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Introduction

Advanced Biofuels Canada/ Biocarburants avancés Canada is pleased to provide commentary and
recommendations for attracting cleantech investment to Canada, and improving operating conditions
for domestic firms.

About Our Organization

Advanced Biofuels Canada/ Biocarburants avancés Canada is the national voice for producers,
distributors, and technology developers of advanced biofuels in Canada. Our members are global
leaders in commercial production of advanced biofuels and technology development, with over 14
billion litres of installed annual production capacity worldwide. Since 2005, we have played a leadership
role in the development of federal and provincial renewable and low carbon fuel standards. Our team
also represents industry’s interests in the design and deployment of carbon pricing schemes, fuel quality
standards, international standards setting, and programs and tax policies to support advanced biofuels
production and use. Our members and staff work collaboratively with governments, industry
counterparts, and non-governmental organizations to support clean economic growth and development
and effective climate action policies.

For more information, please visit: www.advancedbiofuels.ca

http://www.advancedbiofuels.ca/
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BARRIERS

1. Renewable Fuel Regulation

Environment Canada brought into force in 2010 and 2011 regulations requiring minimum renewable
content in gasoline and diesel respectively. The Renewable Fuel Regulation (RFR) obligates
producers and importers of gasoline and diesel to use only those biofuels, biofuel feedstocks, and
production pathways prescribed in the regulation. The RFR provides those parties that are obligated
to comply with limited, prescribed compliance options.

Narrowly prescriptive regulations promulgated under the Clean Air Protection Act (CEPA) – the RFR
an example – pose an overarching barrier to cleantech adoption. The RFR prescribed the use of
technologies, feedstocks, and biofuel types that had been commercialized pre-2010, but made no
allowance for innovation and commercialization that followed. This is not an insurmountable
problem; provisions in federal regulations can prescribe the processes for approval of new
compliance options.

Four specific aspects of the RFR have substantially dampened the adoption of renewable fuels and
undermined the objective of the regulation.

A. Renewable fuel type

The RFR prescribes only ethanol, biodiesel, and ‘a liquid fuel … produced from one or more
renewable feedstocks…’

Emerging renewable fuels such as dimethyl-ether are not eligible for credit generation.

Specific provisions in the regulation relative to co-processed fuels a can accommodate a liquid
feedstock (e.g. lipid), but do not allow a gaseous input (e.g. renewable natural gas) to produce a
renewable portion of gasoline or diesel.

B. Feedstocks

The RFR has no provision for adding new feedstocks. A renewable fuel made from fermented
industrial off-gases (https://www.lanzatech.com/), for example, does not qualify, nor does one
made from direct CO2 air capture (https://carbonengineering.com).

C. Labelling and Record Keeping

The RFR has onerous labelling requirements for biodiesel blends in excess of 5%. These have
been a barrier to the adoption of 20% blends (‘B20’) that are prevalent in the US, where no such
requirements exist. The inflexible nature of the RFR prevents the labelling text to be amended to
reflect changes in the fuels markets and reflect changes in CGSB standards.

Existing regulatory requirements or practices that impede economic development, competitiveness, or
growth for the clean technology sector

http://www.lanzatech.com/)
http://www.lanzatech.com/)
http://www.lanzatech.com/)
http://www.lanzatech.com/)
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Marketers of ‘high renewable content fuels’ are also required to maintain records beyond those
required for lower-level blends.

D. Credit transactions (trading)

Only primary suppliers (fossil fuel refiners, importers) are permitted to acquire compliance
credits. This limits the number of participants in the credit market and has made prices and
volumes opaque (and therefore of little value to incenting the voluntary generation of credits).
Excluding other parties from acquiring and holding credits has created a monopsony, where a
small number of buyers can control key attributes of a market (e.g. demand, price).

Further, there is no provision in the RFR for ECCC publication of compliance credit transactions
(aggregated, non-confidential). The biofuels industry has identified visibility on credit market
exchanges as important to their ability to properly function. Numerous regulatory markets have
implemented functional credit market systems (e.g. US RFS2 RINs, CA LCFS credits); these have
enabled markets to expand fuel choice, increase supply, improve competition and lower
regulatory compliance costs and fuel prices at the pump.

ABFC recommendations:

I. Federal regulations should specify the process for approval of new feedstocks, biofuel types,
etc. and the formulae for credit generation. Regulations should not prescribe a list without a
process to amend the list.

