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bco@ec.gc.ca
Dear Mr. Zedan, staff of the Secretariat and other interested parties,

Please accept the following compilation of case sudies, guiddines and best practices as a
representation of the type of work that is currently being undertaken in Canada involving
incentive measures which relae to biodiversity conservation. In preparing the materia for this
document, we chose to consider the framework of categorisation proposed by the OECD in
ther document, “Handbook of Incentive Measures for Biodiversty: Desgn and
Implementation.” As such, references are organised into one of the following four sections:

. Positive incentives: grants, subsidies, tax reductions, which create incentives to better
take into account the environmenta costs associated with the use of natural resources.

. Disincentives: fees, taiffs, fines legd liabilities and the like which pendise those
whose behaviour directly or indirectly impair environmenta vaues.

Indirect incentives. creation of property rights or markets where these were
previoudy absent, or adoption of measures that improve the operation of markets
(cextification).

. Removal of perverse incentives. such incentives often arise as unanticipated sde-
effects of policies with different, and gpparently independent, objectives.

While by no means an exhaudtive list, we hope you will find that referencesin this document are
both useful and informative sources of information. Furthermore, we look forward to continuing
discussons on incentive measures related to biodiversity at the nationd and internationa leve,
and are thankful for this opportunity.

Regards,
John Herity
Director, Biodiversty Convention Office

Environment Canada
CBD National Focd Point



POSTIVE INCENTIVES

Agriculturd Incentives

Because famland in most cases is privatedy owned, response options usudly involve the
voluntary participation of landowners. Incentive measures can further the understanding and
gopreciation of producers for the value of conserving wildlife and wildlife habitat. In response
to this, various levels of government and non-government organizations have crested incentive
programs for agricultural habitat conservation.

Ore large example is the Ontaio Land CARE and Prarie CARE Programs
(www.ducks.calhabitat/pcare.ntml). CARE means Conservation of Agriculture, Resources and
the Environment. In the prarie provinces, this program provides incentives and technica
assigtance to promote practica farming techniques that benefit wildlife and the landowner in the
Prairie provinces. Prarie CARE is a mgor component of the NAWMP (North American
Waterfowl Management Plan) and is delivered by Ducks Unlimited Canada in cooperation with
federd, provincid and United States partners.  The Ontario program provides financia
incentives and technicd assstance to help farmers increase agriculturd productivity, conserve
their soil and water resources and improve the environmenta conditions.

The Ontario Environmentd Farm Plan Program administered by the Ontario Soil and Crop
Improvement Association (OSCIA) encourages farmers in Ontario to identify areas of
environmental concern and develop farm plans by providing farmers up to $1500 per fam
business to help implement new management practices.

The Ontario Land Stewardship Program (provided by the Ontario Ministry of Agriculture,
Food and Rurd Affairs and OSCIA) offers additiond grants for improved environmenta farm
management.

For a further list of relevant projects, consult “Biodivergty Initiatives - Canadian Agricultura

Producers. Implementing the Canadian Biodiversty Strategy”
(www.agr.calpolicy/environment/e/public_html/pdfs/biodiversity/bioinit_cap.pdf).

Capitd Gains Tax Exemptions

In 1996, the Canadian Income Tax Act was amended to exempt from capitd gains tax al
donations of ecologicdly sendtive lands made in perpetuity to dl levels of government and
charities, thus equdizing the treetment of donations to municipalities and charities with those that
are made to the Crown. The amendment dlows the use of voluntary, non-regulatory
stewardship measures by landowners for biodiversity conservation, encouraged by direct and
indirect financid incentives.



Public conaultations in 1995 reveded that there was a need for greater public access to relevant
information regarding the new tax provisons. The sudy is a successful example of the
integration of fiscd and environmenta policies to encourage the conservetion of biodiversity on
private and corporate-owned lands. For more information vist: www.ccra
adrc.gc.calmenu.html.

