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Pan Canadian Clean Growth 
and Climate Change Framework 

• As part of the Pan-Canadian Clean Growth and Climate Change Framework, the federal 

government announced a national carbon pricing scheme that requires provinces and 

territories to implement in 2018 or the federal government will do it for them. 

• A Federal/Territorial Working Group established to “find solutions that address the territories 

unique circumstances, including high costs of living challenges with food security, and 

emerging economies”.  Focus is on impacts of other jurisdictions’ carbon pricing on NWT and 

options to mitigate the adverse economic effects, with a report due in September. 



Key Elements of Carbon Pricing in the NWT 

• Examining approach to implementing a carbon tax with key objective that as much as 

possible will not add to the high cost of living or create additional barriers to economic 

development. 

• The carbon tax can legislated through amendments to the Petroleum Products Tax Act and 

administered same as fuel taxes. 



Federal Carbon Pricing Backstop 

• Federal backstop for jurisdictions that do not introduce carbon pricing starting at $10 per 

tonne in 2018 has the following elements: 

– A carbon tax applied to fossil fuels and will generally include fuel that is combusted, vented or flared. 

– An output-based pricing system for industrial facilities that emit above 50 kilotonnes (kt) of carbon 

dioxide equivalent emissions per year, with an opt-in capability for smaller facilities with emissions 

below the threshold.  

– A “top-up” for provincial or territorial systems that do not fully meet the benchmark.  



Federal Carbon Pricing Backstop (cont.) 

• The output-based pricing system will apply carbon price to a facility’s emissions above the 

emissions-intensity standards so that a facility does not pay 100% of the direct carbon price. 

This system would apply to the NWT diamond mines.  

• The backstop carbon tax will come into effect in 2018 and the output-based pricing system 

not before January 1, 2019. Until the output-based system is established all facilities would 

be subject to the carbon tax. 

• Direct revenues from the federal system will return to the jurisdiction of origin and the 

federal government is “open to feedback on the best mechanism to achieve this”.  



Approach to NWT Carbon Tax and Revenue 
Offsets 

• The key objective for imposing carbon pricing is to encourage carbon 
conservation and substitution to reduce GHG emissions while, as much as 
possible, not adding to the high cost of living or creating additional 
barriers to economic development. 



Fuel and Carbon Tax Rates 
  Fuel Tax 

Current 

Carbon tax rate1 

$10/tonne $20/tonne $30/tonne $40/tonne $50/tonne 

(cents/litre) 

Gasoline 10.7 2.3 4.7 7.0 9.4 11.7 

Motive diesel 9.1 2.7 5.5 8.2 10.9 13.7 

Non-Motive diesel 3.1 2.8 5.6 8.4 11.2 14.0 

Aviation 1.0 2.5 4.9 7.4 9.8 12.3 

Jet  1.0 2.6 5.1 7.7 10.2 12.8 

Railway 11.4 2.7 5.5 8.2 10.9 13.7 

Heating fuel 0.0 2.8 5.6 8.4 11.2 14.0 

Propane 0.0 1.5 3.1 4.6 6.2 7.7 

Natural gas 0.0 1.9 3.8 5.8 7.7 9.6 

Naphtha 0.0 2.6 5.1 7.7 10.2 12.8 
1 Carbon tax based on $ per tonne CO2e for each fuel type. 



Approach to NWT Carbon Tax and Revenue 
Offsets 

• Current estimates are an average 
household impact of $923 per 
household at $50/tonne 

• This doesn’t include secondary 
impacts of carbon pricing in other 
jurisdictions. 

