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Preface 
The proposed Clean Fuel Regulations will require fossil fuel primary suppliers (i.e., producers 

and importers) to reduce the carbon intensity (CI) of the fossil fuels they produce in and import 

into Canada. These proposed Regulations will also establish a credit market whereby the 

annual CI reduction requirement could be met via three main categories of credit-creating 

actions:  

• Compliance category 1: actions throughout the lifecycle of a fossil fuel that reduce its CI, 

by carrying out an Equivalent Carbon Dioxide (CO2e) emissions reduction or removal 

project in respect of fossil fuels. This document focuses on this compliance category. 

• Compliance category 2: the supply of low CI fuels  

• Compliance category 3: Specific end-use fuel switching in transportation 

Environment and Climate Change Canada (ECCC) has developed this Quantification Method 

Development Guidance Document to facilitate the understanding of the requirements pertaining 

to CO2e emissions reduction and removal projects in compliance category 1 and to provide 

more information on the development of the quantification methods provided by ECCC to 

determine the number of credits from eligible projects. 

The full text of the proposed Regulations and associated documents are available on the 

Canadian Environmental Protection Act Registry website:  

https://pollution-waste.canada.ca/environmental-protection-registry/regulations#page 

If you have questions about the proposed Clean Fuel Regulations, please contact the following 

email address: ec.cfsncp.ec@canada.ca. 

 

Disclaimer 
This document does not in any way supersede or modify the Canadian Environmental 

Protection Act, 1999 or the proposed Clean Fuel Regulations, or offer any legal interpretation of 

those proposed Regulations. Where there are any inconsistencies between this document and 

the Act or the Regulations, the Act and the Regulations take precedence.  

https://pollution-waste.canada.ca/environmental-protection-registry/regulations#page
mailto:ec.cfsncp.ec@canada.ca
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5 Clean Fuel Regulations: Quantification Method Development Guidance Document 

1.0 Introduction 
The proposed Clean Fuel Regulations (the proposed Regulations) will recognize actions that 

reduce a fossil fuel’s carbon intensity (CI) through Equivalent Carbon Dioxide (CO2e) emissions 

reduction or removal projects (“project”) at any point along the lifecycle of a fossil fuel. The 

ability of a project to create credits will be governed by a quantification method (QM) provided 

by Environment and Climate Change Canada (ECCC). This document provides guidance on the 

process ECCC and experts will follow to develop those QMs and criteria to assess additionality 

of project types.  

For more information on the requirements of a CO2e emissions reduction or removal project, 

please refer to the proposed Regulations, including sections 18 to 20 and 28 to 31. 

 

2.0 QM Priorities 
ECCC is undertaking the development of QMs for the following project types and will take into 

consideration existing emission reduction accounting methods or offset protocols in other 

jurisdictions: 

• carbon capture and storage; 

• low CI electricity integration; 

• enhanced oil recovery; and 

• co-processing of biocrudes in refineries and upgraders (“co-processing”). Please refer to 

Section 2.1 for more information on this QM.  

ECCC is also considering the following project type: 

• Use of low CI hydrogen as a feedstock in the production of fossil fuels to allow credits 

from multiple hydrogen pathways (after the publication of the final regulations in Canada 

Gazette Part II).  

ECCC is also developing of a generic QM for projects of a type for which there is no applicable 

QM. See Section 2.2 for more details. 

2.1 QM for Co-Processing of Biocrudes in Refineries and 
Upgraders 

The QM for Co-processing of biocrudes in refineries and upgraders will have a unique 

treatment, as low CI fuels that are produced should have a similar treatment as other low CI 

fuels that may create credits under compliance category 2. However, the QM will include further 

rules and verification requirements related to the volume of low CI fuels produced at the refinery 

or upgrader. This project type will be considered additional, that is, an action that goes beyond 

business-as-usual (further described in section 6.0) as long as other low CI fuels are eligible for 

credit creation under the proposed Regulations. Also, there is no end to the crediting period, 

similar to a compliance category 2 option under the proposed Regulations. Please refer to 
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sections 80 to 83 of the proposed Regulations for more information on compliance category 2. 