Consarvation Agreements

The Nature Conservancy of Canada (www.natureconservancy.ca) and many other
consarvation groups hold conservation agreements with private landowners involving millions of
acres of land. In most cases, the agreement hands a portion of a willing landowner’ s property
rights over to a conservation group, giving it a right to restrict development according to the
terms of the agreement. If there isadrop in the value of the land as a result of the agreement,
the property owner can receive a charitable tax deduction equa to the drop. While land can be
s0ld and used at the owner’ s discretion, the agreement continues to be legally binding aslong as
the conservation group is involved. Examples of organizations involved in these agreements
include the Southern Alberta Land Trust Society (www.sdlts-landtrust.org/) and the Manitoba
Wildlife Federation (www.mwf.mb.cal) and the Manitoba Habitat Heritage Corporation.

Ecoqgifts

Donation by private individud and corporate |landowners of ecologicaly senstive land (or milieu
écosengble in Quebec) is emerging as an important tool in conserving sengtive ecosystems and
biodiversty across Canada. The February 28, 2000 federa budget announced that two-thirds
of the tax on deemed capitd gains associated with any ecologicd gift will be exempt from

income and that new messures for certifying the gppraisals of such gifts will be implemented.

These tax reforms amplified the donation of ecologicad gifts, and made donation more
favourable economicdly. To date, over 300 gifts have been donated, totding over $35 million
invaue

More information on Ecogifts can be obtained at: www.cws-scf .ec.ge.calecogifts.

NRTEE Ecologica Fisca Reform Program

The god of the Nationa Round Table on the Environment and the Economy (NRTEE —
www.nrtee-trnee.gc.ca) Ecologica Fisca Reform Program is to explore how a coordinated and
deliberate Strategy to redirect government taxation and expenditure programs would support the
god of sustainable development in Canada. Designing discrete, practica economic indruments
to achieve these gods will be the primary focus of the program. Issues that are being explored



include biodivergty loss and protection of ecologica landscapes (wetlands and margind
agriculturd land). In 1999, recommendations from the NRTEE Greening the Budget
Committee to the Minister of Finance included a recommendation for protecting and conserving
natura space by reducing capitd gains taxation on ecologicd gifts by 50% and establishing a
stewardship fund for habitat conservation.

Ontario Environmentd Farm Plan - A Voluntary Environmentad Awareness Program ddlivered
by the Farm Community

Introduction: What is an Environmental Farm Plan?

Environmenta Farm Plans (EFP) are documents voluntarily prepared by farm families to
increase their awareness of the environment on their farm. Through the EFP process, farmers
will highlight environmenta strengths on their farm, identify aress of environmenta concern, and
St redigtic gods and time tables to improve environmenta conditions.

The idea for Environmental Farm Plans originated from the Ontario farm community. Farmers
have been involved in every stage of developing Environmental Farm Plans (EFP), through the
Ontario Farm Environmental Codlition:
http:/Avww.gov.on.cal OM A FRA /english/environment/of ec/codition.htm.

The Ontario Farm Environmenta Caodlition islead by four main organizaions:

Ontario Federation of Agriculture: http:/Aww.ofa.on.cal

Chrigtian Farmers Federation of Ontario: http:/Aww.christianfarmers.org/

Ontario Farm Anima Council: http:/Aww.ofac.org/

AGCae [Agriculturd Groups Concerned About Resources and the Environment]:
http://www.agcare.org/

The EFP is ddivered localy by the Ontario Soil and Crop Improvement Association
(http://Amww.ontariosoil crop.org/)

Technicd expertise is provided by the Ontario Minigiry of Agriculture, Food and Rurd Affairs
(http:/Amww.gov.on.cad OMAFRA/english/index.htm).

With over 20,000 participants since the program's inception in 1993, the EFP program has
been very successful in helping Ontario farmers adopt more environmentaly sustainable
practices S0 far. The EFP Incentive program has documented investments of $48 million in or+
farm improvements. The EFP program has aso won international recognition.

EFP Incentive: Up to $1500 per farm business is available to assst farmers making positive
environmenta changes identified in their EFP.



EFP Award Contest: Up to 6 winning entries will be selected each year by ajudging pand and
will receive a $1000 cash prize.

