Taking Action – A National Clean Fuels Strategy
VIA ON-LINE SUBMISSSION: eccc.climat-climate.eccc@canada.ca
September 23, 2016
Environment and Climate Change Canada
Climate Policy Office
14th floor, Fontaine Building
200 Sacré-Coeur Boulevard
Gatineau QC K1A 0H3
Dear Ministers of the Environment,
Re: Pan-Canadian Framework on Clean Growth and Climate Change – A National Clean Fuels Strategy
We are writing to follow up on the subject consultation regarding Canada’s new path forward on climate
change and clean economic growth. Our submission integrates action on carbon pricing, fuels regulation, and
natural resources cleantech investment to strategically target transport greenhouse emissions and assure long
term growth and viability of Canada’s bio-cleantech sector.
Advanced Biofuels Canada/ Biocarburants avancés Canada
Our organization promotes the production and
use of low carbon advanced biofuels1 in Canada, which our members supply across North America and globally.
Our members have invested in biofuels processing and supply chain operations across Canada.

Clean Fuels Strategy: An integrated ‘Clean Fuels Strategy’ includes three key elements, which combine
market-based carbon and compliance price signals with firm regulatory signals, to deliver greenhouse gas
reductions in transport fuels by 2030.2 Importantly, the strategy will be effective on tackling rapid
emissions growth in Canada’s most challenging transport sectors (e.g. heavy duty transport trucking,
aviation, marine, rail, and non-electrified light duty vehicles).
The strategy begins by re-designing Canada’s nascent carbon pricing systems to ensure that the ‘carbon
price’ reflects fuel carbon emissions and that the price signal is visible to consumers. Compliance credit
eligibility and trading complements public investment to create competitive conditions to attract the
necessary investment capital to build and operate low carbon advanced biofuel and bioproduct
production facilities. The strategy leverages and expands on existing investments in petroleum refineries,
agricultural processing plants and forestry mills, and supply chain infrastructure across Canada’s natural
resource sectors from coast to coast (energy, agriculture, forestry, and waste management).

1

Advanced biofuels have GHG reductions of at least 50% below comparable fossil fuels, and are made from
renewable biomass. Canada has approximately 750 M litres of advanced biofuels production capacity.
2
While the strategy is focused on transportation fuel energy, it could be integrated within a more comprehensive
‘biocleantech’, or bioenergy, framework that incorporates heat and power.
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To be effective, Canada’s Clean Fuels Strategy must directly address the three primary barriers impeding
progress on transportation greenhouse gas emissions: (i) implement consistent market signals for lower
carbon fuels; (ii) remediate design shortcomings in Canada’s current carbon pricing schemes; and (iii)
create level market conditions for Canadian industry to compete successfully over the long term with the
policies, regulations, and funding programs in place in the United States.
Targeted Outcomes: With effective design and timely implementation, the Clean Fuels Strategy can
achieve these outcomes by 2030:





Greenhouse gases: eliminate over 30 million tonnes of C02e (in 2030)
Investment of $3 billion in new advanced biofuel production facilities and fueling infrastructure
Increase new advanced biofuel production capacity by over 2.6 billion litres/year
Support Canada’s rural and natural resource communities:
o 3.3 million tonnes/year of agricultural commodities
o 2.85 million tonnes/year of biomass residues and municipal solid wastes
o Build resilience to protect and grow jobs in forestry, agriculture and bio-cleantech

Key Strategy Elements:
The Clean Fuels Strategy requires three key elements to mutually
reinforce Canada’s climate, energy, and economic development goals.
i.

Carbon Pricing on Transport Fuels – implement a national carbon levy on transportation fuels that
is:
a. Based on the full lifecycle greenhouse gas emissions (carbon intensity) of all fuels
b. Transparent, predictable, and visible to consumers and fuel market suppliers

ii.

Clean Fuels Standard – amend the federal fuel regulations to:
a. Progressively reduce GHG emissions from 2020 to 2030
b. Increase minimum blending levels of sustainable biofuels
c. Improve compliance flexibility by including all lower carbon fuels, refining improvements
d. Create a transparent compliance credit market, with firm eligibility and cost containment

iii.

