VIA EMAIL: ec.ministre-minister.ec@canada.ca

September 22, 2017

Honourable Catherine McKenna

Minister of Environment and Climate Change Canada
200, boul. Sacre-Coeur, 21 Floor

Gatineau, Quebec K1A OH3

Dear Minister McKenna,

Re: Clean Fuel Standard — A Blueprint for Success

We, the undersigned, are writing this letter in response to the development of a national Clean Fuel
Standard (CFS) under the Pan Canadian Framework on Clean Growth and Climate Change (PCF).

Collectively, we are writing to express our support for taking the following steps to progress the CFS
through the design, analysis, and implementation stages:

i. Implement a proven transport fuel CFS design at the outset
ii.  Conduct further analysis on the stationary fuel CFS before selecting a final design option for
these fuels
iiii. Enhance RFS measures (federally and provincially) to support an orderly market transition and
enable CFS feasibility to 2030
iv. Implement and align federal and provincial clean energy funding/tax programs to capture
economic growth and jobs in the Canadian clean fuels markets

Background

The governments of Canada adopted the CFS as one of four key measures to address transportation
greenhouse gas emissions in the PCF accord. The objective of the CFS is to achieve 30 megatonnes of
annual reductions in greenhouse gas emissions in 2030 from transportation fuels, and from fuels used in
industry, homes, and buildings.

Since January 2017, ECCC has consulted with a broad range of stakeholders on the design framework for
the CFS. However, the process has lacked definition of design options and a detailed analysis. Further,
over the past two years, the Government of Canada (GOC) and other provincial and territorial
governments have advanced other climate action measures, including carbon pricing systems (carbon
tax/levy, output-based systems, cap & trade), energy efficiency programs, offsets protocols, and fuels
regulations. Many of these parallel policies and processes are a ‘work in progress’, with undefined
regulatory designs and lacking an assessment of impacts.



Key CFS design concerns that have been identified and widely expressed are:

e Effectiveness of design option in achieving greenhouse gas reductions
e Cumulative financial impact on Canadian households, businesses, and industry
e Competitiveness of Canadian industry with our trade partners

Given the suite of climate action measures under development and the likelihood of cross-cutting
impacts, it is clearly a very complex environment in which to develop and advance an effective CFS
design framework. The undersigned parties have participated in the CFS design consultation and have
considerable experience and expertise to address the key concerns. We recommend the GOC take a
pragmatic path forward to ensure effective design and implementation of the CFS.

Clean Fuel Standard: Effective Design Measures

The following recommendations were developed to guide the Government of Canada, and provincial
and territorial governments, in adopting effective Clean Fuel Standard regulatory measures under the
Pan Canadian Framework on Clean Growth and Climate Change.

1. Transport Fuels - set specific carbon reduction requirements to 2030

a. Mandate a 10% reduction in transport fuel greenhouse gas emissions from 2015 by
2030 (target reductions => 20MT)

b. Implement the 10% mandate with progressive, annual carbon intensity reduction
requirements from 2020-2030

c. Mirror proven design framework of established LCFS/RFS regulations (BC model)

d. Establish a national compliance credit, trading, and reporting system for transport fuel
credits that utilizes established practices in other North American markets

2. Stationary Fuels — review design options to meet reduction requirements to 2030

a. Conduct a detailed evaluation, with industry and governments, of fuel specific standards
(e.g. a renewable natural gas (RNG) mandate) vs. the CFS approach for stationary fuels
(target reductions => 10MT)

b. Incorporate current design of federal/provincial/territorial carbon pricing and other
climate action measures into the evaluation of CFS impacts

c. Analyze cumulative impacts of CFS regulatory options and other climate action
measures on Canadian households, businesses, and industry

d. Select final CFS design approach and implement progressive, annual carbon reduction
requirements for stationary fuels

3. Renewable Fuel Standards(RFS) — improve established regulations

a. Enhance the federal/provincial renewable fuel standards to mandate biofuels blending
to levels necessary to support CFS transport fuel requirements

b. Adopt gaseous fuels (RNG, renewable hydrogen) in the regulatory scope

c. Establish a national compliance regulatory reporting system for fossil, renewable and
alternative fuels used in Canada

d. Review federal/provincial RFS regulations in 2025 to assess future direction (with
respect to status and performance of CFS in all fuel sectors)