Operation Burrowing Owil

The Burrowing Owl is an endangered prarie grasdand species. Agricultura producers in
southern Saskatchewan are actively contributing to Burrowing Owl conservation by maintaining
nesting habitat, refraining from applying insecticides and rodenticides around nest Stes, and by
contributing to an annua Burrowing Owl census. Producer stewardship

activities are coordinated under Operation Burrowing Owl. Approximately 500 landowners in
the province participate in the program, receiving recognition in the form of gate sgnage and a
nomina financid incentive if they have five or more pairs of Burrowing Owls on their property.
Producers a so have access to information on additional conservation activities they may choose
to incorporate into their agriculturd operations through Operation Burrowing Owl newdetters.
Operaion Burrowing Owl was initiated in 1977 and is an ongoing program. Participants
include Nature Saskatchewan, World Wildlife Fund, Long Point Bird, Observatory (LPBO),
Saskatchewan Environment and Resource Management (SERM), Saskatchewan Lotteries,
Saskatchewan Conservation Data Center (SCDC) and The Optimist Society. For more
information visit: www.unibase.conv/~naturesk/obo.htm.

Permanent Cover Program

The Permanent Cover Program was a five-year program (1989-1994) that was offered to
farmers in the Prairie provinces and the Peace River region of British Columbia The man
objective was to convert margina lands under cultivation (Canada Land Inventory classes 4, 5,
and 6) to permanent forage or tree cover. Under this program, about 15 000 farmers converted
approximately 522 000 ha of margina, erosion-prone land from annua crops to permanent
cover under 10- or 21-year contracts.

The Permanent Cover Program is being integrated with the North American Waterfowl
Management Program (NAWMP) in aress of the Prarie provinces with high waterfowl
potentia. By participating in habitat conservation programs such asthe NAWMP, farmers have
helped secure up to 261 000 ha of waterfowl land (71 000 ha of wetlands and 190 000 ha of
grassed land).

Provincid and Teritorid |ncentive Programs

Provinces and Territories offer awide range of incentive programs to protect land qualifying as
important wildlife habitat, often working with agricultural producers and other private land users.
Some examplesinclude:



Alberta Buck for Wildlife Program

Manitoba Critica Wildlife Habitat Program

(www.gov.mb.calnatresiwildlife/managing/cwhp.html)

Manitobas Criticd Wildlife Habitat Program (CWHP) is a cost-shared partnership between
governments, and local and national conservation agencies which began in 1989. The god
of the program is to identify, preserve and manage the remaining critica wildlife habitats in
Manitoba, with a particular focus on upland aress.

The mgor partners in the program are Manitoba Conservation, Canadian Wildlife Service, the
Manitoba Naturaists Society, the Manitoba Habitat Heritage Corporation, World Wildlife
Fund, the Nature Conservancy of Canada and Wildlife Habitat Canada

The CWHP supports a variety of initiatives including private and municipa land stewardship,
natural resource inventories, land acquisition, land management and extension activities.

Saskatchewan Fish and Wildlife Development Fund

Nova Scotia Habitat Conservation Fund (Www.gov.ns.calnatr/wildlifelhabfund/)

The Nova Scotia Habitat Conservation Fund was established under the Nova Scotia
Wildlife Act to assig the funding of programs for the protection and enhancement of
wildlife and wildlife habitats. The Fund is organized under four objectives. Enhancemert,
Acquisition, Research, and Education. Each objective has a st of Priority Activities.
The Habitat Conservation Fund will partner in projects on a cost shared basis not to
exceed 75% of total project cost.

Quebec has recently adopted an Act Respecting Nature Reserves on Private Land which
will promote landowner contributions to biodiversty conservation.

In Ontario, there are three programs that provide tax incentives for land conservation. These
programs are desgned to promote long-term private stewardship for conservation and
management of lands, by providing tax credits or exemptions to digible participants:

Ontario Conservation Land Tax Incentive Program (CLTIP)

(www.mnr.gov.on.calmnr/cltip/)

The Consarvation Land Tax Incentive Program (CLTIP) is designed to recognize, encourage
and support the long-term private stewardship of Ontario's provinddly ggnificant
conservation lands by providing property tax relief to those landowners who agree to
protect the natura heritage values of their property. The current tax relief offered is 100 %
tax exemption on that eligible portion of the property.