Furthermore, as is the case for compliance category 2, only fuels used in Canada will be eligible 

for crediting under this QM.  

2.2 Generic QM 

ECCC is developing a generic QM in order to help incent early investments and innovative 

technologies. A primary supplier may use credits created under this QM to satisfy up to 10% of 

its annual reduction requirement annually. Provided they meet the eligibility criteria, projects 

under this generic QM may include: 

• methane reductions that are additional to regulatory requirements 

• co-generation; 

• electrification; and 

• energy efficiency projects 

The additionality assessment outlined in section 6.0 would not apply to projects under this 

generic QM. Instead, separate and more streamlined additionality criteria will be developed and 

assessed at the project level. Note that Sections 3.0 to 5.0 on eligibility, crediting and the 

development process still apply to the generic quantification method. Table 1 summarizes the 

main differences between the Generic QM and all other QMs. 

Table 1: Generic QM vs All other QMs 

 Generic QM All other QMs 

Scope For which there is no 
applicable QM, such as, but 
not limited to: 

• methane reductions that 
are additional to 
regulatory requirements; 

• co-generation; 

• electrification; and 

• energy efficiency 
projects. 

• carbon capture and 
storage; 

• low CI electricity 
integration; 

• enhanced oil recovery; 

• co-processing of 
biocrudes in refineries 
and upgraders; and 

• any other QMs developed 
under section 5.0. 

 

% Limit on credits created to 
satisfy reduction requirement 

10% No limit 

Additionality Assessment At the Project Level, 
streamlined additionality 

criteria  

At the Project Type Level, to 
follow procedure indicated in 

section 6.0, except for co-
processing, which is 

considered additional. 
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3.0 Eligibility 
To be eligible for credit creation under the proposed Regulations, a project must: 

• result in the reduction, sequestration or use of CO2e emissions that are released at any 

point along the lifecycle of a fossil fuel or result in the sequestration or use of CO2e 

emissions that are captured from the atmosphere by means of a technology that 

involves a mechanical system (e.g. direct air capture); 

• be conducted in Canada; 

• determine its reduction, sequestration or use of CO2e emissions with a QM that is 

applicable to the project and provided by ECCC; and 

• have the action specified in the QM that allows the project to begin to reduce, sequester 

or use CO2e emissions occur on or after July 1, 2017. 

The following project types are not eligible for credit creation under the proposed Regulations: 

• The use of renewable or low CI fuels, electricity or hydrogen on sites if that fuel, 

electricity or hydrogen already created credits under the proposed Regulations; 

• The use of renewable hydrogen, produced from renewable natural gas, if that renewable 

natural gas already created credits under the proposed Regulations; 

• Changes in the type of crude oil or raw natural gas processed by a facility (e.g., 

switching from processing a heavy crude oil to a light crude oil or from a sour gas to a 

sweet gas); 

• Replacement of pneumatic devices; 

• Curtailment, that is the operational or physical change exclusively for the reduction or 

cessation of fuel production;  

• Maintenance activities; or 

• Current practices that would have occurred under a business-as–usual scenario (see 6.0 

Additionality Assessment). 

Furthermore, the QM for a type of project will: 

• be consistent with ISO Standard 14064-2 Specification with Guidance at the Project 

level for Quantification, Monitoring and Reporting of GHG Emission Reductions or 

Removal Enhancements;; 

• be based on data that are verifiable for a given period of time; 

• be based on emission factors that are considered by generally recognized scientific 

sources: 

o to be appropriate for the quantification of the reduction, sequestration or use of 

CO2e emissions for the type of project; 

o not to result in an overestimate of that quantification; 

• establish the time period after which the carrying out of the project ceases to create 

compliance credits (no less than 10 years); 

• set out data necessary to determine the compliance credits created each year for the 

project in operation; and 

• set out any applicable reporting and verification requirements in addition to those in the 

Regulations to apply to have the project recognized and to create credits annually. 
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4.0 Crediting 

4.1 Crediting Period 

Each QM must establish a crediting period. The crediting period will be 10 years for all projects, 

except for:   

• a project that is carbon, capture and sequestration, for which the crediting period will be 

20 years; and 

• a project that is co-processing, for which there not be an end to the crediting period  as 

long as other low CI fuels are eligible for credit creation under the proposed Regulations. 