• There would be considerable 
variability within NWT. For example 
homeowners vs. renters. $0
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Carbon Tax Revenue from 5-Year Average           
(Millions of Dollars) 

$10/t $20/t $30/t $40/t $50/t 
Gasoline 1.1 2.3 3.4 4.6 5.7 
Aviation 0.1 0.3 0.4 0.5 0.7 
Aviation Turbo 1.2 2.5 3.7 4.9 6.2 
Diesel, Motive (Transportation) 3.3 6.7 10.0 13.3 16.7 
Diesel, Non-motive 4.0 8.0 12.0 16.0 20.0 
Heating fuel, propane 0.3 0.7 1.0 1.3 1.6 
Heating fuel, diesel   2.5 4.9 7.4 9.9 12.3 
Total Carbon Tax Revenue 12.6 25.3 37.9 50.5 63.1 

Revenue Unavailable for Carbon Tax Recycling: 
GNWT Fuel 0.8 1.5 2.1 2.7 3.4 
Municipal governments, hospitals, schools 0.4 0.8 1.2 1.6 2.0 
Electricity generation (non-motive diesel) 0.7 1.4 2.1 2.8 3.6 

Revenue Available for Recycling: 10.7 21.6 32.4 43.3 54.2 
Separated into: 

Industrial Users 4.7 9.4 14.1 18.7 23.4 
Households and Business 6.0 12.2 18.4 24.6 30.8 

Carbon Tax 
Revenues 
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Carbon Tax at $50/tonne by User Group 
Estimated Carbon Tax Revenue by Group (Millions of Dollars) 

GNWT Fuel 

Municipal 
governments, 

hospitals, schools 
Diesel for 
Electricity Industrial Users Households & Business2 Total 

Gasoline 0.3 0.1 0.0 0.1 5.3 5.7 
Aviation 0.0 0.0 0.0 0.0 0.6 0.7 
Aviation Turbo 0.1 0.0 0.0 0.0 6.0 6.2 

Diesel, Motive (Transportation) 2.0 1.2 0.0 6.5 7.0 16.7 
Diesel, Non-motive1 0.0 0.0 3.6 13.5 2.8 20.0 
Heating fuel, propane 0.2 0.0 0.0 0.0 1.5 1.6 
Heating fuel, diesel 0.6 0.5 0.0 3.4 7.9 12.3 
Total 3.2 1.9 3.6 23.4 31.1 63.1 

1 Includes marine fuel; subtracts electricity generation (non-motive diesel) volume from Households & Small Business 
2Household and Business is the remainder after other sectors are subtracted from the total and may  
contain carbon tax paid by the other sectors. 



Considerations for Carbon Tax Recycling 

• Key objective for imposing carbon pricing is to encourage carbon conservation and 

substitution to reduce GHG emissions while, as much as possible, not adding to 

the high cost of living or creating additional barriers to economic development. 

• Given this objective, the first question is how much, if any, of the carbon tax 

collected should be: 

– Recycled to NWT households, businesses and industry through direct transfers  

– Used for any direct spending  associated with GHG reduction initiatives.  



Considerations for Carbon Tax Recycling 
Approaches 

• Should carbon tax revenue recycling be tied to carbon consumption?  

• Is it reasonable to mix carbon revenue recycling with broader policy objectives?  

• How should the increasing revenues be incorporated into the recycling program? 

Are the recycling approaches set to grow as revenues increase or are new 

approaches introduced as revenues grow?  

• What should be considered when proposing revenue recycling options for business 

and industry?  

• Could recycling for industrial taxpayers be treated separately from other sectors?  

• Does the federal output-based pricing system appeal to NWT industry?  



Revenue Offset Options 
1. Reducing carbon tax coverage. 

– This could include exempting aviation fuel because other forms of transportation not available for communities 

without all-weather roads; or could exempt marine transportation and railway diesel because they provide bulk 

transport that should be encouraged. 

2. Providing tax credits or rebates through the tax system. 

– By adjusting cost of living tax credit, NWT child benefit, or creating a new tax credit or rebate.  

3. Revising income tax rates. 

– This option runs the risk that if carbon tax revenues decrease other tax rates are not increased 

4. Providing carbon tax rebates at source 

5. Any combination of the above 



Revenue Offset Options (cont.) 

• Revenue offsets do not preclude using some funds for government initiatives.  

• Approach could change as carbon prices increase. 



Milestones 
Jul 2017 

Jul-Sep 2017 

Oct 2017 

Feb 2018 

Sept 2018 

Jan 2019 

Carbon pricing and revenue recycling discussion paper 

Public and stakeholder engagement 

Legislative proposal(s) 

Introduction of carbon pricing legislation 

Carbon pricing legislation passed 

Implementation of carbon tax 