The CLTIPisnot aland acquisition program. Participating landowners retain full ownership and
property rights. This program is dso not associated with Conservation Authorities or
Conservetion Authority properties.

Ontario Managed Forest Tax Incentive Program (MFTIP)
(www.mnr.gov.on.calMNR/forests/mftip/home.htm)

Ontario Farmland Taxation Policy Program.

DISINCENTIVES

The Canadian Environmenta Protection Act

The full title of the legidation is "An Act respecting the protection of the environment and of
human life and hedlth”, which clearly defines the purpose of the statute. Also, the Declaration of
the Canadian Environmental Protection Act dtates that "the protection of the environment is
essentid to the wdl-being of Canada’, underscoring the importance placed by the Government
of Canada on the concept of environmenta protection.

Key Elements
The Canadian Environmenta Protection Act has the following dements:

authority to control the introduction into Canadian commerce of substances that are new to
Canada;

authority to obtain information on and to require testing of both new substances and
Substances dready existing in Canadian commerce;

provisons to control al aspects of the life cycle of toxic substances from their developmert,
manufacture or importation, transport, distribution, storage and use, their release into the
environment as emissons a various phases of their life cycle, and their ultimate disposa as
waste;

authority to regulate fuels and components of fuels,

authority to regulate emissons and effluents, as wel as waste handling and disposal
practices of federa departments, boards, agencies and Crown corporations;

provisons to regulate federal works, undertakings and federa lands and weters, where
exiding legidation administered by the responsible federd department or agency does not
provide for the making of regulations to protect the environment;

provisons to create guidelines and codes for environmentally sound practices as well as
objectives setting desirable levels of environmenta qudity;

provisions to control sources of ar pollution in Canada where a violation of an internationa
agreement would otherwise result, or where the ar pollution affects another country and
reciproca legidation to control the sources of the pollution exigts,



provisons to control nutrients, such as phosphates, in water conditioners or cleaning
products, including detergents, which can interfere with the use of waters by humans,
animals, fish or plants;

provisions to issue permits to control dumping a sea from ships, barges, arcraft and man
made dructures (excluding normd discharges from off-shore fadlities involved in
exploration for, exploitation and processing of seabed mineral resources); and

authority to sgn agreements with provincia governments*® regarding adminigtration of the
Act.

*The term "provincial governments" or "provinces" includes territories as provided in the federal Interpretation Act.

Context

Protection of the environment is a responsibility shared by dl levels of government as well as by
industry, organized labour and individuas. For this reason, the Canadian Environmental
Protection Act gives the Miniser of the Environment the authority to conclude, with the
approva of the Governor in Council, agreements with provincid governments concerning the
adminigration of the Act.

In addition, the legidation dlows the Governor in Council, upon recommendation of the Minister
of the Environment, to recognize, by order, provincid requirements as equivaent to regulaions
promulgated under the Canadian Environmental Protection Act. The Act a0 requires the
Minigter to enter into agreements with the provinces whose requirements are recognized as
equivdent, to ensure enforcement of the equivdent provisons. This means that the province will
apply its equivaent requirements, rather than the nationa regulation made under the federd Act.

For the recommendation to the Governor in Council, specific criteria will be used to determine
equivaency. The factors to establish equivdency will include:

equa levd of control as sanctioned by law;

comparable compliance measurement techniques,

comparable pendlties,

comparable enforcement policies and procedures that are consistent with this Enforcement
and Compliance Policy; and

comparable rights of individuas, resdent in Canada, to request investigation of a suspected
offence and to receive areport of the findings.