A new application may be submitted for a one-time only extension of five years of the crediting 

period, using the QM published at that point. In other words, provided that the QM still exists 

and the project still meets the eligibility criteria, re-application for an additional five year crediting 

period is permitted. The application for the extension must be sent during the last year of the 

initial crediting period and must indicate any change from the content of the original application. 

If federal or provincial legislation is implemented which creates a legal obligation in scope of the 

project, no credits may be created for the legislated actions as of the date the requirements in 

the legislation come into force. It is important to note that if there were credits being created 

under the QM that are not covered by the legislation, that portion would continue to earn credits 

annually. During the review of an existing QM, if a QM is determined to be no longer additional 

for reasons other than legislation overlap and the QM is withdrawn, existing projects will still 

receive credits for the duration of the project. Please refer to sections 6.2 and 6.3 for more 

information on regulatory considerations and legislation overlap. Additionality will not be 

assessed during the review of the QM for co-processing, because of the unique treatment 

mentioned in section 2.1. No new applications or extensions will be accepted after a QM is 

withdrawn. 

4.2 Credit Creators 

The QM will specify the default credit creator and specific rules for aggregation, when 

applicable. The proposed Regulations will allow the credit creator to be transferred to another 

party. In other words, the registered creator may differ from the default credit creator if the 

project proponent enters into an agreement with another participant to create credits for the 

project (please refer to section 21 of the proposed regulations). 

These projects can be undertaken by primary suppliers or by other actors in the fossil fuel 

lifecycle. For carbon capture and use (CCU) and carbon capture and storage (CCS), 

combustion emissions captured from industrial facilities are eligible for credit creation in addition 

to fossil fuel facilities.  

If a project reduces the CI of fossil fuels in more than one fuel class, the credit creator will be 

allowed to select which fuel class the credits are created in, which could be a proportion split 

between the fuel classes, according to rules set out in the specific project type QM. These rules 

may include specifying: 
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• The proportion split between fuel classes for a given project; or 

• Which fuel class credits can be created or a minimum percentage of fossil fuel products 

in a particular class on an energy basis in order to allocate credits to that class. 

 

5.0 QM Development Process 
The steps in the QM development process and consultations is summarized in Figure 1 and 

detailed below. It is important to note that Steps 1 to 8 is followed for the development, 

modification or withdrawal of a QM.  
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1) QM (or modification 
or withdrawal of a 

QM) for a project type 
identified; parties may 

send request to 
develop proposals

2) ECCC reviews 
project types and 

prioritizes 
development of QMs

3) QM is developed, 
including technical 

information (contractor 
and experts may be 

used)

**3a) Consult → QM 
Expert Reviewers

4) Consult → PT 
Review

5) Consult → Broad 
Stakeholder Review:
TWG, proposed QM 

published for 
comments

6) ECCC finalizes QM 
(Contractors, experts, 
or expert reviewers 

may be used

7) Wrap Up – PT, 
TWG

8) Final QM Published 
on CFS Webpage

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Process and Consultations for QMs 

**Step 3a is only 
for new QMs not 
based on existing 

protocols/ 
methods, or in 

other situations in 
which QMs have 

not been 
extensively 

consulted and 
technically 
reviewed.  

*same process is followed for modifications or withdrawals of QMs 
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Step 1: New QM, modification of an existing QM or withdrawal of an existing QM 

New QMs will be developed by ECCC or a team of technical experts including ECCC 

representatives. ECCC will finalize and approve all QMs with input from experts and 

stakeholders. While ECCC will make the final determination, ECCC encourages parties to apply 

for approval to develop/revise a QM. Responsibilities of other parties would include: 

• Proposing the development/revision of QMs (by sending a formal proposal); 

• Coordinating research and information review; 

• Developing draft materials; and 

• Liaising with stakeholders to receive further input. 