CleanTech Growth – reinvest transportation sector carbon funds to building low carbon fuel
production capacity and infrastructure through:
a. Capital support for expanding advanced biofuel production capacity and supply chain
infrastructure
b. Performance-based production credits for low carbon advanced biofuels (including
biocrude-based fuels) based on full lifecycle emissions
c. Expanded use of refundable tax credits, accelerated depreciation, capital grants, and
research funding to support and expand Canada’s cleantech innovation ecosystem (e.g.
BioFuelNet, SDTC, SR&ED, ACCA)

Appended to this letter, we have provided more detail to the above framework and a summary of how
the Clean Fuels Strategy will work to drive investment, jobs, and growth in advanced biofuels production.
Other sectors – electric vehicles, natural gas, transit, and other alternative low carbon fuel choices – will
benefit as well. Based on the successful BC experience, we have modeled transport fuels markets to 2030.
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Summary:
Canada has reached out to engage Canadians, provinces, territories and First Nations on
climate action. Active consultations on carbon pricing, fuels regulation, and clean technology investments
are progressing. Advanced Biofuels Canada welcomes a broad collaboration with all parties; we will reach
out to low carbon fuel and energy/climate stakeholders to seek their input on the Clean Fuels Strategy,
and work towards building a strong national consensus for action.
The Clean Fuels Strategy will set the stage for effective reductions and management of greenhouse gas
emissions across all transportation fuels sectors. In so doing, Canada can meet its commitments for 2020
to 2030 reductions, and set the stage for meeting our longer term targets to 2050. And, acting on transport
greenhouse gas emissions offers even greater benefits for Canadians: we will protect and strengthen our
rural and resource dependent communities; we will expand fuel choice and improve market competition;
and, we will improve the quality of the air we breathe by reducing harmful fossil fuel emissions.
We look forward to the outcome of your work on the Pan-Canadian Framework on Clean Growth and
Climate and congratulate you, and your departments, for the hard work and progress to date!
Respectfully submitted,

Doug Hooper, Director Policy & Regulation
Advanced Biofuels Canada / Biocarburants avancés Canada
cc:

Hon. Shannon Phillips
Hon. Mary Polak
Hon. Catherine McKenna
Hon. Catherine Cox
Hon. Brian Kenny
Hon. Perry Trimper
Hon. Wally Schumann
Hon. Margaret Miller
Hon. Johnny Mike
Hon. Glen Murray
Hon. Robert Mitchell
Hon. David Heurtel
Hon. Herb Cox
Hon. Wade Istchenko
Liz Dykman

aep.minister@gov.ab.ca
env.minister@gov.bc.ca
ec.ministre-minister.ec@canada.ca
minsdev@leg.gov.mb.ca
elg/egl-info@gnb.ca
perry.trimper@gov.nl.ca
Wally_Schumann@gov.nt.ca
Minister.Environment@novascotia.ca
environment@gov.nu.ca
Minister.MOECC@ontario.ca
romitchell@gov.pe.ca
ministre@mddelcc.gouv.qc.ca
env.minister@gov.sk.ca
environment.yukon@gov.yk.ca
ldykman@ccme.ca

Submitted:
1. Climate Action - Consultation
http://letstalkclimateaction.ca/canada-s-approach-to-climate-change
2. Clean Technology in Canada’s Natural Resource Sectors - Consultation
http://www.letstalkcleanresources.ca/cleantech
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BACKGROUNDER: Clean Fuels Strategy
Carbon Pricing on Transport Fuels:
Overview:
Introduce a national carbon price on transportation fuels that effectively prices
transport fuel emissions (carbon intensity-based, transparent, predictable, visible).
Recommendations:
i.
Carbon levy value of $30/tonne of C02e emissions in 2020
ii.
Progressive, incremental carbon levy rate increases subject to alignment with global efforts &
mitigation of impacts on the Canadian economy
iii.
Carbon levy based on full lifecycle emissions of all fuels (e.g. GHGenius (gC02 e /MJ))
iv.
Levy applied on domestic fuel production and fuel imports (e.g. align with CEPA RFS reporting)
v.
Carbon price ‘labeling’ at wholesale, distribution, and retail sales levels (no GST or PST applied to
the carbon levy)
vi.
Integrate/align with provincial carbon pricing systems
vii.
Align carbon pricing systems on transport fuel with US and Mexico3
viii.
Direct transportation ‘carbon funds’ to reduce transport emissions in all transport sectors
Clean Fuels Standard:
Overview:
Amend the federal renewable fuels regulations under the Canadian Environmental
Protection Act (CEPA) to assure greenhouse gas (GHG) emissions reductions through 2020 to 2030, and
provide additional compliance flexibility.
Recommendations:
i.
20% reduction in transportation fuels GHG emissions by 2030:
a. Effective January 1, 2020; incremental reductions from 2020 to 2030
b. Establish minimum performance standards for renewable fuels:
i. GHG reduction threshold of 50%
ii. Renewable biomass eligibility
c. Align with BC RLCFRR design and framework
d. Utilize ‘cleantech credits’ for voluntary actions such as refinery improvements, biocrude
utilization, infrastructure expansion, etc. (e.g. similar to Part 3 Agreement structure in
BC RLCFRR (25% max.))
ii.
Increase renewable fuel minimum blending levels:
a. Revise CEPA RFS to incrementally increase blending levels from 2017 to 2020
b. Gasoline – 10%, with minimum requirement for advanced biofuels
c. Diesel – 5%
iii.
Compliance flexibility:
a. Include all transport fuels (fossil, renewable, alternative)
b. Carbon intensity based on GHGenius, per energy unit (gC02 e/MJ)
3