In the annud report to Parliament on adminigtration of the Canadian Environmenta Protection
Act, the Minigter is required to include a specific accounting of the adminigration of federd-
provincid agreements for implementation of the Act, including those covering enforcement of
equivadent provincid requirements. Agreements will ensure that provinces enforcing al or any
part of the statute or their equivaent provisons, do so in amanner consstent with this policy. In
addition, the agreements will spell out procedures for measuring performance.

For more information, visit: http:/mww.ec.gc.calenforce/policy/englisvcepahtm.



CITESWAPPRITA

In Canada, Environment Canada (EC) is the lead agency responsble for implementing the
Convention on Internationd Trade in Endangered Species of Wild Faunaand Flora (CITES) on
behdf of the federd government. Within EC, the Canadian Wildlife Service (CWS) administers
CITES and interacts with provincid, territorial and other federd agencies. CITES sets controls
on the internationa trade and movement of anima and plant species that have been, or may be,
threatened due to excessve commercia exploitation. Such species are identified by the Parties
and liged in one of three appendices to the Convention, according to the level of control
required.

The Wild Animd and Plant Protection and Regulation of Internationd and Interprovincid Trade
Act (WAPPRIITA) is the legidative vehicle by which Canada mests its obligations under
CITES. It received roya assent on December 17, 1992 and came into force on May 14,
1996, when the Wild Anima and Plant Trade Regulations took effect.

The purpose of WAPPRIITA isto protect Canadian and foreign species of animals and plants
that may be at risk of overexploitation because of illega trade and to safeguard Canadian
ecosystems from the introduction of species consdered to be harmful. It accomplishes these
objectives by controlling the internationa trade and interprovincia transport of certain wild
animals and plants, as well astheir parts and derivetives.

WAPPRIITA aso makes it an offence to transport illegdly obtained wildlife between provinces
and territories or between Canada and other countries.

For more information, visit: http:/mww.cites.ec.gc.calcites/html/index.htm.

INDIRECT INCENTIVES

Canadian Code of Conduct for Responsible Fishing Operaions

The Canadian fishing industry has taken the lead in applying the Internationa Code of Conduct
for Responsble Fisheries adopted in 1995 by the United Nations Food and Agriculture
Organization. The Canadian Code of Conduct for Responsble Fishing Operations was
developed as a grassroots initiative by fishermen for fishermen and represents a fundamenta

change in Canada' s approach to achieving sustainable, conservation-based commercid fisheries
across the country. The grassroots developmert of the Code remains unique in the world, with
the broad-based involvement of al Canadian fishing organizations being the driving force behind
the development process. It is estimated that the Canadian Code of Conduct for Responsible



Fishing Operations has now been ratified or endorsed by fisheries fleets and organizations that
account for over 80% of Canada s commercid fish harvest.

Within the code, certain principles outline the incentives for fish harvesters to participate, eg. 1)
Fish harvesters will take appropriate measures to ensure fisheries are harvested and managed
responsibly to safeguard sustainable use of Canada's freshwater and marine resources and their
habitats for present and future generations of Canadians, and 2) Taking into account the
economic importance of the fisheries to indudtry participants and their communities, fish
harvesters will take gppropriate measures to pursue the ecologicd sustainability of Canadian
fisheries.

More information on the Code is available at:
www.ncr.dfo.calcommunic.fish_marn/code/eng/con_eng.htm.

Habitat Stewardship Program for Species at Risk

The Habitat Stewardship Program is a federd program that aims to enhance exigting and
encourage new conservation activities that foster land and resource use practices that maintain
habitat critica to the survival and recovery of identified species a risk. To be proactive and
prevent wildlife species from becoming at risk, the program aso contributes to habitat needs for
species of conservation concern.  Specific projects are directed by the federal government, and
are developed and funded in partnership with provinciad governments and a variety of nor:
government agencies.

Working through partnershipsis the key to making stewardship a successful conservation tool in
Canada. Federd and provincid governments encourage action by providing scientific
information and technical assgtance, as wdl as economic incentives. Nongovernmenta
organizations help private landowners and concerned citizens to identify and implement effective
sewardship activities. Many other partners are dso involved, including resource users, fishers,
Aborigind organizations, educationa inditutions, and community organizations.