The request to develop a QM for a given project type will be used by ECCC to assess the 

eligibility and feasibility of a project type under the proposed Regulations. The request must 

include: 

• An overview of the proposed action; 

• Assumptions; 

• Emission reduction or sequestration potential; 

• Rationale for why the QM is needed; 

• How the project type will result in emission reductions or removals in Canada; and 

• How the project type will meet additionality criteria including: 

o An explanation of how the activity is additional (e.g. regulatory requirements, 

discussion on business as usual, common practice, level of uptake, and barriers 

to implementation) along with applicable supporting documents and data; and 

o Information and data on capital and operating costs associated with the project 

type. 

A request to revise a QM must include: 

• The QM being considered and specific sections in the QM in question that the party 

proposes to revise; 

• A detailed description of the proposed revision and how it aligns with program 

requirements; 

• How the revised project type will meet additionality criteria; 

• Analysis and impact assessment of the revisions on the approved QM; and 

• Records and quantification methods applicable to the proposed revision, including the 

accuracy of the proposed approach relative to published quantification requirements and 

published science.  

A request to withdraw a QM must include: 

• The QM to be withdrawn; and 

• A detailed description and analysis of the rationale to withdraw the QM, including data 

and documentation demonstrating how the QM no longer meets the additionality criteria. 

QMs as well as their development process will be specified and maintained outside of the 

proposed Regulations. 
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Step 2 – ECCC reviews the project types and prioritizes the development of QMs 

Upon review of the project types, ECCC will notify any parties that have made requests if the 

project type does not meet the eligibility criteria or if information is missing. 

In the case of a modification or withdrawal of a QM, ECCC will notify existing registered projects 

regarding its intent to modify or remove the relevant QM. 

Step 3 – QM is developed, including technical information (contractor and experts may 

be used) 

If a request to develop a QM is selected, a team of technical experts, including ECCC 

representatives, coordinated by the party who submitted the proposal, will compile technical 

information including: 

• An explanation of the project type, including a clear description of the actions generating 

the emission reduction or sequestration; 

• Best practice guidance used to support the activity. This may include offset protocols 

from other jurisdictions; 

• Mechanisms for addressing permanence and leakage; 

• Review of science, relevant research, and/or technology appropriate to the activity; 

• Example calculations; 

• Record requirement to demonstrate emission reduction, sequestration or use; 

• Assessment of and justification for the baseline scenario selected; and 

• Evaluation of sources, sinks, and reservoirs in the baseline and project conditions. 

ECCC has final decision on approving, modifying or withdrawing a QM. 

Step 3a Consult  QM Expert Reviewers 

For new QMs not based on existing protocols or methods, or in other situations in which the QM 

has not been extensively consulted and technically reviewed, expert reviewers will be selected 

to support the development of the QMs.  

As specific expertise is required for each project type, the expert reviewers may be different for 

each QM. The following is the proposed composition of expert reviewers (up to 18 members): 

• 1 chair from ECCC 

• 2 other governmental representatives i.e. Natural Resources Canada, ECCC, National 

Research Council Canada, etc 

• 4 Provincial/Territorial members  

• 3 members from academia, Environmental Non-Governmental Organizations (ENGOs) 

(with expertise in oil and gas sector, in the project type or in GHG accounting) 

• 2 project type experts 

• 1 member with the upstream oil and natural gas expertise 

• 1 member with the refining expertise  

• 1 member with natural gas distribution expertise (when the project is relevant for the 

natural gas sector) 

• 1 member with the transmission pipeline expertise (when the project is relevant for the 

natural gas sector) 
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• 1 member with the biofuel expertise (when the project is relevant for the biofuel industry) 

• 1 Verification expert or standing offer/contract – must show expertise in ISO 14064-3 

(Verification of CO2e Reduction or Removal Projects) 

ECCC will launch a call for academia, ENGOs, project type experts and a verification expert. 

Provincial and Territorial (P/T) members will be delegated by the Clean Fuel Standard (CFS) 

P/T Committee. Although the selection of QM expert reviewers is limited, as per Step 5, broader 

consultations will be conducted. 

Steps 4 to 8 – Consultations – Finalization – Publication 

The P/T committee and the CFS Technical Working Group (TWG) will have an opportunity to 

comment on the draft QM. After receiving and considering these comments, the proposed QM 

will be published on ECCC’s website for further comment. ECCC will review comments and 

finalize the QM, in which contractors, experts or expert reviewers may be used. ECCC will 

inform the P/T Committee and the TWG of the major modifications prior to publication on the 

CFS webpage in order to close the loop. 

