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On behalf of the Canadian Propane Association (CPA) and our 400 members representing a 
multi-billion-dollar industry that supports Canadians and communities across the country, I am 
pleased to offer our recommendations to the Finance Committee as it prepares for the 2026–27 
fall budget. 

Canada is facing a period of significant economic and trade uncertainty. Strengthening our 
competitiveness, attracting investment, improving affordability, and building a more resilient 
economy have become increasingly important priorities.  

Found in every community, Canada’s propane industry is well positioned to contribute to those 
objectives. 

Canada has an abundant supply of propane and well-developed infrastructure capable of 
delivering it across the country by truck, rail, and pipeline. Propane is portable, cost effective 
and a lower-emission alternative to heating oil and diesel. It provides reliable energy for homes, 
businesses, and industries, particularly in rural, remote, and Indigenous communities and other 
areas where natural gas is unavailable and electricity is limited and/or costly. 

The industry is also an important contributor to Canada’s economy. It supports more than 
21,000 direct jobs across extraction, production and refining, transportation and distribution, 
equipment manufacturing, sales, and marketing, with jobs in every region of the country. 

Each year, the Canadian propane industry contributes $7.3 billion to Canada’s GDP and 
generates approximately $2.6 billion in government revenues. 

Propane is also an important Canadian export. More than 60 per cent of Canada’s propane 
production is exported. While the United States remains our largest market, exports to Asia 
have grown significantly since 2018 and now account for 40 per cent of exports to international 
markets. Japan, China, and South Korea are important and growing markets for Canadian 
propane. 

At a time of increasing trade uncertainty, the CPA is working closely with industry partners to 
ensure propane’s role in Canada’s energy security, affordability and economic competitiveness is 
recognized and protected. The federal government has an important role to play in those 
efforts. For example, Canadian businesses that rely on imported U.S. equipment and parts need 
access to predictable and timely tariff relief. 

Despite being a Canadian-produced, affordable, and secure energy source that is increasingly 
valued in international markets, propane remains underutilized in federal policy at home. 

Propane already serves a wide range of essential applications, including home heating, 
transportation, agriculture, mining, construction, food production and backup power during 
emergencies and severe weather. Yet there are opportunities to make greater use of this 



Canadian energy resource to support families, businesses, government operations, and 
communities while strengthening the economy. 

The federal government has identified economic growth, affordability, competitiveness, and 
Canada’s long-term prosperity as priorities for the upcoming budget. The recommendations 
contained in this submission identify practical ways the propane sector can help advance those 
priorities. 

Expanded use of propane can create and sustain Canadian jobs, support economic growth, 
strengthen energy security, reduce pressure on electricity systems, and provide affordable 
energy options for families and businesses across the country. 

The CPA looks forward to working with the federal government on a budget that strengthens 
Canada’s economy and helps build a more resilient, competitive, and prosperous country. 

Recommendations 

1. Expand affordable, lower-emission energy choice for all Canadians. 

Many remote and Indigenous 
communities, as well as rural 
households, face higher energy 
costs, reliability challenges, and 
elevated emissions due to 
reliance on diesel-based heating 
systems.  

A study done by Statistics 
Canada for NRCan in 2023 
showed that energy poverty is 
more prevalent in provinces and 
territories without access to 
natural gas. The 2021 Census 
showed that 822,000 
households in Canada (5.6%) 
were energy poor, with significantly higher rates in Atlantic Canada (ranging from 10.7% to 
13.7%).” 

According to a recent report by Efficiency Canada, nearly two million Canadian households are 
experiencing energy poverty. Over 300,000 households in Atlantic Canada alone face that 
challenge with Newfoundland and Labrador recording the highest rate at 31%. 

Source: Efficiency Canada 



Part of the solution is to offer all Canadians affordable energy choice. In its response to the 
National Strategy for an Electrified Canadian Economy, the CPA noted that propane should be 
included in the strategy. It is an affordable energy choice, reflects regional needs, is 35-40% 
cheaper than heating oil, and with much lower emissions.  

Perhaps most relevant, propane provides hybrid energy solutions when supporting electric heat 
pumps which will reduce impact on the grid, provide lower energy bills, and ensure energy 
security for Canadians no matter where they live. A key take away from the final report by Net 
Zero Atlantic (Nova Scotia) noted that a high adoption of hybrid heating could cut winter peak 
electricity demand by about 77 MW by the year 2040. In Ontario, its Energy for Generations 
plan includes rebates for hybrid propane/heat pump systems. 

RECOMMENDATION: Make propane/electric hybrid systems eligible under National Strategy 
for an Electrified Canadian Economy. 

2. Expand the use of scalable and lower emission propane within National Defence. 

 
Propane has a 
significantly lower 
lifecycle carbon intensity 
compared to diesel and 
heating oil. It is also 
scalable to any project 
size. The expanded use 
of propane (72g/mj) and 
renewable propane (12.8g/mj) in replacing diesel supports 
Department of National Defence (DND) efforts to meet federal Greening Government targets 
(reducing GHG emissions by 40% by 2030 and reaching net-zero by 2050) and reduces the 
environmental footprint of bases and other DND infrastructure.  
 