The federa government has recognized the important role that stewardship plays in species and
habitat conservation by making stewardship a cornerstone of its three-part strategy to protect
gpecies a risk. In the spring of 2000, the federal government announced new funding for the
drategy, induding $45 million over 5 years for the Habitat Stewardship Program. More
information on the program 5 avaladle a
http://www.speci esatrisk.ge.calsar/medialback2_e.htm.

REMOVAL OF PERVERSE INCENTIVES

Nationa Forest Strateqy 1998-2003: Sustainable Forests, A Canadian Commitment




Strategic Direction Eight - Private Woodlots. A Growing Opportunity

ol

A review of the federa income tax system's effect on woodlot management was completed in
1992. Interest in implementation of the review's recommendetions has been limited, up to 1997.
Over-harvesting and reduced funds for slviculture in many provinces amplify the need to
remove disincentives or cregte incentives to sustainable management of woodlots.

Some information on woodlot resources and management has been developed in some
provinces, but it is generdly of lower qudity than information on public land. Lack of
information about harvesting and slviculture levels, combined with ddays in updating basic
resource inventories, has led to difficulties in estimating and managing for sustaingble yidds on
private lands. It is a mgor obstacle to efforts to develop landscape management strategies and
to move toward sustainable ecosystem management on private land.

Just as chalenges facing woodlot owners have increased since 1992, so have opportunities for
developing more profitable and productive woodlots. Demand for timber, recreation and other
products, including nortcommercia services such as clean water and attractive landscapes, is
increasing in most parts of Canada. A maor chalenge lies with incentives that would make
environmental and other non-timber investments economicaly feasible. Effective policies and
partnerships of associations and governments with other stakeholders will determine successin
reglizing the potentid of woodlots in the coming five years.

Framework for Action
We will increase the environmenta, economic, socid and culturd benefits derived from
woodlots;

8.1 By developing comprehensive strategies for the sustainable development of woodlots, which
will assess the woodlot sector in the forestry, socid and economic and environmental contexts,
identify barriers to sustainable development; and establish targets and funding commitments to
achieve the potentia of woodlots.

8.2 By edtablishing clear policies to address the chalenges stated in this strategic direction and
establish acalendar for action on:

incentives to invest in woodlot management including appropriate taxation and woodlot
management programs.

inventories of woodlot resources and land use;

far access to market, opportunities for value-added products and fair return for sae of
timber and other products;

slviculture and harvest standards to optimize output of afull range of forest products;

woodlot owner education, woodlot research and knowledge transfer appropriate to the
requirements of smdl-scae, multi-use forestry; and,

regiond landscape management and planning.



8.3 By implementing changes to the Federa Income Tax Act and to provincid and municipa
taxation which will contribute in a congructive way to invesments in and fair returns from the
sustainable development of woodlots.

ol

For more information, visit: http://nrcan.gc.calcfs/nfg/'strateg/control_e.html.

Usng the Income Tax Act of Canada to Promote Biodiversty and Sendtive Lands
Consarvation: Canadian Case Study on a National Tax Incentive Measures for Biodiversity
Conservation (invited case study for OECD Expert Group on Economics of Biodiversty)

Abstract

The removd of disncentives in Canada's federd Income Tax Act and the Quebec provincia

Loi de I'impdt sur le revenu du Queébec to foster donation of title or rights to ecologicaly
sendgtive lands is becoming an important new tool for biodiverdty conservation in Canada.

These fiscd initiatives are the result of concerted, joint action by cooperating agencies within
and outsde of the government sectors to green the income tax system.  This initiative which as
become known as "ecologicdl gifts' as resulted in over 4 000 ha of private lands being donated
mainly to registered charities. Each gift has been a remarkably vauable property in terms of
ecologicd characteridtics and often financidly. Over CA$11 million in gifts have been
completed to date [October 1997].

Author: Clayton Rubec, Habitat Conservation Division, Canadian Wildlife Service, Environment
Canada, Ottawa, Canada K1A OH3, clay.rubec@ec.gc.ca