In the case of a modification of a QM, ECCC will notify existing registered projects when they 

must use the revised QM. This would be the case when legislation is implemented which 

partially overlaps with activities in the QM. In other cases, such as when more accurate data or 

emission factors become available, existed registered projects may continue to use the previous 

QM. However, when the QM references external data sources such as emission factors, the 

most up to date information must be used and this is not considered a modification.  

 

6.0 Additionality Assessment 
ECCC will not provide a QM for a project type that is considered current practices that would 

have occurred under a business-as-usual scenario, in other words, for a project type that is not 

additional.  A project type must generate emission reductions or removals that are real and 

incremental to a defined base case (i.e., additional) for each QM. The additionality assessment 

presented here does not apply to the generic QM or co-processing. For co-processing, the 

project type will be considered additional, as long as other low CI fuels are eligible for credit 

creation under the proposed Regulations. The additionality assessment will be conducted by 

ECCC for each other QM: 

• During the development of a new QM; and 

• During the review of an existing QM. 

The decision to review an existing QM is made: 

• Using a risk-based approach; 

• Taking into consideration stakeholder input; 

• When the ongoing assessment of the legal and regulatory landscape identifies a new 

legislation that is implemented or an existing legislation that is amended that impacts 

activities associated with one or more QM (see Figure 3 and section 6.3). 

The additionality assessment will take into account many factors, including: 
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1. Regulatory Considerations (i.e., whether an action is required by other laws or 

regulations). When this criterion is not met, the project type is not considered additional. 

2. Emissions (real net reductions). When this criteria is not met, the project type is not 

considered additional. 

3. Penetration rate and/or technological barriers (of the technology or practice). When this 

criterion is not met, the project type must consider Financial barriers. 

4. Financial barriers. When this criterion is not met, the project type is not considered 

additional. This criteria is only considered in cases in which the project type failed to 

meet the criteria listed in #3. 

Figure 2 outlines these factors in a flow chart. More details on each of these factors are 

indicated in sections 6.1 to 6.6.  

It is important to note that ECCC has final decision on the results of the additionality 

assessment during the QM development or review processes. While ECCC will make the final 

determination, stakeholders are invited to provide verifiable information and data to support the 

assessment.  
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Figure 2: Additionality Assessment for the Development or Review of QMs 
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6.1 Consideration of Carbon Pricing 

A project that overlaps with the compliance requirements or enables the creation of credits 

under federal, provincial or territorial carbon pollution pricing systems (i.e. performance credits, 

surplus credits, allowances, etc.) will be eligible for credit creation under the proposed 

Regulations, if there is an applicable QM for the project type or if the project meets the eligibility 

and streamlined additionality criteria of the generic QM. For example, actions by a fossil fuel 

supplier (such as a refinery) to reduce its emissions by installing more energy efficient 

technology will reduce its exposure to carbon pollution pricing: it will either pay less or will be 

able to earn credits that it can sell to others covered by the pricing system. It also has the 

potential to create credits that can be used or sold for compliance under the proposed 

Regulations. In the case where financial barriers are being assessed for a project type, the 

federal, provincial, or territorial carbon price will be taken into account (see section 6.6).  QMs 

will not be developed for project types that are not considered additional based on the 

additionality assessment  (emissions, penetration rate, technological barriers, financial barriers).  

6.2 Regulatory Considerations 

Regulatory overlap will be assessed by reviewing proposed and existing federal and provincial 

legislation at the time of: 

• The new QM development; or 

• The review of an existing QM. 

Actions that are part of a project type that are legally required by other federal or provincial laws, 

regulations, by-laws or directives are not additional. No QM will be provided by ECCC when 

proposed or existing legislation fully overlap with the actions that are part of a project type. 

The scope of the QM will be adjusted when proposed or existing legislation overlap with actions 

that are part of the project type, but the opportunity may remain to realize reductions outside or 

beyond the legal requirements. The QM will require that a specific project application include a 

list of applicable provincial or federal legislation. 

