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The Québec Taxation Review Committee  
makes public its report 

 
Adhere to the logic of sustainable development 

 
Québec City, March 19, 2015 – The Québec Taxation Review Committee is 
proposing a major tax reform that adheres to the logic of sustainable development. 
The committee supports eco-taxation and has formulated several concrete proposals 
concerning the fuel tax and electricity rates, and reliance in the longer term on eco-
taxation. 
 
The advantages of eco-taxation 
The committee is of the opinion that, to remedy market failures, eco-taxation has 
advantages that regulations do not. It makes it possible to internalize negative 
externalities in the price of a good or service. It increases government revenues. It 
can enhance economic efficiency, in particular if the revenues drawn from eco-
taxation lead to lower income tax. 
 
The fuel tax on gasoline and diesel and certain motor vehicle registration fees 
In the December 2014 Update on Québec’s Economic and Financial Situation, the 
government announced an increase in the additional fees on vehicles equipped with 
high displacement engines. The committee supports this increase, which is in 
keeping with the logic of sustainable development. Considering the recent increase, 
the committee does not recommend an additional increase in the motor vehicle 
registration fee on vehicles equipped with high displacement engines.  
 
An additional motor vehicle registration fee is also levied on luxury vehicles. The 
additional fee acts as a luxury tax but also constitutes a form of eco-taxation. Indeed, 
luxury vehicles usually consume more fuel. The committee recommends that motor 
vehicle registration fees for vehicles with a value of more than $50 000 be increased 
and that electric vehicles be exempted from the fee, regardless of price, to 
emphasize the fee’s ecological nature. The proposal would generate $11 million in 
tax revenues annually. 
 
Gasoline used for transportation is a significant source of greenhouse gases. 
Transportation by automobile also engenders traffic congestion problems whose 
economic consequences are considerable. These negative externalities warrant 
levying significant taxation to change behaviour. Accordingly, the committee 
recommends that the fuel tax on gasoline and diesel be increased by 1 cent per litre 
per year for five years to send a clear signal to promote reduced consumption and to 
give taxpayers time to adapt, thereby ultimately generating annual revenues of 
$600 million. 
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Electricity rates 
Québec benefits from electricity rates that are lower than in most other jurisdictions. 
The low rates are advantageous for consumers. They nonetheless imply lower 
revenues for the government, which is Hydro-Québec’s sole shareholder, in addition 
to failing to encourage reduced consumption. 
 
The committee has formulated two recommendations concerning electricity rates in 
Québec that generate additional revenues. First, it is proposing that the cost of 
heritage pool electricity be increased by 0.8 cent per kilowatt-hour. Were customers 
that pay the large power industrial rate (L rate) to be exempted, the average rate 
increase would stand at 1 cent per kilowatt-hour on average for the rest of the 
clientele. Next, the committee recommends a tax on overconsumption of household 
electricity. 
 
By combining the two measures that the committee is proposing with regard to the 
residential sector, the average annual electricity bill would increase by $108 for a 
five-and-a-half room dwelling unit and by $664 for a big house. The price of electricity 
in Québec would still be lower than elsewhere. The two measures would generate 
$705 million in revenue. 
 
Initiate longer-term reflection 
In the longer term, the committee recommends that Québec better integrate the 
principles of sustainable development through eco-taxation and the application of the 
user pay principle or the polluter pays principle. To this end, it recommends that the 
government closely monitor research and experience in the realm of eco-taxation 
both abroad and in Canada and Québec to collect as much information as possible to 
maximize the benefits that Québec society could derive from such taxation. Some of 
the changes demand reflection and more thorough discussion. The definition of the 
new energy policy that the government has announced affords a significant 
opportunity to undertake such reflection. 
 
The Québec Taxation Review Committee 
At the conclusion of eight months of deliberations, the Québec Taxation Review 
Committee is making public its final report, entitled Focusing on Québec’s Future. 
The committee presents its deliberations and reflections in the six volumes of the 
report and formulates 71 recommendations to the government leading to a major 
reform of the tax system. Chaired by Luc Godbout, Director of the Département de 
fiscalité at the Université de Sherbrooke, the committee comprised specialists in the 
realms of taxation and public policy and representatives of the business community. 
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