US has no national carbon price on transport fuels. Mexico applies a carbon tax on transport fuels at point of production or
import: http://www.ieta.org/resources/Resources/Case_Studies_Worlds_Carbon_Markets/mexico_case_study_may2015.pdf

Office: +1 (604) 947-0040

www.advancedbiofuels.ca

4

iv.

v.

Compliance credit market:
a. Market-based trading to establish price and transaction transparency
b. Streamline eligibility for product developers/producers
c. Cost containment mechanism
Build a strong foundation for long-term success:
a. Government should support and maintain the integrity and impartiality of GHGenius to
affirm full lifecycle carbon emissions of all fuels eligible under the clean fuels standard
b. Establish a national fuels registry, compliance reporting portal (federal/provincial), and
energy systems database to provide timely, accurate public information on Canada’s
transportation fuels systems and progress on climate emissions reductions
c. Negotiate alignment with US/Mexico on North American transportation fuels
policies/regulations to ensure open, competitive access to transport fuel markets

CleanTech Growth: Building Capacity & Use of Lower Carbon Biofuels
Overview:
Leverage Canada’s natural resource economy and energy infrastructure to build out the
production and use of low carbon fuels in Canada.
Recommendations:
i.
Federal-provincial-territorial co-funding model to support regional interests/assets and de-risk
Canada’s agricultural, forestry, and waste management sectors (e.g. Growing Forward model)
ii.
Performance-based production credits for low carbon biofuels (including bio-crude and biojet
fuels) based on full lifecycle emissions, per energy unit (e.g. GHGenius)
iii.
Competitive conditions require parity with US market, tax, and program policies:
a. Blender’s Tax Credit (biodiesel/renewable diesel)
b. Producer’s tax Credit (cellulosic ethanol)
iv.
Stable commitments (tax-based, or 10-year programs) on supply chain expansion:
a. Capital support for novel advanced biofuel production facilities and expanding supply
chain infrastructure
b. Performance-based production credits for low carbon advanced biofuels or biocrudebased fuels based on full lifecycle emissions
c. Expanded use of refundable tax credits, accelerated depreciation, capital grants, and
research funding to support and expand Canada’s cleantech innovation ecosystem (e.g.
BioFuelNet, SDTC, SR&ED, ACCA)
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Clean Fuel Standard – Federal Compliance Model (20% by 2030)
The chart below presents potential compliance pathways for achieving a 20% greenhouse gas emissions
reduction in Canadian transportation fuels (between 2020 to 2030). Use of sustainable, lower carbon
renewable fuels would increase from approximately 6% of fuels in 2015 to 20% by 2030.

1

Notes:

Alternative fuels in proportional composition under a national Clean Fuel Standard to data extrapolated from BC
Renewable and Low Carbon Fuel Requirements Regulation compliance modeling estimates to 2030.
‘Cleantech Credits’ (comparable to Part 3 credits in BC LCFS) are limited to 25% of annual compliance credit
requirements, and are not counted towards estimated GHG reductions of Clean Fuels Strategy. However, refinery
efficiency improvements, adoption of biocrude, etc. will lower greenhouse gas emissions.
Petroleum gasoline and diesel fuel consumption is forecast to increase by 1% per year from 2015 – 2030.
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Advanced Biofuels Production Potential – 2030
(Indicative)
Current
2016
Additional 2030
(Indicative)

Plant Capacity
(litres/year)
Capacity

Renewable Diesel
Biodiesel + HDRD
Biojet
731,000,000
1,150,000,000

Advanced Ethanol
MSW & Cellulosic

Emerging Biofuels
Biocrude

38,000,000
332,500,000

19,000,000
1,126,000,000

1.88 BL

370 ML

1.35 BL

11
4

1
9

1
14

15

10

15

935,000
3,300,000
250,000
500,000
-

100,000
875,000

30,000
2,000,000

$700 M

$1.1 B

$1.2 B

Total Capacity
Production Plants
Plants

Total Plants
Maximum Feedstock
Utilization
(tonnes/year)
Oilseeds
Fats/UCO
Biomass Residues / MSW
Capital Expenditures
New CAPEX $ (estimate)
2030 Results

Total New Production Capacity:

2.6 billion litres / year

Total New Capital Investment:

$3 billion

Eliminated Transport GHGs:

32 million tonnes / year
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