The following project types are not considered to be legally required: 

• A project type that overlaps with the compliance requirements or enables the creation of 

credits under federal, provincial or territorial carbon pollution pricing systems; 

• A project type that overlaps with BC’s Low Carbon Fuel Standard, such as co-

processing biocrudes at a refinery. 

The proposed Regulations allow for credit creation opportunities, even if a given project 

generate credits in another program (e.g., voluntary, federal or provincial offset programs). 

However, it is important to note that different programs may decide not to provide credits for the 

same actions. For example, projects creating credits as of registration of the final Regulations 

will not be able to seek credits under the Federal Greenhouse Gas Offset System for the 

emission reduction / removals achieved by the sources, sinks or reservoirs included in the 

scope of the project. Stakeholders seeking clarity should contact the programs they are 
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interested in to determine if CFS credit creation would make a project ineligible for that 

particular program. 

6.3 Ongoing Assessment of the Legal and Regulatory 
Landscape for Existing QMs 

When the ongoing assessment of the legal and regulatory landscape identifies a new federal or 

provincial legislation or an existing legislation that is amended that impacts actions associated 

with one or more QMs, this would trigger the review of the applicable QM. The process to 

review the existing QM is outlined in Figure 3. First, any new or modified federal or provincial 

legislation that affects an existing QM is identified. This includes new or existing laws, 

regulations, by-laws or directives (federal, or provincial) that have been implemented or 

amended that may apply to actions within a QM. ECCC will notify stakeholders of its intent to 

review the QM in light of the proposed new or amended federal or provincial legislation. ECCC 

will determine overlap between new legislation and the existing QM or impacts to additionality. 

After this determination, the existing QM is withdrawn, updated or maintained. ECCC will then 

notify stakeholders of the determination. Along each step of this process, stakeholders will have 

the opportunity to review and provide comments based on a process that is similar to that of a 

development of a QM, as indicated in Figure 1. 
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Figure 3: Example - Ongoing Assessment of the Legal and Regulatory Landscape for Existing QMs 
 

1) New or modified 
legislation that affects an 

existing QM?

2) ECCC to notify 
stakeholders

3) ECCC determines overlap 
between new legislation and the 

existing QM or impacts to 
additionality

4) Existing QM is withdrawn, 
updated or maintained based on 

determination

5) ECCC notifies 
stakeholders of 
determination

Includes new or existing laws, regulations, by-laws or directives 
(federal or provincial) that have been implemented or amended 
that may apply to actions within a QM 

of its intent to review the QM in light of  
 the new or amended legislation 

Based on 
consultation that 
is similar to the 

development of a 
QM 
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6.4 Emissions   

QMs will only be developed for project types that have the potential of generating net CO2e 

emission reductions or removals and that are quantifiable. QMs will not be developed for project 

types that can create credits under other compliance categories in the proposed Regulations 

(e.g. supplying low CI fuels and specified end-use fuel switching in transportation). 

The concepts of permanence and leakage will be considered during QM development to ensure 

that emission reductions or removals are real. If, as a result of a project type, emissions are 

simply shifted outside of the project boundary and result in a net increase in emissions, a QM 

will not be developed for the project type (leakage). Project boundaries will be defined carefully 

and emissions along the lifecycle of the project type will be considered. A project must result in 

a permanent emission reduction or removal.  

6.5 Penetration Rate and Technological Barriers 

Penetration rate refers to the rate at which a new technology has been adopted by a given 

sector. The penetration rate must be less than 5% or no more than 5 entities. As long as one of 

these criteria is fulfilled, then no further assessment of additionality is needed. The penetration 

rate recognizes that in some sectors with few entities, the 5% may be more easily exceeded 

and provides flexibility of no more than 5 entities as an alternative threshold. 

In general, the penetration rate will be determined in accordance with Equation 1.  

