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September 28, 2026

The Honourable Jason Nixon

President of Treasury Board and Minister of Finance
Government of Alberta

Edmonton, AB

Re: Alberta Fuel Tax Relief and Auto Propane

Dear Minister Nixon,

On behalf of the Canadian Propane Association (CPA), | am writing to follow up on our previous
request that Alberta review and reduce the provincial motor fuel tax on auto propane. The
Government of Alberta's September 22 announcement that it will suspend the 13¢/L provincial
fuel tax on gasoline and diesel effective October 1 provides important affordability relief for
Albertans. However, once again, auto propane has been excluded from the Fuel Tax Relief
Program. Effective October 1, gasoline and diesel will be taxed at 0¢/L, while LPG used for
motive purposes will continue to be taxed at 9.4¢/L. For Alberta's propane consumers and
businesses, this creates a significant disparity. Alberta is one of Canada's largest producers of
propane, yet Albertans choosing to use this locally produced fuel for transportation will
continue paying provincial fuel tax while gasoline and diesel consumers receive full relief.

CPA raised this issue with government in November 2025, recommending a reduction in the
auto-propane tax and highlighting the significant difference between Alberta and other
jurisdictions. Ontario eliminated its auto-propane tax in July 2025, while Québec has not
applied a provincial tax on auto propane since 1997. The latest Alberta decision further
increases the effective tax differential faced by auto-propane consumers.

1. An Opportunity to Grow Alberta's Domestic Propane Market

Reducing Alberta’s auto-propane tax should be viewed not simply as foregone revenue, but as
an opportunity to grow the market for an Alberta-produced fuel. A lower rate could improve
the economics of auto propane, encourage greater fleet adoption and expand the taxable base
— allowing increased fuel volumes to partially offset the reduction in revenue per litre. Alberta
is particularly well positioned to capture this opportunity. In 2024, the province produced
approximately 255,200 barrels of propane per day, more than three times its domestic demand
of 81,500 barrels per day. Growing auto-propane use among municipal, delivery, construction,
logistics and other fleets would create additional domestic demand while supporting
investment in vehicle conversions, fueling infrastructure, distribution and servicing.

The policy choice is not simply about collecting less tax on existing volumes; it is about whether
a more competitive tax rate can grow the market, generate broader economic activity and
create more value in Alberta from a resource Alberta already produces in abundance.
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2. Transportation Is Not Sharing in Alberta's Propane Growth

The case for reviewing the tax is also supported by recent market trends. While Alberta's
overall propane industry is growing, transportation has not experienced the same growth as
other propane markets. Recent data available to CPA indicates transportation demand
remained essentially flat at approximately 0.69 kb/d in 2024, while propane demand increased
across mining and oil and gas, agriculture, commercial, residential and manufacturing
applications. We recognize that this does not establish that the provincial tax is responsible for
stagnant transportation demand. However, it raises an important competitiveness question: if
propane demand is growing elsewhere in Alberta, why is transportation not participating in
that growth? Tax policy is one factor worth examining, particularly when the provincial tax
treatment now creates a direct disadvantage for propane relative to gasoline and diesel.

3. A Different Approach to the Revenue Question

Based on the best data currently available to us, we estimate Alberta collects approximately
$5-15 million annually from the propane motor fuel tax. We would welcome the opportunity to
work with officials to validate that estimate and better understand the government's actual
revenues from motive-use LPG. A smaller tax applied to a larger and growing market could
offset a portion of the direct revenue impact. More importantly, increased adoption would
create economic benefits elsewhere in Alberta through additional fuel sales, fleet investment,
fueling infrastructure, equipment, maintenance and employment.

4. A Practical Path Forward
CPA's preferred approach remains the elimination of Alberta's auto-propane tax, consistent
with Ontario and Québec. However, we recognize that government may prefer a measured
approach. CPA would therefore welcome consideration of a phased reduction in the 9.4¢/L
rate, accompanied by a defined review period. Government could measure the impact of a
lower rate against clear indicators, including:

e growth in litres of motive-use propane sold in Alberta;

e provincial fuel-tax revenue;

e new propane fleet vehicles and conversions;

e investment in fueling infrastructure; and

e broader economic activity associated with propane distribution and servicing.

This would allow Alberta to test whether a lower rate can stimulate sufficient market growth to
offset some of the direct revenue impact, rather than assuming that current consumption
would remain static following a tax change.

This is a made-in-Alberta opportunity. Alberta produced more than three times as much
propane as it consumed in 2024, and production is expected to continue growing over the
coming decade. Yet, beginning October 1, the province will charge 0¢/L on gasoline, 0¢/L on
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diesel and 9.4¢/L on motive-use LPG. We believe that warrants reconsideration. The question
for government is whether Alberta is better served maintaining a relatively high tax on a small
transportation market, or whether a more competitive rate could help build a larger domestic
market for an abundant Alberta-produced resource — supporting affordability, investment and
economic activity while potentially growing the underlying tax base.

CPA would welcome the opportunity to meet with you and your officials to discuss the proposal
and work together on modelling the fiscal and economic impacts of a reduced rate.

Sincerely,

Kt fochun

Katie Kachur
Vice President, Government Relations, West
Canadian Propane Association
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