an emitter that meets the requirements of this Chapter is
calculated using equations 69-1 to 69-5:

Equation 69-1

k
ERCmax = NY X z ((EReference(j) _EReduction(j)) X f)])

j=1
Where:

ERC max = Maximum quantity of early reduction credits
that may be issued;

Ny = Number of calendar years included in the reduction
period;

k= Total number of reference units of the establishment
referred to in Table B of Part | of Appendix C;

j= Reference unit;

E Reference () =Average annual GHG emissions resulting from
the production or use of reference unit j during
the reference period, calculated using equation
69-2, in metric tonnes CO; equivalent;
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E Reduction ) = Average annual GHG emissions resulting from
the production or use of reference unit j during
the reduction period, calculated using equation
69-3, in metric tonnes CO, equivalent;

P i - 1ifP Reference (j) <P Reduction (j);
- (P Reduction (j) P Reference (j) if P Reference (j) > P Reduction (j)s

Where: P Reference () = Average
annual quantity of reference
units j produced or used during
the reference period, calculated
using equation 69-4;

P Reducton ) = Average
annual quantity of reference
units j produced or used during
the reduction period, calculated
using equation 69-5.

Equation 69-2

2007

S,

__ i=2005
EReference(j) =" 3

Where:

E Reference () = Average annual GHG emissions resulting from
the production or use of reference unitj during
the reference period, in metric tonnes CO,
equivalent;
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E ij= GHG emissions resulting from the production or use of
reference unitj for yeari, in metric tonnes CO;
equivalent;

j= Reference unit;

i = Each year included in the reference period, namely
2005, 2006 or 2007;

Equation 69-3

2011
2.5
i=m

n

Reduction( j) =

Where:

E Reduction ) = Average annual GHG emissions resulting from
the production or use of reference unitj during
the 