4. Clean Innovation - secure clean energy investment, economic growth, and jobs
a. Align federal/provincial/territorial public investment and tax programs to target an
increase in the production and use of lower carbon renewable and alternative fuels in

Canada

b. Leverage regional natural resource strengths (energy, forestry, agriculture) through
provincial/territorial deployment, where appropriate
c. De-risk clean energy investment through commitment to long term, stable policies and

programs

We welcome the opportunity to, individually or collectively, meet with you to discuss these
recommendations in more detail. We look forward to collaborating with you and your staff, and all
stakeholders, on the work ahead to implement the Clean Fuel Standard.

Sincerely,

daal—

lan Thomson, President
Advanced Biofuels Canada
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Scott Stanners, Ph.D., Executive Director
BC Bioenergy Network Association
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Joseph Galimberti, President
Canadian Steel Producers Association
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Ken Magnus, CEO
Atlantic Canada Bioeconomy Council

Jennifer Green, Executive Director
Canadian Biogas Association

Richard White, Chief Executive Officer
Canadian Canola Growers Association
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Jim Everson, President
Canola Council of Canada
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Robert Laroque, Senior Vice President
Forest Products Association of Canada

Warren Mabee, Professor & Head
Queen’s University (Geography & Planning)
Canada Research Chair, Renewable Energy
Development & Implementation

Cc:

Federal Ministers:

N

Merran Smith, Executive Director
Clean Energy Canada
Simon Fraser University Centre for Dialogue

Rod Badcock
Nova Scotia Innovation Hub

e/

Jack Saddler, Professor & Dean Emeritus
UBC (Forest Products Biotechnology/Bioenergy)

Task Leader, IEA Bioenergy Task 39 (Liquid Biofuels)

Honourable Navdeep Bains, Minister of Innovation, Science and Economic Development Canada

ised.minister-ministre.isde@canada.ca

Honourable Jim Carr, Minister of Natural Resources Canada

minister@nrcan-rncan.gc.ca

Honourable Marc Garneau, Minister of Transport Canada

mintc@tc.gc.ca

Honourable Lawrence MacAulay, Minister of Agriculture and Agri-Food Canada

minister ministre@agr.gc.ca




Provincial Counterparts:

Honourable George Heyman, Minister of Environment and Climate Change Strategy, British Columbia
env.minister@gov.bc.ca

Honourable Shannon Phillips, Minister of Environment and Parks, Alberta

aep.minister@gov.ab.ca

Honourable Dustin Duncan, Minister of Environment, Saskatchewan

env.minister@gov.sk.ca

Honourable Rochelle Squires, Minister of Sustainable Development, Manitoba
minsdev@leg.gov.mb.ca

Honourable Chris Ballard, Minister of Environment and Climate Change, Ontario
minister.moecc@ontario.ca

Honourable David Heurtel, Minister of Sustainable Development, Environment and the Fight Against
Climate Change

ministre@mddelcc.gouv.qc.ca

Honourable Serge Rousselle, Minister of Environment and Local Government, New Brunswick
elg/egl-info@gnb.ca

Honourable lain Rankin, Minister of Environment, Nova Scotia

minister.environment@novascotia.ca

Honourable Robert Mitchell, Minister of Communities, Land and Environment, Prince Edward Island
rimitchell@gov.pe.ca

Honourable Eddie Joyce, Minister of Municipal Affairs and Environment, Newfoundland and Labrador
ejoyce@gov.nl.ca

Honourable Pauline Frost, Minster of Environment, Yukon

environmentyukon@gov.yk.ca

Honourable Robert C. McLeod, Minister of Environment and Natural Resources, Northwest Territories
Robert C MclLeod@gov.nt.ca

Honourable Joe Savikataaq, Minister of Environment, Nunavut

JSavikataag@gov.nu.ca

Liz Dykman, Senior Coordinator, Climate Change, Canadian Council of Ministers of the Environment
Idykman@ccme.ca