II. Provisions related to what are largely commercial matters – e.g. fuel labelling – should be
outside the scope of regulation and, beyond reference to compliance with established
industry practices such as those maintained by the Canadian General Standards Board, left
to external bodies such as these.

III. Federal regulations that are intended to leverage market-based mechanisms, such as
compliance credit trading, should not restrict participation in the market.

IV. Timely publication of compliance market data (aggregate volumes and prices) should be
required in the regulation.

2. Multiple reporting platform requirements

Federal and provincial regulations for renewable or clean fuel often require similar information.
This information can relate to

• renewable content (%)

• carbon intensity (grams Co2e/MJ)

• biofuel production pathway documentation

• feedstocks

• verification reports

• audit requirements

• etc
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The administrative overhead to report into different portals is an unnecesary non-value-added
expense for firms in the cleantech space. Most of these firms are a fraction of the size of fossil
fuel companies.

ABFC recommendations:

I. ECCC and provincial counterparts should establish a common pan-Canadian framework for
shared reporting, capable of accommodating unique provincial requirements and a core of
shared requirements

II. Extend the Single Window Information Management (SWIM)1 system, a common
federal/provincial reporting portal, to cover all reporting requirements under federal and
provincial fuel regulations (especially, RFS and LCFS type requirements)

1 https://www.canada.ca/en/environment-climate-change/services/reporting-through-single-window.html

http://www.canada.ca/en/environment-climate-change/services/reporting-through-single-window.html
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1. Combined fossil and non-fossil clean fuel standards

Since early 2017, ECCC has been working with stakeholders to develop a Clean Fuel Standard (CFS);
in June 2019 it published the Proposed Regulatory Approach.2

The non-fossil sector (e.g. biofuels, electric vehicles) has provided ECCC with evidence, including
modelling projections, showing that most, if not all of the 30Mt target (2030) will be met with
actions entirely in the fossil fuel supply chain (crude oil, gas processing, refining). This will result in
no new non-fossil cleantech investments in Canada. It will also erode actual emissions reductions
under the CFS, as most fossil fuel improvements will have already been accounted for in federal or
provincial output-based pricing systems.
No other jurisdiction (national, sub-national) has attempted to develop a CFS-type standard that
requires reductions in solid, gaseous, and liquid fuels within one regulation. The CFS design breaches
the recommendations set out in the NRCan Generation Energy report of 20183. The report made a
distinction between policies to produce cleaner fossil fuels and policies to use more renewable fuels.

The proposed CFS has veered away from successful, proven regulatory designs (e.g. LCFS regulations
in CA, BC) that focus on reducing the carbon intensity of transportation fuels only. The CFS design
does not address market failures integral to the fuel supply system and the un-level playing field
facing non-fossil low carbon fuels (e.g. market concentration, with attendant barriers to market
access and pricing power).

The proposed CFS design will not set Canada on a deep decarbonization path post-2030, particularly
in the challenging transportation sector, and will likely impose a higher cost on Canadians than a
more traditional ‘low carbon fuel standard’ such as the successful BC regulation.

ABFC Recommendations:

To realize new (incremental) GHG reductions and incent new non-fossil clean fuel development in
new regulations,

III. Create separate stringent regulations, with separate reduction targets, for fossil fuels and
for non-fossil clean fuels.

IV. Ensure that the regulations employ robust market-based mechanisms such as compliance
credit trading and transparent, timely market activitydisclosure.

V. Align as closely as is practical with the low carbon fuel standard regulation frameworks
adopted at the provincial (e.g. BC) and internationally (e.g California) to enable efficient
supply chains for low carbon fuels and reduce market risk for producers

2 https://www.canada.ca/en/environment-climate-change/services/managing-pollution/energy-production/fuel-
regulations/clean-fuel-standard.html
3 https://www.nrcan.gc.ca/climate-change/canadas-green-future/generation-energy/20093

Federal regulations that create barriers for existing or emerging technologies, processes, or products in
the clean technology sector

http://www.canada.ca/en/environment-climate-change/services/managing-pollution/energy-production/fuel-
http://www.nrcan.gc.ca/climate-change/canadas-green-future/generation-energy/20093
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2. Excise tax – motor fuels

The federal government charges an excise tax at a flat rate of 10 cents per litre on gasoline (in effect
since 1995) and 4 cents per litre on diesel (in effect since 1987).4

There are three core barriers in the excise tax treatment of biofuels:

a. Fossil fuels such as propane and natural gas fuels (LNG, CNG) are exempt
b. Electric vehicles are exempt
c. Taxes are inappropriately applied on a volumetric basis (vs. energetic).