Equation 1:Penetration Rate  

𝑃𝑒𝑛𝑒𝑡𝑟𝑎𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒 =  
#𝑒𝑛𝑡𝑖𝑡𝑖𝑒𝑠 𝑡ℎ𝑎𝑡 ℎ𝑎𝑣𝑒 𝑖𝑚𝑝𝑙𝑒𝑚𝑒𝑛𝑡𝑒𝑑 𝑟𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛 𝑎𝑐𝑡𝑖𝑣𝑖𝑡𝑦

# 𝑜𝑓 𝑒𝑛𝑡𝑖𝑡𝑖𝑒𝑠 𝑖𝑛 𝑠𝑒𝑐𝑡𝑜𝑟
< 5%  

𝑜𝑟 # 𝑒𝑛𝑡𝑖𝑡𝑖𝑒𝑠 𝑖𝑛 𝑠𝑒𝑐𝑡𝑜𝑟 ≤ 5 

The number of facilities in a sector that report to the Greenhouse Gas Reporting Program 

(GHGRP) or to provincial programs will be considered when determining the number of entities 

in a sector, the denominator in the first part of Equation 1. 

The number of entities that have implemented the reduction activity and the number of entities 

in a sector may be revised based on evidence that some facilities may not be on the same 

playing field. Examples include: 

• New vs existing facilities; the penetration rate of a given technology may be vastly 

different for a new facility versus an existing facility. 

• In Enhanced Oil Recovery, facilities that are a farther distance from a CO2 pipeline are at 

a larger disadvantage than those that are closer. 

In addition, for some project types, the situation may arise where Equation 1 is not the most 

appropriate method to determine the penetration rate. Another metric may be used and 

documented. For example, for renewable electricity, the penetration rate could be determined 

by dividing renewable electricity production by total electricity production.  
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In situations in which sufficient information is not available to calculate the penetration rate or 

the penetration rate is exceeded, the project type must consider other technological barriers. A 

technological barrier is one that causes a high risk of technological failure. At least one 

significant barrier must be demonstrated and documented. Examples include: 

• First of its kind in Canada (when sufficient information is not available to calculate the 

penetration rate); 

• Pre-commercial; 

• Skilled labour to operate/maintain is not available; or 

• Lack of infrastructure for implementation or maintenance of the technology. 

A technological barrier must be demonstrated by relevant documentation. Examples of relevant 

documentation include:  

• Scientific literature; 

• Technology or market studies; 

• Relevant statistical data; 

• Technology manufacturer information; 

• Proof that no education/training institution in Canada provides the needed skill; or 

• Proof that no expatriate workers could reasonably be hired in Canada to implement the 

technology or process if there is an absence of relevant skills in Canada. 

If no technological barrier is demonstrated, financial barriers must be considered. The details of 

this process are shown visually in Figure 4.
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Figure 4: Penetration Rate and Technological Barriers 
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6.6 Financial Barriers 

For a financial barrier to exist, it must be demonstrated that a project type is not economically or 

financially feasible without the revenue from the creation or the sale of credits under the 

proposed Regulations. This means that the revenue from the credits under the Proposed 

Regulations will provide a material contribution to the project type. Multiple criteria may be 

assessed, including the abatement cost of the technology and the rate of return. The period of 

assessment should reflect the period of expected operation of the project. The applicable 

carbon price for that period of assessment must be taken into account. This includes the price of 

carbon at both the federal and provincial level since a given project type could apply in any 

province and some provinces have the federal carbon pricing system in place, and some have 

their own. Funding under federal, provincial, territorial or municipal mechanisms may be taken 

into account at the project type level. The financial barriers will be assessed at the project type 

level based on available information from various sources such as academic literature, 

conference proceedings, cost and benefit analysis from other regulations and verifiable data 

provided by stakeholders.  


	2-Clean Fuel Regulations - Quantification Method Development Guidance Document .pdf
	Preface
	Disclaimer
	1.0 Introduction
	2.0 QM Priorities
	2.1 QM for Co-Processing of Biocrudes in Refineries and Upgraders
	2.2 Generic QM

	3.0 Eligibility
	4.0 Crediting
	4.1 Crediting Period
	4.2 Credit Creators

	5.0 QM Development Process
	6.0 Additionality Assessment
	6.1 Consideration of Carbon Pricing
	6.2 Regulatory Considerations
	6.3 Ongoing Assessment of the Legal and Regulatory Landscape for Existing QMs
	6.4 Emissions
	6.5 Penetration Rate and Technological Barriers
	6.6 Financial Barriers