Switching from heating oil/diesel to propane on federal property alone can reduce GHGs by 
approximately 38%. Propane also acts as an efficient backup for renewable systems like solar or 
wind and during electrical grid failures during extreme weather. 
 
The Department of National Defence has indicated that propane is “currently used in select 
defence applications, particularly in remote installations and temporary facilities where its 
portability, reliability and independence offer clear operational benefits”.  
 
In the fiscal year 2024-2025, DND’s liquid propane consumption totalled approximately 
2,799,304 litres. The department has said it remains open to exploring expanded use of 
propane where it aligns with operational needs, sustainability goals, and value for Canadians. 

CFB Gagetown, NB 



RECOMMENDATION: Expand the use of propane and renewable propane by prioritizing the 
conversion of DND heating and backup power systems from high-carbon diesel/heating oil.  

3. Include propane fleets in federal transit funding and financing programs. 

Auto-propane (autogas) can reduce life cycle GHG emissions by 20–25% in light-duty vehicles 
compared to gasoline or diesel. It is 
particularly effective for medium- and 
heavy-duty vehicles (Class 3-7) where 
electric options may not yet be viable or 
remain heavily dependent on diesel (school 
buses) due to high costs, range challenges, 
infrastructure shortages, and market 
availability. Currently there is no mechanism 
that will allow propane to be included in 
any lower emission transportation program 
within the federal government for private 
fleets or public/school transportation fleets. 

RECOMMENDATION: Include lower emission propane fleets within the funding mechanisms 
of the Canada Infrastructure Bank that provide loans to bridge high upfront costs for zero-
emission bus projects. Also include propane fleets within the Canada Public Transit Fund 
(CPTF), which provides grants and contributions to support broader, long-term public transit 
planning and infrastructure.  



4. Make propane-powered systems eligible for federal data centre and AI infrastructure 
programs.  

Data centres require near-continuous uptime, making 
dependable on-site and backup generation essential. 
Diesel remains the default backup fuel across much of 
the sector—Canada has approximately 286 operating 
data centres, most using diesel backup generators—
but concerns around emissions, maintenance and 
environmental risk are creating an immediate 
opportunity for cleaner alternatives.  

Propane provides a ready-now, lower-emission 
alternative to diesel. Canadian propane has a lifecycle 
carbon intensity of approximately 72 gCO₂e/MJ, 
compared with 100 gCO₂e/MJ for diesel, while also 
producing lower NOx and negligible particulate matter. 
Propane also vaporizes if released, eliminating the soil and groundwater contamination risk 
associated with liquid diesel storage, while offering quieter operation, long-term 
fuel stability, and lower maintenance requirements.  

The regulatory advantage is significant: a propane backup system can support approximately 5.6 
MW before triggering federal GHG reporting requirements, compared with 3.2 MW for diesel. 
With large electricity infrastructure taking 8–10 years to deliver, propane can provide reliable 
backup, bridge and on-site power today while reducing emissions and pressure on Canada's 
electricity grids.  

RECOMMENDATION:  Make propane-powered systems eligible for federal data centre and AI 
infrastructure programs.  

5. Remove policy barriers to renewable propane access and production.  

Renewable propane is no longer a future solution—it is produced in Canada and has been 
available in the Canadian market since 2025. This Canadian-made, lower-carbon fuel can reduce 
emissions across transportation, agriculture, industry, commercial operations and home heating 
while maintaining reliable and affordable energy. As a drop-in clean fuel, renewable propane 
works with existing propane equipment and infrastructure, enabling immediate emissions 
reductions without costly equipment replacement, major new infrastructure or full 
electrification. The federal government should fully recognize renewable propane as a low-



carbon biofuel across federal clean fuel policies, incentives and programs and remove 
regulatory barriers that limit investment and market growth. Doing so would help scale 
domestic clean-fuel production, strengthen Canadian energy security, preserve affordable 
energy choice and reduce emissions using Canadian resources and infrastructure already in 
place.  

RECOMMENDATION: Establish a level playing field for Canadian-produced renewable propane 
by fully recognizing it as a low-carbon biofuel across federal clean fuel policies, incentives, and 
programs. Strengthen exports to global markets as a trusted energy partner.  

6. Strengthen exports to global markets as a trusted energy partner. 

Canada’s propane exports are an 
increasingly important driver of 
trade diversification and 
economic growth. In 2025, 
Canadian propane exports 
reached record levels, with non-
U.S. markets accounting for more 
than 42% of exports. Canada is 
now the second-largest propane 
supplier to Japan and South 
Korea, underscoring growing 
demand for Canadian energy across the Indo-Pacific.  

Canada must build on this advantage by expanding production and processing capacity and 
fully leveraging its West Coast export infrastructure, which provides efficient access to Asian 
markets. Federal policy should prioritize trade-enabling infrastructure, streamlined permitting 
and stronger Indo-Pacific energy partnerships to expand market access.  

Supporting propane exports will help diversify Canadian trade beyond the United States, 
strengthen domestic energy production and investment, and reinforce Canada’s position as a 
reliable global energy supplier.  

RECOMMENDATION: Make use of West Coast export infrastructure by removing regulatory 
bottlenecks, coordinating federal actions for access to tidewater, and aligning tax, regulatory, 
and trade frameworks to strengthen competitiveness and support long-term growth in 
Canadian propane production and exports.  