Most of these barriers are repeated in provincial fuel tax systems.

Ethanol has ~33% lower energy content than sub-octane gasoline, and biodiesel and hydrotreated
renewable diesel (HDRD) have ~8% lower energy density than diesel. Biofuels with lower energetic
content (MJ/litre) require more volume to deliver the same energy service; as a result, biofuels are
taxed at an effectively higher rate per unit of function (e.g. $/100 km driven).

Applying excise taxes (federal and provincial) to biofuels on a volumetric basis has added additional
windfall tax revenues to governments of $1.5 billion from 2010 through to the end of 2017 on a
Canada-wide basis.5 Requiring personal, commercial, and industrial fuel users to pay more in taxes
on fuels that meet important climate action goals is counter-productive. A tax system that
disadvantages biofuels undermines other government regulations (e.g. Clean Fuel Standard, Output-
based Pricing System).

ABFC recommendations:

VI. Apply federal excise tax on an energetic basis
VII. Apply federal excise tax on all motive fuels in orderto

a. provide a level playing field for all fuels (fossil, alternative)
b. provide a stable tax base as the profile of motive energy transitions from gasoline and

diesel to low-carbon fuels (and adopt the new structure before alternative motive fuels
assume significant market share)

4 https://www.nrcan.gc.ca/our-natural-resources/domestic-and-international-markets/transportation-fuel-prices/fuel-
consumption-taxes-canada/18885

5 https://www.naviusresearch.com/publications/2019-biofuels-in-canada/

http://www.nrcan.gc.ca/our-natural-resources/domestic-and-international-markets/transportation-fuel-prices/fuel-
http://www.naviusresearch.com/publications/2019-biofuels-in-canada/
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3. Common Lifecycle assessment (LCA) models

Federal and provincial governments have used the GHGenius LCA model for decades. This made-in-
Canada, open source and globally respected model has been widely adopted by governments, fuel
producers, and the verification community.

Within the proposed CFS development process, ECCC has out-sourced to a US firm the development
of an entirely new LCA model that it proposes to bring into immediate regulatory compliance use at
the outset of the CFS implementation in 2022.

Stakeholders, including provincial governments, have advised ECCC that a new LCA model increases
the risks associated with cleantech investments. They have also advised ECCC that GHGenius – an
ISO-compliant LCA tool – is fully adaptable to the proposed CFS (and any other carbon intensity-
based regulation).

More than 60% of Canadian transportation fuels and energy systems are subject to provincial
regulations that rely on the GHGenius model (i.e. AB, BC, ON). The transition to a new model is
unnecessary, will be expensive, introduces new risk to cleantech investment, and may strand
existing investments. For example, if the new model determines – possibly arbitrarily - to have
materially different carbon intensity profiles than those derived from Canada’s existing sole LCA
tool, an existing biofuel supply chain (feedstocks, fuel production, distribution) may be
compromised.

ABFC Recommendation:

VIII. Maintain use of GHGenius for federal and provincial regulation
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1. Fuel sustainability

Federal fuel regulations will increasingly incorporate measures or performance requirements (e.g.
minimum thresholds) for compliance eligibility.

ABFC recommendations:

To ensure that Canadian developments utilize best practices and maintain competitiveness, ABFC
recommends that current and future efforts:

IX. Recognize Canadian supply chains, based on evidence- and science-based data
X. Utilize and harmonize existing data and reporting requirements, where possible
XI. Align with US and established market sustainability standards to streamline processes

XII. Design systems for fuel and feedstock traceability that recognize that Canadian facilities will
service multiple markets

2. Biofuel verification/audit requirements,etc.

Updated renewable fuel regulations, such as the Clean Fuel Standard being developed by ECCC, will
incorporate verification and audit requirements. Some of these requirements will duplicate
reporting requirements under other regulatory measures (e.g. output-based pricing system, fuels
reporting) and regulatory synergies are needed to reduce administrative burdens and costs. In
Canada, our regulatory permitting and reporting systems have ensured performance systems, data,
and reporting are robust; new verification and audit requirements should leverage established data
and systems, rather than imposes new requirements.

ABFC recommendations:

XIII. Emerging regulations should rely on existing Canadian supply chain data collected by the
Government of Canada to support the performance of our renewable fuel feedstock sectors
(e.g., forestry, agriculture) against accepted, science-based sustainability metrics

Regulatory support for innovation in the clean technology sector, including opportunities for regulatory
experimentation (e.g. pilots or regulatory co- development) in support of clean technology
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